ORIGINAL

BEFCRE THE PUBLIC UTILITIES COMMISSION CF THE SfATE~0F’CALIFORNIA

Decision No. CORZY

In the Matter of the Application of
PACIFIC LIGHTING GAS SUPPLY COMPANY
for 2 Finding end Ordex under

Section 701 of the Public Utilities.
‘Code and Gemexral Order 96 suthorizing
Applicant to carxy out the terms and
conditions of written Service Agree-
nents with Southern Califoxnia Gas
Company and Southern Counties Gas
Company of California and Authorizirng
the £iling of same.

Avplication No. 413061
(Amended)
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' Appearanées are listed in Appendix A.

OPINION

-

Amplicant's Request

By the above-;éntitied application filed on Jamuary 15, 1960 ,v
as amended on April 18, 1960, and as further amended at the hearing -
o June 9, 1960, Pacific Lighting Gas Supply Company (?aci’f:’.c)'
reo;uests that tﬁe Commission issue its dec:v'.sidn and oxdex: |
(1) granting and conferring upon applicant authority to carry out
the tei'ms and conditions.’ of the written sexvice agreements £iled as
Exhibits Nos. 42 and 43; (2) suthorizing applicant to file the form
of such service agréemeni:s (E:d;ibit No. 46) as pnrt of applicént's
effective tariff sche&ules.; (3)' approviﬁg. the rules and regulaf:ions
attached to the application as Exhibit D and aﬁthorizing éppl:‘.cant'
to Zile said rules and'regulations.with the Commission as part of

applicent's effective tariff schedules..
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Public Hearing

After due notice, public hearing was held on this appli-
cation before Ccmmissionexr Peter E. Mitchell and Examiner William V.
Dunlop on March 2, Mayll; and 5, 1960 in Los Angeles and on June 9,
1960 in San Fraoclsco.”  Pacific presented exhibits and testimony
in support of its application. No other party to the proceedlng
presented any affirmative showing, although 2 number of the parties,
including counsel for the Commissioﬁ staff, crosé-exémined appli~
cant's witnesses.

At the conclusion of the hearing on Jume 9, 1960, the
matter was submitted subject to the receipt of Exhibit No. 46. Such
exhibit having been received, the matter now is ready for decision..

Applicant's Position

Pacific considers that the execution of a sexvice agreemeﬂt
with its twb‘customerég/ is a mecessary prereépisite to the esta-
blishment of f£imal rates for the sale of natural gas which is
purcaased under contracts wherein Pacific commits itself to purchase
a stated volume of gas at a stated delivery rate over a predeter-
mined period of time. Pacific cites that it has entered into a
contract with Transwestern Pipeline Coﬁ%eny foxr an initial. périod of
20 years with a best efforts period of an additional 7 years. Such
contract provides, in paxt, for the purchase by Pacific of an
initial daily obligated quantity of;360,000;000 cﬁbic fect of g3s.
In addition, it aﬁpears, Paéific has enzered’iptO‘a humﬁér“of long~
terﬁvcdntrécts'with California producers for minimgm.terhs of

ZO‘years.:

1/ Application No. 42861 was beard om a comsolidated record with
- Application No. 41277 on Maxch 2, and on May & and 5, 1960.

2/ Southern California Gas Company (California) and Southern
Councxes Gas Company of Califormia (Counties).

-
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Pacific takes the position it is both necessary and proper
that the long-term contractusal obligations for purchasing gas be
followed or accompanied 'by long~term sexvice agreements with its two
affiliated customers, California and Counties. Howevexr, Pacific
stipulated that approval of the service agreements by the Commission
shall not be deemed to be appioval or disapproval or have any cffect
upon the long-term purchase agreements that Pacific has executed
with California producers. Pacific fw:ther. states that its ﬁeed for
outside financing to comnstruct pipel:.ne facilities also has prompted
execution of the 1ong-term service ag:reements.

- Sexvice Ag-g:ements :

The sexvice agreement which Pacificyhas executed with
Southern Califcrnia Gas Company'&land the sexvice agreement which
Pacific has executed with Southern Counties Gas Company of California
axe Exhibits Nos. 42 and 43, respectively, £iled in this proceeding.
The two sexrvice agreements contain similc: provisions and, accofding
to Pacific, coniplement its rate schedule and the proposed rules and
: regulations sought to be f:.led |
Each service agreement: provides that its effective date
shall be the effective date of a decision of the al:.fornia Public
Utilities Commission which approves the f£iling of said agreements.
The agreements are written for a texrm of 20 years ﬁ:om the first day
of the calendar year next succeeding the effective date and continue
thereafter for seven years on a best ef.cort:s basis and then from
year to year until at least 12 months' written notice by either.

party to cancel.

