Decision No.. 6126‘-'

BEFORE THE PUBLIC UTILITIES cOmss_Ion OF TEE STATE OF CALIFORNIA

In the Vtatter of the Joint Appln.cation :
of SOUTHERN CALIFORNIA GAS COMPANY and : : ' o
SOUTHIRN COUNTIES GAS COMPANY OF ' - Application No. 40588
CALIFCRNIA for a Certificate of Publie (Amended).
Convenience and Necessity under Sec~ , . .

tion 1001 of the Public Util:.ties Code. )

(Appenrances and Witnesses
are listed in Appendix A)

OPINION

".'Pfinc:'.p_ai Issues | | | | _
| ~ The above-entitled applicat:‘.on is concerned w—ith a large |
natural gas pipeline project in California and the purch.ase of
nat:ural gas from the El1 Paso Natural Gas Oompany at tba State border,
near Las Vegas, Nevada. EL Paso Natural Gas Company and Colorado ‘
Interstate Gas Company propose to build a p:.pel:.ne from near Rock
Springs, Wyom:.ng to make addn.t:.onal out:-of-state gas avai.lable t:o
gsuthein Cal:.forn:[a - The desirab:.li.ty of the proposed proJ ect is

| ext:ens:wely questioned by certain protestants. 'Ihe principal :Lssues

here are:

1. Is the project needed? '

2. 1Is the project economically feasible?- ‘

3. Does the project commect California to new areas
and new sources of gas [ot now avallable to :.t"

For a comprebensive mderstanding of the project an

extonded analysis is essential.




»
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Applicants’ Request .

""" Southem'Ca%?forni‘a Gas Company and Southern Counties Gas:

Company of Califormis™ £filed the abm?e-entitled applicatiob on

November 7, 1958 and fﬂed an az‘nend:.nent‘t:o applic;at:ton"oﬁ'Ndvember 18,

1959-requesting that the Commission mske its decision and order, as

provided for by the provisions of Sectfon 1001 of the Public Utilities

Codé:'
1.

4.

Granting and conferring all necessary per-
mission and authority to construct, maintain
and operate a 34-inch pipeline and related
facilities between the California-Nevads
border near Ivanpah Valley and Newberry,
California and a 36-inch pipeline between
Newberry and Placentis, California, in order
to deliver additional out-of-state gas to be:
received f£rom El Paso Natural Gas Company at
the state border, and from their affiliate,
Pacific Lighting Gas Supply Company at
Newbexry; - :

Declaring that public convenience and necessity
now require the comstruction, maintenance, and
operation of the said 34~ and 36-inch lines and
related facilities and the use by applicants of
all permits, easements, and franchises which may
be used or useful in commection with the con-
struction, maintenance and operation of said - _
34~ and 35~-inch pipelines and related facilities;

Issuing to applicants a certificate declaring
that the present and future public convenience
and necessity require and will require that
such construction, maintenance, and operation
of the 34~ and 36-inch pipelines and related
facilities be undertaken by applicants; and -

-Granting épplicants such other _authofity'hére;[;h“j' o

as may be required. :

1/ 4ipplicants are primarily retall natural gas distribution companies
which purchase, distribute and sell gas in the central and 7
southern parts of the State of Califormia. Together they serve
directly in excess of 2,250,000 customers and, in additiom,
Southern Counties Gas Company of Califormia sells gas at wholesale
to the Sar Diego Gas & Electric Company, and Southern Califormia
Cas Company sells gas at wholesale to the City of Long Beach.
Pacific Lighting Gas Supply Company, an affiliate, supplies
applicents with a portion of their requirement of natural gas.

2=
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Public Hearing .

After due notice, 25 days of pub ic hearing were held
upoen "'h:.s application and the amendment to appl:.cation duri.ng the |
period January 13, 1959 to July 29 1960, inclusive, before |
Commissioner Peter E. Mitchell and/or Exaz:n.ner Manley We Edwards- o
Most days of hearing were held in Los Angeles and the remainder in
Szn Francisco. The record in tl:n.s matter is extensive, involving
3,403 pages of transcript and 39 exhibits presented by 41 witnesses. «
The Commission's staff cross-examined many of’ the witnesses and
presented direct testimony for the purpose of develop:.ng a full
record to aid the Conm:x.ss:.on in decid:.ng this matter._ Open:.ng,, |
reply and closing briefs bave been fn.led (the 1ast one be:.ng N
received September 26, 1960) and the matter now is ready for | '_ -

decision.

' Ix' torim Orders

During the pendencyof this matter the Commission has _
Lssued two interim orders herein. 'l‘he first :.nterim order, Dec:Ls:.on
6. 55095, dated Maxch 10, 1959, .denied the motion of the Western -

Cil and Gas Association to dismiss the appl:.cation. Western Oil

and Gas Assoc:.ation originally appeared as a protestant, but 1ater __

withdrew its appearance. The second- interim order, Decision

- No. 59455, dated January 5, 1960, granted applicants a certificate
that public convenience and necessity require the construction,
operatn.on and maintenance of & 36-inch pipel:.ne between Newberry
and Placentia in place of a 34-inch 1ine om the. representation ‘
that the 36-incb. line {s the least costly way of moving the
Transwestern gas to market after considering all of the advantages ,

and disadventages. Transwestern gas is received by applicants
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from Pacif:.c L:Lghting Gas Supply Company whxch latter receives it
from Transwestern Pipeline Compa:ny.‘ ‘ R

Proposed COnstruction

Applicants or:.g:mal proposal was to construct 207 4 m’.les‘ -
of Z4-inck 0.D. pipeline between Ivanpah Valley Cat the Califom:.a-
Nevada state lipe near Las Vegas, Nevada) and Placentia. 'rbe *oute
of the l:’.ne would pass neaxr Newberry where it would cross the
existing Needles to Qu:[gley pn.peline and. where the new Pacif:’.c
L:.ghti.ng Gas Supply Company pi pelinezl br:.ng:.ng Iranswestem gas |
from Topock (near the Califomia-A:izona state l:.ne) could be con-”' '
nected, Tbe smended proposal was to increase the size of the li.-ne‘
frorm 34 Inches to 36 Inches between Newberry and Placentia, and to
install it promptly so as to t:ransport the 'Iranswestern gas to" the' o
marketing srea without swaiting the final decision he:r:ein. o

Applicants estimated that the initial cost of the 36- inch .
portion o£ the plpel:.ne will be $§19, 089 000 installed, wh:.ch is - :
$1,253,000 moxre than the escimated cost for a %-:mch 1:.ne as
or:.gmally proposed. This leaves for considerat:.on the des:.ra‘b:.lity |
and need for the remainder of the proposed pipelme between Ivanpah.
Valley and Newberry, a dzscance of 92 9 m:.les, at an esczmated
construction cost of $ll 476 000 £or a 34-:£nch p.;.pel:me. ,

- I] Pacific Lighting Gas Suppfy Company was grantecf authority to inscall
a 34~inch Topock to Newberry pipeline by Decision No. 57419, dated
September 30, 1958, and to tramsport gas from the California border
purchased from Tramswestern Pipeline Company at an average: quant.-.ty
of 300 million cubic feet per day (345 milllon cubic feet ona. -
maxa.mum day) . | , _
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Applicants proposal also :.ncludes eompres or stations at:" :
Newbe:ry and Valley Wells wh:.ch add $13,178 000 to the cost: of t:he

project. Ihus the t:otal remaining construction cost Cal.....orn.;.a ‘
is est:.mated at $24 654 000 ” o

OQut=0f= e Gas :

"'he supply of gas for this prOJ ect w:..ll be o‘btained from
out-of-state sources by the ELl Paso Natural Gas Company (E1 Paso) |
and delivered at the Cal:.::omia-Nevada 'border pursuant |

2 basic ag:eement: dated July 30, 1958 (Exh:.b:.t ‘\Io. 1 > 'rab A)
between the applicants and EL Paso. 'I.'he basic agreement provides
for an inigial delivery of 20C m:x.ll:{.on cub::.c feet per dz;; |
CM- 9 psla)” commencing not later than January 1, 1960 'rhis |
volmet::ic rate is to e increased to 300 mlla.on cub:f.c feet per \
day by January 1, 1961 and to 400 million cu‘o:f.c feet per day by
January 1, 1962 with the addit:‘.on of a further increment of 150 .
million cubi.c feet pex day by January l 1964 but no cert:x’.ficat:e is |
being requested for this further amount: now. Delrveries of each of R
these :.ncrements are to be made for 2 per:{.od of 20 years, and El Baso :
is to use its best efforts to eon‘c.mue deliveries of eaeb. n.ncrement: |

for am added penod An additional supply of up- £o'70 million cub:.c N

_:}_7 The pressure base Of 14.0 psiz. (pomds per squaxe inch absolute); 3
ca= be converted to 14.73 psiz by using a conversion factor of
101.154. For exawmple, 470,000 Mef at 14.9 p""..a :[s equivalent 'O
475,400 Mcf at 14.73 ps:ta.