3/ bApplicant is designated Seller im the Sexvice Agreements.

4/ Southem Californiza Gas Company and Southern Counties Gas Company
of California are each designated Buyers in the Service Agreecments,

3~
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Among other things, the service agreements specify the
initisl méximum daily and hourly rates of delivexy; and provide
that at least 90 days before the beginning of tke second ad each
succeeding contract year the parties will mutually agree upon the
total ammual volumes of gas, the maximmn daily volumes of gas, and
the maximum hourly and,daily rates of delivery of gas. The sexvice
agreements élso have provisions relating to tae stdrage of gas and
the use of best efforts to purcbase amd to take additfonal quamtities
of gas. |

| With respect to price, the service agreements pro&ide‘that
charges are to be in accordance with Pacific's latest effective
tariff schedule applicable to California and Counties.

Under the provisions of the sexvice agreements all gas
presently availéble for sale or presently contracted for by Pacific
is dedicated to California and Counties. Califormia and Counties,
according to the testimony, are not bound to take any greater volume
of gas offered by Pacific than Pacific now has avaiiabléAor con~
tracted for. To the extent that California and Counties take less
then 91 pexcent of the out-of-state gas specified, California and
Counties must take and pay for, or pay for if mot taken, all of
the gas thus deferfed; within a period not to exceed five years, or
before the agreement terminates, whichever is earlier..

Furthermore, California and Counties must each physically
take at 1east’75-pefcent of the average daily volume of out-of-state
33s designated, except vhere defexrment is occasioned:by lack of

current market for such ges ox lack of future market arising'qut of
conditions beyond the control of Califormia and Countles. There are

also provmsionb relating to defmczency of supply.
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Each service agreement contains the following}juxisdiction

provision:

“This agreement shall at all times be subject to such
changes or modifications by the R2ublic Utilities .
Commission of the State of Califormia as sald Commission
may, from time to time, dircct in the exexcise of its
jurisdiction.”

Benefits of Long=Term Service Agreements

Pacific showed several be#efits to its operations from the
proposed long-term service agreements. Fixrst, Pacific would be
assured of a market for all gas presently available for sale‘br
presently contracted for. A second benefit, according to the testi-
mony, is that Pacific will be able to do outside fiéancing bn.mpre
favorable terms. In this connection, Pécific presented three com-
munications from representatives of finsmcial institutions (Exhibiﬁs
Nos. 44, 45 and 47) showing that the long-term servicc agrccﬁénts
will bave a favorable effect onm outside financing;

Benefits to Califormia snd Counties were testified to by
a vice president.oi ecach of the two distributing compamies. Such
benefits, according to these witnesses, include:

(1) The obligations of Pacific to California amd

Counties are set forth in definitive contract
language. \

(2) The service agreements state the responsibility
of Pacific to perform the peaking service functiom.

(3 Pacific dedicates all of its presently contracted
for gas supply to Califormiz and Counties.

(4) Thexre 1s protection for California and Coumties
in the event of any change in ownexrship of any
of the three companies.

(5) Pacific has an obligation to store gas owned by
California or by Coumties.

Deferral of gas is provided for in the event that
the market for gas does not support the contracted
for volumes of gzs.

a5~
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Rules and Regulations

Two zules attached to the application as Exhibit D are
sought to be £iled. These ruics axe designaced No. 2, Character of
Sexvice and No. 3, Contracts. No specific opposit;on to the £ilings
of these rules was made at the hearings.

Position of the Commission Staff

The Commission staff urged thét-the texms of the service
agreement restrict the obligation of Califormla and Counties to take
only the locai and out-of-state gas presently contracted for by
Paéific. ‘Wltnesses for Pacific, Calzforn;a and Counties testified
that they intexpret the provis;ons of the oervzce agreemcnts set
forth in Exhibmts Nos. 42 and 43 to so restxict the obligation of
California and COunties. |

The staff also urged thaot Pacific Lile cach year either
by letter or by tariff,schedule the volumes of gas which Californiz
and Counties are obiigated to teke and the delivery points thereof.

Findings and Conclusions

Based upon the entire record in this matter we find:

1. A graating of the applicaiion as herein provided will not
be adverse to the public interest.

2, Since applicant has but two customers, copies of the
actually executed service agreements (Exhibits Nos. 42 and 43)
should be filed as part of applicent's tariff schedules, rather than
the form of sexvice agreement (Exhibit No. 46).

3. Applicant should file as part of its taxiff schedules the
volumes of gas which Southerm California Gas_Company and Southern
Countics Gas Company of Califormia are obligated to take and the
delivery points thereof. |
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4. Rulés Nos. 2 and 3 attached to the application as
Exhibit D should be £iled as pért of applicant's tariff schedules,
except Rule No. 3 should be modified to show that the executed
service agreement is filed as part of the tariff schedules.