Due to delays wb:!.ch have been encomtered it is o‘bvious that
this and certain following dates oamot be m.et. L
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feet per day will be aveilable for appucani:s to t:éke,”on'éf'"bé_stj |
efforts” basis. Out of the foregoing total of 620 millfon :cas;‘-;.-
feet per day, El Paso proposes to obtain 235 mllion from Colorado l
erstate Gas Company (Colorado), 235 m:.llion from Pacifie - ‘
Nortawest Pipe Line Corporation (Pacific ~1\To-'tnwest) ,5/ and a lat:er. -
incwement of 150 million from Canadian soxrrces. ‘I'he first wo of
taese quantities, il.e., 470 million, (475 at 14 73 ps:.a) represents ‘
the specific increments to be delivered over the .Eacilities covered--' .
by the instant application. | |
It is proposed tbat a new. pipel:.ne be constructed between_
the present western terminus of Colorado‘s p:.peline system at Green | ,
River, » Wyoming and the Ivanpah Valley point of interconnection w:.th“ L
the applicants'’ proposed Iline in California This out-of-state line :
will be constructed in paxt by Colorado and in part by El Paso.
Colorado will construct 155 miles of 34-inch pipeline from Rock
Springs (near Green River, Wyoming) to Provo, Utah “EYl. Paso w:.ll |
construct 394.6 miles of 34-inch pipeline between Provo and Ivanpah |

Valley. 'Ihe project is commonly known as the. Roclc Springs Pro_;ect., '

Colorado had a contract to purcha se 100 million cubic '.Eeet |
pexr day from Pacific Nortkme.n..' Upon the completion of this project o
this contract will be cancelled and instead Colorado will be
obligated to provide 235 million cubic feet pexr day at Rock Springs :
from its system. Colorado proposes to reor:.ent its integrated p:.pe— N
1line system by. @) reversing the flow of its existing pipeline 8
between Denver and Green River so that gas will hereafter flow* '

3/ Pzcific Northwest Pipe L::..ne Corporation hes merged with El Paso
since the filing date of the original application, but for.
identification purposes we will contmue to use. Pacific Nortl:mest.
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north and west from Denver to Green River; 2) retiring its existlng

Bivins to Denver pipeline, which wes constructed and’ placed in
operation in 1928; and (3) constructing in lieu thereof a new o =
sezment of pipeline extending from its Bivins and"Fourway Compressor
Stztions in the Panhandle Field of Texas o Denver.. Colorado
ectimates the cost of- rebumlorng its system at $92 829 566 .
| The pipeline and facilitres to be consrructed by'El Paso
fxom Provo to Ivanpah Valley are estrmated‘to cost $58r685 000 _
including financing costs and work;ng capltal. It should be pornted-
out that the above figures, and that of $92,829, 566 for. Colo-ado .
are set forth in the Federal Power Commlssron Examiner s proposed‘e
decision issued July 15 1960 under. Docket Nos. G—1623S G-16237 g
G-16904 6-18280 G-19216 and G~19225, of which.we take off1c1a1 |
notice. Such decisron proposed to grant Bl Paso and Colorado
certificates of public convenience and neceSSLty to construct the
facilities as enumerated but condrtioned such. certlficates upon(
authorization by the California Publmc‘Utllltxes Commxsszon of |
applmcants request. A flnal decision by tbe Federal Power j[
Commissxon on this matter has not been lssued as yet
Cost of Gas |

By supplemental agreement dated January 2 1959 (Bxhlolt
No. 4), the initial price for the gas was frxed at 40 cents per Mef
(1%4.9 psia) at an 85 percent load factor, to remain unchanged*untrl
-January 1, 1962, when the 400 million cubic. feet per day delivery
rate is.scheduled to commence. By a further amendatory'agreement ‘

dated June 22, 1959 (Exhibxt No. 54), the oblzgatxon to take or pay r_e,;ﬁ”;
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for gas not taken for the period January 1961-December 31 1963 was |
elininated. Thus, during this 3-year load-building period, applicants -
have available to them on what mdght be termed o "reqniremenf"baSLS;'
substantial additional quantities of gas at a fixed price of not
more than 40 eents per Mcf (14.9 psia 39 5 cents per Mef at L
14.73 psia). '

As a condition to this amendatory agreement applieants
agreed to reduce the load ractor take of their present supplies £rom
El Faso at Topock and Blythe from 917 minimm to no more tb.an 85'/'.
wntil 400 million cubic feet per day is taken from.Rock Springs.
Appli cants further agreed not to take from any other out-of-state
supplier a'bove present contracted amounts (mcluding its affiliate,
Pacific Lightmg Gas Supply Company) until its requirements exceedeo, : _'
present eontracted amounts, and 400 million cubic feet per day from
Roek Springs. | | o |

The cost of gas at the state border to applicants (per
contract - Exhibit No. 1, Tab A) after the load-building period is
based on an estimated cost price of 27 cents-per Mef at Green River
for Colorade's 200 million cubic feet. per. day, 31 5 cents per MCf
for Pacific Northwest's 200 mn.llion cubic feet pex day.x A priee of -
27.91 cents per Mcf (on cost of service formula) for 150 million
cubic feet per day‘for "Krngsgate Canadian.Gas"'at U. S.-Canadianff
border plus cost of transm.ssion was used for pricing the later -
Canad:.an supply. Based on El1 Paso s Exh:.b:.t No. 36 an eStimated*
price of approximately 38 cents per Mef of gas.delivered at the
Nevada-California border appears reasonable'toause pending the
final rate determination by the Federal Power Commission wben

deliveries reach 475 million cubic feet pe' day.

s
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ISSUE NO. I - NEED FOR PROJECT.

Applicants' Rej)resentation as to Need .

App‘licoﬁts represent that :zhereisg‘noeo ‘£o‘r ,the'Rockv
Springs gas sﬁpplj in southern Célifo:ﬁia'and- that tﬁe ‘project has
many advantagés from t‘he stazidpoint of thé' publ:f.‘c v&elfére- m that
area. Applicants' studies (Exh:.bit No.: 65) :.nd:.cate o growth in
abnormal peak day-/ fﬂ-nn load requa.rements averag;mg about 170
nillion cubic feet pcr day each year, and that based on ex:[st:'.ng
supplies of gas (J.ncludmg the new 'I‘ranswestern 300 mill:f.on c"b:'.c _
7/

feet per day), a firm def;.c:xency cou.ld occur in the year 1964 as B

shown by the top half of Table No. I, should an’ abnomal peak ceux.

tbat year. It should be po:.nted out that on the abnormal peak day “
the interruptible cuStomers would all be sh:ut down to« make the total
‘gas supply available to the f:.rm customer. ‘In the bottom half of
’rable No. X applicants Statement of cold yearél requ*‘ rements, | "f
..ncludmg ...nterrrupt:f.ble requ...rements , are shown on an annua‘.l. bas* s -
(sum of 365 days requ..rements) . Dm:mg the warmer penods of the

yeax the requ:.rements of’ the fz.:m customers d::op to one- fourth

6/ The abnormal peak day is defined as the coldest day in 29 years
The actual coldest day occurred in 1937. =

7/ In their showing applicants did not include the 50 million cubic
feet per day of Transwestern gas due to come in November 1, 1963,
nor the 150 million of Rock Springs gas due in 1964, becaust, .
while these are contracted-for amounts, mno cert:.f:.cate appl:.ca.txon‘ .
Las been made for either supply- . :

8/ A cold year is def:.ned by appl:.cants as one havmg 2 342 degree
days using a 6S-degree "F! 'base--‘ ‘.
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TABLE NO. I | | o
GAS SUPPLY AND REQUIREMENTS FOR SOUTHERN CALIFORNIA
IN MILLION ONT‘EE'%U T (FROM APPLICANTS EXHIBIT NO. 65)

E:d.stihg :
Supply

Firm Re~-
quirements

Total Re-'
. quirements,

Interruptible -

Period Requirements

- Margin

T - Abnormal Pealk Day;Estimates.

1959-60 -
1960-61

1961-62
1962-63
1963~64

196465 -
1965-66
1966-67 =
1967-68
1968-69
1969-70.

1970-71

1971-72
1972-73.

1973-74
1974-75

1975-76
1976-77
1977-78

1978-79

2,817
3,142
3,105

3, ,089

3,094 -
3,121
3,108
3,091

- 3,076

: 3,076‘ . " )
3,059 .
3,053

3,023

3,019
3,014

3,011

3,007

3 004

3 000 .

2, 997

II - Cold Year Estimates

1960 .
1961
1962
1963
1864
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979

667,249
703, 2410
695, 2426

690, ;723

688,213
682,178
678,446

673,420

669,541
667,079

664,828

- 664,239

660,434

658,548
656,875 -

656,794

653,560

651,734
650 ,272

383-814

402‘419

4200101

438 641

: 458 275

478 446
499, 2612

520 829 ‘
S&3 220

562 736

583 218
604 060

626, 22
645,396

666 387
687, 2439
7093815

- 728,565

749 491
770 A45

-
-
-
-
-
-
_-.
-
| -
-
-
-
-
.- .
-
-

412,579 -
431 861f ‘
452, 502[ -
‘481 367
509 681 -
537 179;‘
568~546
601,291
634 911 -~
N 664 162

‘695 711

727 490

- 761, »430

791, SAhl

‘ 823,3341
255,878
- 890,222
- 920,640
953 192
985 494

(Requ:'.rements exceed suppln.e s)

: ‘2 535;&'“
2,698

2, »839 -
s 2:995“1 "'\5 o

3,320
3.491

"fﬂ3 667

3 843 -
' ’034 L
pls
i T
52050

1,600, 037"

1 649 205"

796, 393->~,
834,280 -
§72,603
920,008
967,956
1,015,625
1,067,958
1,122,120
1,178,131
1,226,898
11,278,929
1,331,550
1,387,972
1,436,835
11,489,721
1,543, 317**‘_-

5, 2220 <.
5,400
5,570
5740

9 144)-‘}2“’

(130,870)
177,177)
2297288 ..
279.743)
(333,447)
(389.512).

447,082)

504,711) .

557,357)

(611,850) .
(666,722) . -
(723,733 .
(776, 401 o
831 173
943 2&3» S

5, 645,

09 <
1, 702, »683. (1,050, S9495

1, 755,939 a,ms se7> o

c282.0

Y
266
9% .. o

_‘(60)j31;A N
333)-"1":??’ SR

275700 -
r-.2 7434; R



. A. 40582 ET (Amd.). *

or less of those on the abnormal peak day, so the applicants then KR
have sizable quantities of gas to sell to the n.nterruptible cus-
tomers or to inject into seasonal storage for the next cold season.

Considering only the firm requirements on: an annual cold-‘ -
year basis, the lower part of Table No. I shows that the present
supply exceeds firm requiremeats ot through 1973. When the £u11 .
'intemptn.ble potential requirements are added to the fim requ:.re- o
ments, the applicants’ show:.ng is that the present suppl:{.es are
inadequate and sizable quantities of the proposed Rock Springs gas .
could be utilized starting the firSt year such gas would be available.'_"'r |
When considering the availability of the preSent gas supply to meet |
the f::.rm load on an aunual’ basis, it :Ls apparent that beyond 1963
peal shaving equipment of some Id.nd would be necessary to ‘nelp serve
the peak day load, should an abnormally cold day be- exper:l’.enced. o |
_ Peak Shaving -

Applicants now have several underground storage proJ ectr/

~ which provide a total maximum w:.thdrawal rate estimated at. 1, 215 |
million cubic feet per day for a peak day- Appl:.cants do not have
available facilities for production of propane-air gas oz' for the
manufacture of gas from oil. However, the San D:.ego Gas & Electric
Company, a purchaser from one of applicants does have available
1,026. 000-gallon storage capac ty of" propane for the production of ,v
propane-air gas. 7This propane-air nix is equ:.valent to 16.5 mﬂlion
cubic feet per day available on a peak’ day. Appl:f.cants also are a‘ble =
to purchase gas on peak days under "emergency gas contracts" :Erom

Cal:.form.a oil companies .

¥/ Naturzl underground storage Zacilities avaﬂable to applfcants are
located at Santa Barbaxa (Goleta Field), Los Angeles (?laya Del
Rey), East Whittier, and Monte’oel‘.’.o storage f:.e:.ds.‘
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| Gthim; Customer Requirements o , .

| 4pplicants state that the present pOpulation scrved both )
direetly and thrcmgh wholesale (resale) service amounts to approm- . i
mately 9,400,000 people;- that 99 percent of all homes in southern _
Californ:.a use gas for space - heating, that 98 percent use gas for , | _
water heating; that 90 percent use gas for coold.ng that addit:.onal -
gas supplies must be obtained to serve ga.s to over 800 additional
people daily, due to rapid growth of the arca; and that‘ commercial
and industrial growth has been commensurate with the population ‘
(residential service) growth This rete of growth is reflected by
applicants' estimates. ' |

- Local Natural Gas ng _ .

Applicants contend that the amount: of gas available from
sou::ces in California is declining Ga.s reserves have fluctuated
up and down but receipts of local gas are declining. In 1953
applicants and their affiliate Tepresent that they rece:.ved approxi-
mately 203 billion cubic feet of natural gas from the Californie |
producers; five years later in 1958 they' received a total of about
170 dillion cubic feet (Exhibit No. lS) . Applicants estimate that
the supply of California gas will contimze to decline from 149 4
billion cubic feet in 1960 to 114. 7 billion cubic feet by 1965
(Exhibit No. 65). Similarly, they estimate that the supply from
California sources to meet peak-day requirements will follow a sceady
decline from 494 million cublc feet per day in the winter of 1960-61
to 397 mllion cubic feet pec day in the w:.nter of 1965-66 (Exhibi.t

.\0. 65).‘-' L AR , :
Air Pollution Problem

Applicants represent that the prob en of eir po’ lution in
southern California has become severe in recent years and that air
pollution control authorities have n.ndicated‘ cont:.nued \ intereet in .

increasing industrial uses of natural gas.

-12-
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The Air Pollution Control District of I.os Angeles Coxmty
states that weathexr conditions in the Los Angeles Basin impose real _
and obsexrvable restrictions upon the namral air supply, that theSc |
condit:.ons arc extremely conduc ive to the accumulation and concen~
tration of aerial waste products; that in the Ios Angeles Basin there -
axe now more than 20,000 industrisl units, wore. than 6, 000, ooo |
peopl e, somewhat in excess of 3, OOO 000 automobiles, buses and trucks,_.
and the nation's third laxrgest petroleum ref:.ning capacity, that |
there are now 11 steam power plant° operatmg in Los. Angeles Coxmty o
and more are plamned; and that the use of matural gas in lieu of fuel ‘
o:.l dur:.ng the peak periods of operation would reduce the emiss ion of ‘
air contamimants from 582 tons per day to 85 tous per day. : 'rhe =
District's conclusion is that the :.ncreased use of natural gas :Ln
lieu of fuel oils will mater:.ally lessen the problem of air pollut:.on
posed by the contimued expans:.on of stean power plant facil:.ties,
that natural gas in the quantn.ties now needed for such use are not |
avan.lable in the los Angeles Basin, and it takes the position that
the grant:.ng of applicants request would serve to improve the |
serious air pollution problem. | o
 Staff's Study as to Need for Rock Sgrings Gas

'Ihe Commission staff' s study as to need for the Rock Springs ‘

gas is based wpon analyses and statistics set forth :x.n Exhibits |
Nos. 70 and 71. These exh:.b:.ts present: the staff 's studies of supply »
and requirements for southern and northeru Caln.fornia ’I’he staff
po:.uts out that westher (prmarily temperature) has a maJor effect
upon usage by the firm customer . Between a warm year aud a -old ¥ ;