5. Such increases in rates or charges ss may result from the
order herein axe justified and present rates or chaxges insofar as
they differ from those herein prescxribed axre for the ﬁtwe unjust |
and unreasonable, |

The sction taken herein should not be construed in any way
as approval of the long-term gas purchase contracts of Pacific or
the setting by Pacific and its two affiliéted custonﬁers‘ of the

volumes of gas or prices thereof without prior C_omission approval.

Public hearing on the above-entitled matter bhaving been
held, the matter having been submitted Zor decision, the Commission
being informed thereon, and based wpon the entire record and th_e
above findings and comclusions, | ,

IT IS ORDERED that Pacific Lighting Gas Supply Company is
authorized to carry out the ter:ds and conditions of :ﬁhe written
sexvice agreements filed as Exhibits Nos. 42 and 43 herein, provided:

1. ©Pacific Lighting Gas Supply Compamy shall £file as paxt
of its tariff schedules copies of the exccuted sexvice
agreements, Exhibdits Nos. 42 znd 43. Such £iling shall
be made in accordance with the provisions of Gemeral
Oxder No. 96 within fifteen days after the effective
date of this order and shall become effective on not
less than five days' notice to the Commission and to
the public.

Pacific Ligkzing Gas Supply Company shall file as part
of its tariff schedules the volumes of gas which
Southern California Gas Company and which Southern
Counties Gas Company of Califormia are obligated o
take and the delivery points thereof. Such £iling

-7-
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shall be made in accordance with the nrovisions of

General Ordex No. 96 within fiZteen days after the

effective date of this order amd shall become

effective on not less than five days' notice to the

Commission and to the public; provided, however,

that revisions in the volumes or in the lict of

delivery points may be made annually.

IT IS FURTHER ORDERED that Pacific Lighting Gas Supply
Company is suthorized to file as part of its tarlff schedules
Pules Nos. 2 and 3 attached to the application as Exhibit D, except
that Rule No. 3 shell be modified to show that the executed sexvice
agreements rather than the form of the serv:v‘.éc agreement 1s f£iled
as part of the taxiff schedules. Such £filing shall be made in
accordance with the provisions of Gezeral Ordex No. 96 within fifteen
days after the effective date of this order and shall become
effective on not less than five days' notice to the Commission and
to the public. | )

Tbe_ effectivé date of this order shall be twenty days aftexr
the date hereof. | |

Dated at San Francisco _ California, this 2 4 2%/

day of O/M,Zx- , 1960,
WAV |

Coxmlsszozer. BY0N0tt C. MeKozpe
Becosearily ahzens, did n0%
- 4B a0 disposition of this

-

v ‘belng
0V porticipate
his procecdizg,
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APFENDIX A

LIST OF APPTARANCES

FOR APPLICANT:

0. C. Sattinger, J, R, Elliott and R. D. Twomey.

TOR_INTERESTED PARTIES:

Milford Springer and Robert M. Olson, for Southern
Counties Gas Company of California; 1. J. Reynmolds and E. P. Letton,
for Southern Califoxmia Gas Company; Chickering and Gregory, by
Sherman Chickering, C. Hayden Ames, Framk Porath, and I. C. Dillin,
for Sam Diego Gas & Electric any; Rollin c. Woodbury, Harxy W.
Sturges and J. F. Nail, for Southerm California idison Company;
I. M. Chubb, Jack 0. Sanders, and Robert W. Russell, for Department
I?f Publig Utiln.t::.ez- gd Transportat'::.o?, City ofMLos Ang;lre‘s ; Manuel
roman, Lor City o 5 Angeles; 0'Melveny and Myexs, aurcen M.
Wright, for Riverside Cement Company, Division of American Cement
Corporation; Bxobeck, Phleger and Earrison, by Robert M., Lowry, and
William V. Evers, foxr California Manufacturers Assoclatiom; William
L. Xnecht, for California Farm Bureau Federation; Hemrv E. Jordan,
for City of Lomg Beach; Lmright, Zlliott and Betz, by Norman siliott
and Joseph T. Enright and Waldo A. Gillette, foxr Monmoli ortlanc
Cement Company; W. D. McIr(._a-_z, foxr Challenge Cream and Butter Associa-
tion; Henry T. Lippett IL, Zor Southexrn Califormia Gas Comp
Southern Coumties Gas Company of Califorxrmia; Haxold Gold, Ruben
Lozmer and Stuart Foutz, for Department of Deiense and other Executive
Agencles of the United States Goverrment; Leslie E, Still and
Walhfred Jacobson, fox the City of Long Beach.

FOR: COMMISSTION STAFF:

. Frank S, Campbell, Richard Perry, and Richard X. Entwistle.
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