‘year the variation in actual use per customer amounts to a‘bout
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35 percent.2Y/ For this reason the staff studied the effects of the
coldesr or abnormal peak day, the second coldest day, the third

coldest day, a colder than average temperature year, an average tem—’. o

perature year, and a warmer than average temperature year. o

Table No. II shows a &mary of the staff '8 study with
regard to peak supply and requirements on. these three cold days and -
average day supplies and requirements for cold year and an average.j |
’temperature year. ‘I‘he average day figure for both supply and
-requ:.rements is 1/365 of the gas supplied or requ:.red for the year.
The tabulation shows that for an- a’bnormal peak day, existing
supplics exceed firm customer requirements until the heating season
1965-66, for the second coldest day until the same heating season
1965-66, and for the third coldest peak day until the heat:.ng season
1967-68. TUnder average day conditions for a colder than average
yeax, ex:.sting supplies exceed f:.rm requirements until the year o
1970-71 and for an average year until 1973-74. While not shown on
Table No.’ II, the staff s exhn.bits show that for a warmer than aver-
age temperature year, exiSt:.ng supplies exceed requirements until
the year 1975-76. -

In considering the average day estmates shown on the
bottom half of Table No. II, it should be pointed- out that add:.tionalr, |
peak shaving facilities would be necessary after roughly 1965 if no
additional primary supplies are brought into southern Caliform.a

assuming, of course, that there Iis no curta:.lment of tb.e firm load
on cold peak days._

“Or the cold vear 1J43-4C the usage was Lo. 57. above average and

for the warm year 1958-59 the usage was 197. below average us:.ng
a 10-year average base.

“14-
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TBLE No. I
GAS_SUPPLY AND REQUIREMENTS FOR SOUTHERI' CALIFORNIA

I - Peak Day Estimates

Fixrm Pequ:[rements ‘
. . Existing Abnormal Second Cold- Thizd Gold- .
Period Sugglies Peak Day est Day ' - _est Day ~

1959-60 12,553 C2457 2,206
1960-61 2,709 © 2,607 2437
1961-62 2,568 2,761 .. 2581
196263 3,062 . 2,929 2,737
1963-64 3,233 . 37113 27908
19645 3,291 3,264 3,050
1965-GC 3,559 3,457 03,2290
1966-C7 3,300 - - 3,850 . - - .. 3419
1967-G2 3,995 LA s
1963-55 4,217 4355 3,793
196573 4,637 ) 2276 . 3988 -
1976-71 4,565 45696 . 421920 .
1971-72 4,599 L1726 4,403
1972-73 5,161 4,955 AT S
1973-74 5,339 . . 5,185 4,839
1974-75 5,645 5,443 5,069
1975-76 5,907 - 5,695 59302
1976-77 6,177 5,955 | 5,543
1977-75 6,453 &9 . - sy387
1978-7% 6 737. .6 4969:.:;: L6 043:';__4,-'

v

v vVvew

: wwwwwwwwwywwwwuwww
o

v W

R R * SV I R V)

-

D

>

1I - Average Day Estim&tes '
S oldex 'I’han _ [
-~ Average Year - ' Average Year o

Exdsting Fixrm Re= Ensting - . Flxrm Re=

- Supplies quirements Suggh.es Q:irements |

1,385 996 1,364 . 833

1,689 1,061 -~ 1639 © .. 888

1,725 1126 1,672 . . - 841

1,749 1,193 1,696~ 998

1,772 1,268 1,718 1,060

1,772 1,325 1,718 11l

1,772 1,407 1,713 176,

1,772 1,439 - L7180 1,245

1,772 1,564 1,713 1,308

1772 1,647 1,712 . 1380 -

1,772 1,731 1 710;g.“;" 1451

1,772 1,013, LS 1,5%

1,772 07 Lns 1599
1972-72 1,772 1,,,8r_ L7180 - 1,676 -
1973-74 1,772 2,092 1,715 . 1755
197475 . 1,772 2,186 L7183 1,836
197576 1.772 2,287 17718 1919
1975-77 1,772 ° 2,328 1,668 2,004
1977-7% 1,595 2,491  1,51. 2,081 . .
- 1975-7¢ 1,519 - 2,597 1,465 . . f<2 131;c;‘~-‘
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Ability of Interruptible Customer
to Absord Any Surplus Gas

An interrupt ible industrial customex is one whose serw ce
is subject to discontinuance if there is insufa:...cicnt gas ox capac:.ty '.
to supply the need of the fn.rm customers.. ‘rhere are ‘now approximate- !
1y 1,900 :.nterruptible customers served 'by the applicants. 'I'heir
annual requ:.rements vary from a few hxmdred Mcf (thousand cubic
feet) o several million Mef per year and in general are not .

| affected by temperature variations.

Rule No. 62 of the Los Angeles County Airx Po'!.l-ution

Con"rol District, requ:.ring full use of gas or low sulphur content
o0il during the warmer ‘half of the year, has resulted in some shift _
of the :.nterruptn.ble load, but generally has caused no - change in the B
over-all annual requirements of these customers. e |
. Table No. I (bottom half) indicates th,at tb.e present |
interruptible plus firm requ:.rements exceed the existing supply of
gas. TFor example, in 1961 this indicated def:x.c:.ency on a cold year
‘basis is 130,870 million cubic feet. Divn.ding by 365 it y:.elds
a daily average deficiency of 358 million cub:s.c feet. ‘l'his -
def.;.cn.ency is a large part of the ind:.cated ca.pacity of the pro:.ect
of &75 m:.llion cubic feet per day. l‘able No. I shows a rapid g.rowth '
in this deficiency and by 1962 it should surpass ..he 475 million
: .a.gure. However, there is the problem of f:.tting the gas under the
load cuxve when firm requirements fluctua.te sharply from warm to .
cold days and certain intemptible loads are curtalled or’ inter-“
| rapted. , | . U o
~ The revised contract, wbich prov:x.des for redt..ceo purchase
of gas during the first tb.ree years of thc pro;;ect, min:.mizes the
rislk that there will be any gas- delivered :x.nto southern Cal:.fornis
by this project in excess of the amount that can be used by the

interruptible customer.
-16=-
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Other Gas Supplies

In considering the need for Rock Springs Gas we should
consider the fact that there are other new sources of gas which the
record shows will or may be available during the proposed life of e
this pro_;ect. In California there is some gas held by the Ricn.f..eld .
Oil Company which bas been sold to the Southern California Edison
Coupany directly. During the course of the hearings applicants
were offered an additiomal block of gas. from the l‘ranswestern pe..ine’ -
Company. Edison also is negotiating for- d:.rect purchase of gas . |
from fields located in the Gulf Coast Area and its transmiss:x.on by
the " 'rennessee Gas Transmission Company. Plans of the Pacif:x.c Gas
and Electric Company to import a large block of gas from Canada

were made known. Applicants could interconnect with the Pacific Gas'

and Electric Company and the possibility of obtainmg some additional o

gas from this source should mot be overlooked. E
Richfield Gas

'I‘be Southern Cah.fornia Edison Company has purchased :
| 500 billion cubic feet of gas from the Richf:.eld 0:.1 Corporation i
over the next 20 years, i.e., an average of &2 000 Mcf per day.

The Califormia Suprc:ne Court has confirmed Edison s right to acqui,.e

this- Richfield gas in Califormia @chfield 0il Cor_goration v.‘
Public Utilities Commiss*on, 54 A.C. 363) . “

Transwestern Gas . - S c

| © On May 10 1960 (Exhibit No. 86) the 'Iransms*ern Pipeline
Company offered to sell to applicants' affiliate, Pacific I.ighting
Ga.» Supply Company, an additional volume of 150 million cubic feet
per day over and above the 300 m:.llion now being obtained from )
_"l‘ranswesrern, with a price stated not to be in excess of 39. 65 cents . |
per Mcf. for the total volume of 450 m...llion. Oon the basis of th.a.s
price the 150 million increment would be of lower price and in the
neighborhood of 34 cents per Mcf. The supply company had oome

17~
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question as to the reserves to ‘support this added 150 million and
was concerned that it might conflict with the additional 50 mill:.on
to be made available by I‘ranswestem by November 1963 Because the
appl:.cants had. contracted to purchase the Rock Spr:m.gs gas to the ‘
extent of 400 million, plus the 70 million of besr efforts gas O \‘

tbereover, the supply company did not aceept Iranswestern s offer of R

150 m:.llion. _‘
‘Gulf Coast Gas

‘I’he Senior Vice President of the Tennessee Gas Transmission‘
Company testified that his compnay has main line t—anSmissiou facili-— .
ties which extend from the Rio Grande River in the vic* nity of
MeAllen, Texas to the northern part of the United States, whn.t:h i
faeilit:.es reach to within about 3 miles of. the Internatioual Border -
in the vicinity of McAllen- that his company has entered into a
letter of inteut with Petroleos Mexicanos wherein Iennessee Gas will
design and construct or cause to be constructed a 34-inch pipeline
from the Town of Reynosa, "Iex:.co N which is across the river from
McAllen, Texas, across Mexico appro:u.ma.tely to the Town of Mexical:.r-
in Baja, California; that this system ‘when fuuy powered'- 'ﬁii"bé- |
capable of exporting some 750 million cubic feet per day and tb.at
into this System ’rennessee plans to export some 335’ milliou cubic | |
feet per day of gas wb.ich it will purchase or take for the aeeoxmt of
its Cal:.fomia market; that the pipeliue fac:.la.ties required in the
S!:ate of California from Mexicali north to the fa.eilit:.es of Edison
will 'be con.structed by Tenneseee or an aff:.liate or subsidiary of
Tennessee énd that the gas supply which 'Iennessee obtains from I‘exas o

and Louisiaua for th:.s project’ are to flow n.nto 'rennessee s exist:.ng ‘

L1/ Since mbmission, California Gas Transmission Co., a. 'J:ennessc.c '
affiliate, has filed appl:l.cat:.ou No.. 42931 for a certificate to
operate as a gas corporat_on. . _ e o

-8




: o e !

" ALOS83 (Amg ET %

system and in pipeline parlance be "frorit-ended"" and an. equal amownt '- ’
exported ‘from ‘rexas into Mexico frxom 'rennessee s south I‘exas System..
Canad:.an Gas ~ P.G.& E. Co. '

In addition to the Canadian gas wh...ch is’ concerned in the‘ |
Pacif::.c Northwest line of the Rock Springs Proj ect ‘the Pacific Gas
and Electric Company through mbs:.dieries is in’ the proeess of |
obtaim.ng a supply of C.anad:.an gas in: the quant:.ty of 415 million ) . |
cubic feet per day. They have reeeived provinc.tal approval to export o
4.2 Trillion cubic feet of gas over a 25-year period from Alberta
through the proposed connection at K:.ngsgate. The Pacific Gas
Transm:.ssxon Company will 'bua.ld the pipeline from Kingsgate to
_Klamath Falls and the. Pac:.fic Gas and Electr:.c Company wn.ll build
from Klemath Falls to the San Francisco area- “ S

Interconnections

Pacific Gas Transmission Company as part of the "Alberta-"
Cal:.forn...a" project will have intercommections w:.th Pacific Northwest |
near Coeur D'Alene, Idaho R and Pendleton, Oregon._ Pacific: Northwest
proposes imports of 150 million cubic feet pex day at. Kingsgate, o
which Pacific Gas Transmission will transport to Coeur D' Alene. ‘I'hese
systems as proposed will tap the foothill regn.ons of Alberta an area
of Tecent discovery and intense exploration act:.v:.ty. _ _

The Pacific Gas and. Eleetric Company now obtains a large
quantity of gas from the E1 Paso Natural Gas COmpany at 'ropock o
Arizoma. Its ’Iopock-Milpitas 34-fnch p:.pel:.nes cross ‘certain of
app_icants laxge transm:.ssion pipelines near Newberry, California
wWith the bringing in of Canad:.an gas to San Francz.sco, surplus gas on
the . Tomek-Mi}.pitas sy3tem could be diverted to the applicants r |
system if proper interconneet-ons were made near Newberry' where '-he
lines c¢cross. In this manzer Canad:.an zas could, by "ubSt...tLtion, ;

cach the appliean'-s systen without the bu_.&.dlng of the Roek Spr:.ngs,
Project. ' ‘




A 40588 &,ﬂ) ET %

SumarLas to Need for Project ‘ S _
Considering the applicants and the staff 's studies alonev‘ |
without the advantages of new out-of-sx:ate supplies or any inter- L
connection advantages, the need of the firm customers may be -
summarized as follows: | | L RIS
| First-'.fﬁné Additiona.l L .
Primary Gas Regc_:ired :
L omiep ey ba,
3. Staff's Second Coldest Day’ | - 1965-66% . -
4. Staff's 'rbird Coldest Day | 1967-68% .
5. Applicants' Cold Year 1974 -
6. Staff's Cold Year = o 1970-71% . =
7. Staff's Average Yeaxr. | - 1973-74% - 3
- % Staff's results on heatn.ng season July-Juneof following year. -
There is a question as <o the necessity of prov:'.d:‘.ng for. the abnormal
peak day as this condition has happened only once in 29 years. , Also,
if we give some weight to the full. year results (w:‘.th addition of
peak shaving facilities) we arrive at the conclusion that the Rock
Springs Project is not needed for several years- l’he med:{.an of |
these several forecasts is 1968 or seven years in the future. I£fa
warm cycle of yeaxrs continues for the next severs.l years we may not.
even need addit:’.onal peak shaving facilities before 1963. .
If the project is authorized right amy the' ev:i’.dence shows-” |
that the ga.s can be utilized; however, there m.ay be a little excess
gas for a year or two beyond the capability of the internxptible '
customer to absorb under the load curve. Applicants' rev:tsed _
contract with the El Paso Natural Ga.s Company m:!.m.m.zes this condi-
tion- during the first three yea.rs so thzat the question of excess gas"_ ‘
over firm needs is not a factor in our de...ermina.tion of need for .
tcu.s pro_;ect but is a factor in the economic feasibila'.ty deter-' o
mination. | | I
| A suzmation of a.tl of the evidence is that .he fim

customer does mot need th° project. for about seven. years. -
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ISSUE NO, 2 - SCONOMIC FEASIBILITY

Applicants' Representatlons as to Tconomic reaszbilltx

Applicants prepared Exhidit No. 65, ab E). for the
purpose »f showing the econom;c feasszlzty of the Rock Springs f‘.
project over its probable mln;mum life (20 years) under certaln 7
hypothetzcal assumptions. The data were developed assum;ng fixed |
prizary gas supplies and exzstxng gas storage facllmtmes and method
of operat;on. Under these hypothetlcal assumptions, applzcants
“ rebresent that there would be large curtallment of both 1nter-‘
ruptible and fzrm.customers in fuxure years, but zn actual future
operatlons zhey would increase both pr;mary gas supplles,and storage"
capabmlltzes to aveoid any flrm curtallment and to hold 1nterrupt1ble ;”
curtallment at a reasonable level.- ‘ | | \
'_ Ethb;t No. 65 shows for the nerlod 1961-1979 an.average
annual volume delxvered.vnmhout Rock Spr:ngs of 588 569}000 Ntf ana
wuth.Pock Spr;ngs gas, 737, 506 OOO Mef. Correspondlng delxvered
costs of gav are &221 878 OOO and $284 698 OOO and corr eqponding
unit costs per Mef are 37.70 cents and’ 38;60 cenzs. These dollar
and. cents figures are set forth by years and- summarized on. Table
No. III, togeﬂxn'vath a cumulated summary of the addltlonal groos o
revenue required if the Rock. Sprmngs Progect is auzhorzzed.ﬂ From
| the table it-%ill de noted that applmcanzs* estmmate of the dellvered':
cost of the ex;sting supply is 36. 89 ‘cents per Mcf in 1961 and B
1ncreases gradually to app*ox:mately 37 8l cents in. 1979-1 All of
these costs-are at 14L.73 preesure baue- Theqe coets 1nclude the
annual costs related to the e xlstxnp transmlsolon and eompressor }
facil ltles neceseary to delxve* the gas vO uhe market center in the

los Angeles ared. -
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TABLE NO. IIT

 ECONOMIC FEASISILITY ANALYSIS
{FROM ADPLICANTS ' EXMIEIT NO. 65)

: -‘Add:tlonal Gross

-Net Delivered Cost :Revenue Requirement

= (Thousand Dollars Thousand Dollars

Present : Supply resent : Supply & Annu

: Supply -Includxng' Supply -*ncludlng- Due Cumula-
Without :Rock Spr.: Without :Rock Spr.:  to = : tive

Years :Rock Spr.:Increment:Rock Spr,:Increment sRock Spr.s Total.

Unit Cost
Per Mcf

"

R 5 22 9P

M
TRIRL t'l 1)

1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
- 1979

Average
61-79

601210

36.89¢

37.66
37.68

37.67
37.71

37.74
37.75

37.73
37.75
37.75.

37.75

- 37.7%

37.77
37.77
37.77
37.76

37.79

37080
37.81

37.70

37.62¢
39.85

39.04
38.67
38.49
38.50
38.51

38.50

38.53 .
38,54

38.55
38.54

38.56

38.56

38.56

38.54
38.57

38.58

38.58

38.60

$224L,397
- 226,989
225,872

225,223

223,663
222,306

222,454

222,003 -
221,711
221,728
221,387
221,275
220,347

220,470
220,465

220,350
219,356
218,556
218,121

221,878

$239,032

265, 464,

275,432

288,086

29L4,0L0

292,649

| 291,776f,'
290, ae7§

289,776
288,817

. 288,630

288,082

238,058
287,953
288,297
287,415
287,06%
286, 562

281,695

(nevenue Surplus)

$ 5,901
13,942
. 8,185
2,656
T 2,128
'1‘@96{
7/
(ZEE)g‘
- (Z.382)
(L.Z78) -
(7,58%)
(I0832)

(12.372) .

()
3B
(19.08%)

$ 5,901

19, 8&35"

28,028
- 33,19

35,852

37,980
39,476
40,450

39,961

37,319
32,503
24,918

14,286
1,314

x:z:zz:ﬂ*”,
ey R
(528

(20,971)
ZTD)

R
(FEER)

e,
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 The applzcants developed the dellve*ed cost of proposed |
gas - supply rncludmng Rock Spr;ngs gas zn the sarne manner as costs for :
the exastlng supply were developed excepu that the cost of the |
add;tional Rock Sprmngs gas and the cosuserelated to uhe new £ac11— ],f
1tle required to transpors the new gas supply'to the market area .
’were added. Under the June 22 1959 letter contracu, a cost for the
Rock Springs gas of 40 cents per Mef at lh. 9 pressure base (39 54
cents at l4.73 pressure base) was used untml December 31 1963 or
until the applicants elect thezr optlon to»convert to a regular "'”
demand-commodzty rate based on. the contract demand quantzsles 1n‘ _
the June 30, 1958 letter contract.‘ :or 1961 and 1962 the Rocx'Sprzngs

1ncrement is praced at 39. 5& cents per Nbf;, Thereafuer) because of

che 1mproved load factor, a demaud—commodlty rate of 2. 81 per month c l

per Mef of comvract demand plus 28. 67 cents per ch‘ both at lb 73
pressure base were used.\ The correspondlng average cos* at
100 per cent load factor is 37 9 cents.&z/”:‘ | ,' N

Includang the Rock Sprlngs 1ncrement the ‘cost per Mcf in '  |
| 1961 is 37 82 cents. In 1962 the cost rises to 39 85 cents. per'ch -
due to- the temporary reductlon in the purchase load factor of out—

of-state gas. In 1964 and. thereafter, when uhe out—of;state gas
- purchase load factors are. respored to approxzmately lOO per cent
the costs declane o approxamately 38 50 cents uer-Mcf.lz/

The addztmonal gross reveuue requa ement necessztated by
the Rock Springs gas is subssantmal in the flrst uwo years and shen
declanes year by year, and becomes a revenue surplus 1n,l969 and
thereafter. After ezght years of oad growth and curtazlment of

sales of thls gas to the interruptable customer at Low- *ates, the

IZ]'TE::c dr5cuss10ns Ok cost omxt consi der-t-on oL a"ff*rences FEY
beating value. Applicantsi tariffs are bottomed on gas at
1100 Btu per Mcf with adjustments of 4-1/2 percent in rates for.
cach 50 Btu change in heating value. The expected. heatzng value
of Rock Springs gas is apprortrately“l 030 Btu per Mcf.

-23-
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20~year period the applicants® estmmates show that vne revenue
surplus averages SL 917 OOO a year. However “at the end of‘the
first ten year5~the progect is stzll Ln the posture of‘requdrlng
an accumnlated addltlonal revenue of 37 379 OOO.-f“'

Rate Increase Ind;cated

Appl;cenzs'_estmmates 1ndmcate—that a rate 1ncrease would‘i
be requlred 1n the early years of‘the Rock Sprlngs Progect when
the gas is taken.at reduced lead: factors and when most of the _
incremental revenues come from’ 1nterrupt1ble sales. Later as the o
load factor improves and the- 1ncremental unit revenues 1ncrease, |
rates could theoretzcally be reduced. Appllcants state, however,'
thls is on the assumption ‘that there are no further zncreases mn
gas supply, and that the 1ncremental revenues-from Rock Sprlngs
sunply are compared only-wdth the 1ncremental cost of the Pock Sprmngs
gas. In actual practice, applxcants represent that there 13 no such
allocation of partmcular gas supplles to partzcular customers, and .
tha* the concept-is. contrary to the fact that all gas supplles
avallable at any pertzcular date are. avaxlable for<all customers on
a rolled-zn price baszs in accordance wzth regulatory body rate-?
making practices. Appllcants admzt, however, that the 1ncremental ,
procedure as followed in ”xhlblt No. 65, is a convenzeno method of'
isolating the Rock Sprzngs gas ’rom a cost and’ *evenue po;nt of |
view to test the economic fea51bxllty. - S
Applicants state thac if addltional gas sapplmes were
assumed to be purchased in subsequen: years rate 1ncreases would
be required at that time if the zncremental delmvered cost of gas
was higher than the lowesc rate block. On *He othe* hand zf Do
Cnaw supplies were‘procured There wou‘d Have 1'o be magor lncreases;u

in underground storege and applmcanzs_lndzcate this-agalnﬂndghtel_
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uecessitate'related rate increases. Applicants foresee no partzcular ”

problem in desmgnlng zncreased rates whlch would recover all of the “

costs related to the proposed gas supply'ln'the early years, bt uj
“state they will be needed only for a few-years-and in any-event,
‘\they are comparatlvely small. -

Sales to Interrup;1ble Customers

Appl cants adm_t that thelr compet;tzve marg;ns on aneer-(~
ruptmble sales are narrow and that they‘have lost some bus:ness to
fuel oil, but it is one of the reasons why they have estxmated thezf
market aosun;ng 25 per cent of large customer requmrements w1ll be
satls fied with fuel oil, and that addmtional maaor 1ncreases in the

ost of ex;stmng gas supplzes, if reflected in muterruptlble rates,‘
could result in be;ng priced out of the markec.

The Callfornza Kanufacturers Assoc;at;on's 1nterest in
th;s ‘Proceeding is in ascerta;nxng that a supply of gas is avallable -
in the apnlmcanzs* service area adequate to meet,the needs f firm

customers on the most favorable terms. That as’ representaulve of
the class of firm customers (1ndustr1al) Whlch would undoubted;y be
the flrst to feel the pinch of a gas supply znadequate to meet all
flrm requirements, the Associat;on bel;eves lt o be well worth the |
p*lce suggested for the flrm.customers by the record 1n thls uroceed- .&d\ 
ing in order to be . assured of the Rock Surings supply. ‘

With regard to ‘the. 1nterrupt1ble zndustrxal customers, uhe‘
Association's posztzon is that a key: factor 1n.the economlc feasm-.3
bility of the Rock Sprlngs Progec* is the conz:nued avallabl zty of
the interruptible gas ma*ket to apol;can s, that regular 1nter-
ruptible cuotcmers are not willing to- bcar the~respous~b1*1ty for
emuov:ation of zas for irserruptible uoe in. excese of tne amount ma;ch:l

would be available ac a normal adgunct to econom;cal meetlng of f;nu
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requzrements, that industry - flnds gas o be an. attractzve fuel and j
regular 1nterrupt1b¢e customers have always purchased 1nterrupt1ble |
gas so long as it has been attract;vely pr:ced ln relatlon To
compet;tzve fuels; that revenues from sale of 1nterrupt1ble gas at:
any rate level above 1mmcd1ate out-of-pocket costs will reduce the
costs which rmst be borme by irm- customers- and that applicants
interruptible customers are. not a burden to them or thezr flrm f
customers as some of the v:ew' expressed during_tue course of thls
pmwﬁmg%wtohhww.” | | ”

The Southern Calzforn;a Edmson company now is a large user
on the interruptible schedules and states thas as a regulated publmc
vtility it is obllgated o p*ovmde adeouate and el fxclent electr;c
servzce none of which is on inte“ruptible schedules, that the
przncxpal source of gas fuel to produce electrzclty in the past has'
been from the lnterruptlble schedules of the applmcants, that such
serv:ce does not provzde for the present needs of‘zts electrzc .
custoners because of the znstabzl:ty, transzent nature, and fade-out
of annual deliveries with the- growth of firm gas load ln southern ‘
uCallfornza, that its over-all fuel requlrements to provmde electric
servxce w1ll more than double in the next ten years and therefore ﬂf_f'

© rmst take reasonable and adequate steps to dbtazn adequate fuel
so as to be able to continue to provlde sat*sfactory electrlc sf-:rv:z.ce*~
on a longrrange basis; that it is actzvely engaged 1n efforts to |
obtain an. 1ndependent out-of—state gas supply for ‘the southern
Calzfornaa area, and that . the Commlsszon should con51der the fact
that app 1cancs may not contlnue to serve its fucure steam plant as:

in the past when conszderlng the economic feesmbzl;ty of the proﬂect-15~
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Two-Fuel Economy e SO

, Thefprocestan*s poihsvto'che‘need for a two—fuelyeconomys-
(gas and fuel 0il) and state that the Commmssmon must welgh the
role of *uel 0il in the southern Callfornma 1ndustrxal markes. “uel'J
oil and gas have always been xn competztzon ln th;s market and 1r'
is the obaectmve of the o;l companzes to—mazntazn thxs competltlve el".
s;tuatxon. They represent that lndustrlal customers have found Ahzs;;-“
competltzon to be beneficial 1n,the past and that ample fuel oiZ can; .
be made avazlable in southern Callfornia if -t zs noc drzven.our of
the market by surplus gas sold at subs;dlzed *ates. | | o

Protestant oxl-compcn es state tbat thc bordor pr;cc of asz

cents per hcf (aftc ad;ustment for Btu content) equxvalent to
fuel oil pr*ce of $2.52 per barrc; and that tbc postcd pr;ce of £u~l"
oil of qZ.*O per barrel——/ (cqu_vulent to 35-cent o*ﬁ)is behmrthe$2 25
price. for fuel oxl in the Los Ange esrarea forecast in. a study made |
by the Stanford Research Tnstltuze for appllcantSf'that there 1s a
world-wide surplus of crude. and fuel oil and that it is. unreasonables‘
16 expect tha* the pr*ce of fucl ozl could reach such a 1eve1 as’ to |
~approach the equlvalent cost of‘the Rock Spr;ngs gas, and that under~ :
t e ccrcumssances it would- seem obvzous that 1f the Rock Sprmngs gass
is to be sold in southern California it would bave to be sold to |
1nterrupt1ble customers for less than cost w1th the fmrm customers
:nakmg up the defn.c:.t. | ( | . | .

‘ The oil companies state that the publlc auzhorxsies shouldtsl~

ve advzsed that the Rock Sprlngs gas com;ng as it would immedmately -

after Transwestern could well lead co a one-fuel economy, that fuel

oil can ve dzverted A othe* uses and once this has occurred tce |
avazlaollxtv of fuel oil as a. standby frel for 1nte rupclole customers

‘would be “estrzcted that fuel oil cannot be economlcal iy turned on

13./ As of September 2L, 1960, the Comission was advised . (outside of
this record) that the posted prxce of‘fuel oil was zncreased to

. $2.20 per parrel. 27
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‘and off to meet short-term demands, that fuel ozl 1s avamlable and
;Wlll contlnue to be available in large volumes ;f there ls a market,
ibut they cannot stand by for three, fbur or f;ve years whenever the
gas compan:es deczde to saturate the. market wzth two Practzcally "‘
| :multaneous pipelxne pregects., | ‘, | |
Protestants take the pbsxtzon that a two-fuel economy-:s
in the publlc interest;- that too ‘much gas would be as bad as. toe j' N
little gas in the southern Calzfornza market tha 1t woul& be better
for the- southern Calebrnla economy, better for the rate payers,.ej_
bettcr for the Ca11 ornia ¢il. 1ndustry, in fact better fer the f“'
appllcants themselves if the Pock Sprxngs cert;flcate were denzed
by the Commission. o o '

Staff's Analysis of ucono:nlc :easxbilltz

With regard to the econom;c feasibility of the Rock Sprzngs‘
Proaeet, the staff represents that in the first few‘years zt wzll
incerease aoplmcantsﬁ cost of ex:st;ng supplxes by over'b5 OOO OOO |
per year. ?nrthermore, if instead of the Rock Sprlngs gas the addz-"
tional 150 million offeied by Transweste*n werefpurchased there would‘
rave been a $3,600 000 annual saving on the exzstzng Transwestern
supply. loreover, there are intangible items. on whzch a dollar |
‘fzgure is dszlcult to: place, such as, rxsk of greater cest alloca—
tions from Paclfzc Northwest .and Colorade Interstate Systems added
transport: costs for ezrcu;tous routlng.and the _1klihood that in
the f;rst few-yesrs of this proposed'progect the costs to dellve* :
this gas will be in excess of"rates whlch the applicantsvnow charge
' for much of Ats *nterruptible 5as. | |

"be staff staves that El Paso's ex:st;ng aystem can su ’yl

mreater vhan present contrac deszve“mes aad thev scu;d be 1rcreaoed},g N

uneil he plpellne addl“1°ns here prOPosed are actually needed"that%ﬂf~"
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25% o the proposed gas is from the San Juan Bas;n wh;ch ms now
dzrectly connected to Califernia- that 53% of the proposed,gas 15 ”
from Texas and Oklahoma where zl Paso has a lmne termznatmng at
Duxes, Texas, near the sources of this gas and through substztuzmone__[‘
could bring this gas. dlrectly o Calzfornma- that the rema;n;ng 227;ge.5-*“‘
from Rocky Mountain sources could be brought to Caln.forn::.a over -
exlstmng lmnes, that the Rocky Mountain area has great future
pctentxal but EL Paso is ina posltzon o delay the addltzon of
thlu ompellne until actual dxscovery and purchases have been
effected in pmpelineable quantltles- and ehat the proposed progect
does not provzde a dlrect route for Canadm&n gas to southern
Caleorn;a - R o
As a verlficatlon of the showmng by'appllcant regardlng
the revenue deficiencies in the early years of the proaect, compu-  ‘
tatzons were made from Exhlbzt No. 65 using supplementary materzal f
sev forth in Exhibits Nos. 19, 59, 63 and 71, and the - present f;led*l
| earlffs. Such calculatzons ve*xfy the conclus;ons in. Table No. III~“
that it wzll not be befbre 1969 when anreased revenues at present
frates due to the avamlabmllty of exxra gas would exceed for‘that year
the costs of the project. assumzng no~change in the supplmers’ costs.

Stated in unit terms the resu;t of‘thzs computatxon are*"‘\

é_Per Mcff*

Cost of Rock.Sprzngs gas at Border - k L 38.03¢
Cost of Transport to Market Center = - L lh¢"
Total Cost Delivered ‘ R 2. 17¢

Revenue from Firm Service | : S BL.3g
Revenue from Interruvptible: ST :
Regular Incerruptidle o &6-~¢
Steam Plant and large L ‘ o 33 L
It i apparenx that if durzng the first £ew yeare a largee,ee
Dart of this g 45 has to be uo;d at 30.~ cents and _t ts.42.*7

cents to deliver ‘i a deflcie ot condztxon results, bux nhen mo*e of L
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the gas is sold at’ 46.1 cents and 84.3 cents per Mcf the deficient |
condition would be reversed in the later years of the pro,Ject. o o
Line Routu.gg Economics | B | o -

The prOposed Rock Springs Progect bri-ngs gas from the ,
Hugetorn Field in southern Kansas and Oklahoma adjoining the Panhandlo"

area, fromw the San Juan Bas:.n, from Rocky Mmmtain sources, pr:.nc:.-
pally the Big Piney Field and" ult:x.mately from Canadian sources v:.e
either Sumas, Washingtoen, ox K:.ngsgate, B. C.‘ Roclcy- Mountain sources
are pow reached by Pacific Northwcst and Colorado Ir.terstate Gas
Company pipelines- B | : .
| The staff po:.nts out in Exhi‘bit No. 69 that the route of
the Rock Springs and Colorado Interstate lines is about 380 miles
longer transmission distance from the Hugeton Field gas than :x.f it. "
were brought over the existing El Paso Natural gas lines. ~ Also by
Exhibit No. 69 the staff shows that the Canadian ges £rom‘v , _
Coeur D'Alene ovexr the Pacific Nerthwest and. Rock Springs 1ines is . o
9500 miles greater dista.nce to the state border tba:n Canadian gas :
will have to travel over the ?acif:.c Gas ’Iransmission line. : The
proposed Rock Springs line is the most direct route from the Rocky _
Mountain area to Los Angeles but the quantity of Rocky' Mozmtain ga.s -
comparat:.vely is small. This Rocky Mountain gas could be moved to
Los Angeles over the existing Pacific Northwest and E‘J. Paso systems
viz Topock with greater haul, or it could be moved to the San |
~ Francisco market via Pacific Northwest and intercbange at. Pendleton

with Pacific Gas '!.‘ransmission. ( ,

The witness for the El Paso Ngmra.l Ga.s Company pomted'

out that the p:.pelme d:.stance from Duma.s to Ivanpah Valley :.s

1,274 miles; the distance from Dumas . to Topoclc i 964 m:.les, but.
Topeck is 35 m:.les £ertoer away than me \Ievada-La., Vegos gateway, '

'so the effective d:.fference s 275 miles ...nstead of the 380 m.lcs‘ |




A aosss«rv(@n__) JaC/ET ¥

shown in the Staff?s exhibit. However, thzs wztness po;nted.out |
that Colorado Interstate was never wzllzng w0 make any sale of 1ts
Huueton gas on a. permanent basms for d;rect transport but—would

only sell it where zt could be a part-of.a progect that would be t“‘
useful in their systez in serving themr customero.‘ In hls-gudgmert -
the advantage of being connected to the potentmal along the Coloradop
Interstate systen offsets the<ilfference of 275 mmles.of.f‘ *

The staff questioned the EL Paso*wztness on’ Justz 1cotionvr"
for rout;ng Carnadian gas from Spokane, Mashlngton, to Wyomang on the
way o southern Cal:forn;a as bemng a “d;rect route from. Canada" "

In reply the w:.tnese stated that the gas connection can,be conszdered
dzrect by reversmo the flow from Pendleton down to Rook Sprmngs

and by usmng capacity already constructed, ouch feat is possible by‘75
substl Tution part of the tlme and by actual phys;cal dellvery the ,” 
_balance of ,he txme. With very l;ttle addztzonal capmtal expendz—,‘

ture he 1nd1cates, 1t is possxble o delxver at Rock Sprlngs an
addmtzonal approxamate 200 mllllon cublc feet o* gas per day.o de
mamntazns that thzs is a. physmcally effmczent as well as an

econom;cally effzcxent method of delzvery of addltlonal gas out or.t~z"“
Canada to the Caln.forn:.a zarket. o B

Summary;as £0 Economzc reaszblllgz

Lool-::.ng at the proaect' from the short term (fn.rst 7 years)"xj'flj -
the trogect does not appear econom;cally feas:ble because.-: S
1. It will cost some $39 OOO OOO nere: than the revenue to -
be derzved using present rate levelo.r o - -
It will tend toward a one-fue’ economy lf gas completely e
replace frvel oil in st eam pldntw and large 1ndustr1al
plarts.‘-Th~ state needs an.adcqpate suppl; o A uel orl

o provide for th the °tandby servnce reqtired by
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intexruptible tari“fs;_ Existing interruptible tarlffs ﬂ
require that customers must have a standby source of fuel
Large gas sales and low fuel oil sales for two or three o
years may cause refn.ners to change the cmcking process and a
lower availability of fu.el oil to the point where the | -
economic advantages of the interrupt:.ble busn.ness are lost.‘
A rate increase is ind:.cated prmcipclly from the fi*-m |
| customers, however, appl...cants represent it w:Lll be small.
The advantage of puxchasing: additi’.onal gas to more i
cfficiently utihze existing p:[peline capacity sub-

‘stantially is blocked by present contracts.

‘ Applz.cants have not come forth w:i.th any proposal that wou...d
save the Zirm customers the possi b:.lity of a racc increase in the
carly yccrs of the pro3ect or allemte completely the dangers of a:
one~fuel economy. From the long range standpo::.nt the pro_'; ect appears
econom_cally feas:.ble.; An excess of revenue over cost del:wered to thc‘
market area of $93,000, 000 over the 1:.fe of the prog ect is shown under |
the rates and costs as of the date of analys:i‘.s. Applicants stud:.es |
: generally assume that 25 percent of the fuel rcqu:.rements of :.nterrupt--' '
ible customers will be sexrved 'by fuel o:'.l° however, lf many of the
rarger customers bring in their own gas Supplies th:.s assumpt:'.on may
be wrong. I o
The large interrupt:’. 1e customers. have bcen unw:.ll:.ng to :[
make I.ong term comtments with the gas compam’.es and have test:!.f:.ed
| in this proceeding that they will only purcnase gas so long as it
is competitive with fuel oil. I’he staff po:.nts out that the appl:’.-
cents have included in their annua." total-use forecasr the full gas
reouxrements of all interrupt:.ble customers, although three of - the
large of t..ese customers have given not:.ce that they w.ill'not perm:.c
automat..c annual renewal of the:.r G-S4 contracts. Included therein is.

Soutnern California Edison Company, appli.cants large-st interruptible

customer, who takes approxmately one-half of al}. steam—e‘l.ectr:r.c plsnt B

as. ‘
8 , _32-.
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ISSUE NO. 3 - NEW ARZAS AND NEW SOURCES =

Applicants’ Representation

‘ Cne of the most szgnmflcanx advanzages of the Rocx Spr;ngs =
Proaect in the oplnzon of the app 1cants' pollcy watness, xs-that
the gas supplles will come from new'areas, as yet unconnected to f.'
appllcants' systen, -and that the souxhern Calzforn;a market W1l be
able to draw gas from new-soulcee 1n the Rocky Mbuntalns and Cana.da1
.haVLng promising potential. for future development and expansxon to ;
neet the futwre need for gas. fl' o | o

| The president of DeGelyer and MacNaughton, a- f;rm wh;ch
hav as its principal busxness consulting servxces in the fmeld of
geology, engineering and economzcs, 1nclud1ng the estmmatzon of o;l
and gas reserves, Took excepti on to the publ;shed flgure of proven '
ras reserves in the Rocky Mbunte;n.area az the end of 1959 to be |
Z .5 trilljon cubic feet. Based upon hlS knowledge the recoverable
gas reserves,iﬁ the area are atleast 12 trxllmon‘cub ¢ feet and |
éreﬁgbly 15 to 20 trillion cubic feei.‘ He also stated that oml and
gas development in the. “ocky'Nounxain area 15 in embryon;c stage-‘l :
that the area has made sxgnlflcant advances in the past decade that
exploration has barely sc*atchea the surface and that wzth a gas |
market: available, the temno of’exploratory actlvity has been lncreas-w
ing each year. | o | | e |

- Staf: 's Analysms

e

The staff points out that ouz-of-state gas _mported to=f¥,‘
California is presently supplied brlnclpal y- om.tnree sources.f_
°e*m1an, Plnhandle and San Juan Baszns. “he gas zs gathered andl_;fﬂ
transported to Cal 1fo*n;l-u rough the lar n-twerks of she El paso :f'H

Natural Gas Comoary 2ine sys*eme.' The recent lntroductlo 'of
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Transwestern P;peline Conpany extended these sources of out-of—stateg_]'
gas. it reaches two pr:nczpal areas, the lower Permaan Basin in- S
the proximity of Puckett, Texas, and. f;elds in the Panhandle area off-f'
_Texas and Oklahoma. | o o 'a ” a,:_
Approxamately one-half of. the-gas for thls project wxll ,;*”
come from southern Kansas and Oklahoma ad;omn;ng'the Panhandle area |
which already is connected with Calafornla. Approxamately one—&'f“
quarter of the gas will come from the San Juan Baszn whlch lmkewase
is connected to Calmfdrnla.' The other one-quarter will come from "
Rocky Yountain sources. This progcct in effect 1ntroduceo two new
produc;ng areas to souzhern Callfbrnia, namely, the roky Hountaln o

area and Canad:an sources.~ . . . S
‘ The Rocky fowntain area already is reached by Paczfzc

Northwest and Colorado Interstate Gas Company llnes._ In vaew‘of

the comparatzvely small quantlty'of gas-avallable mn.the Rocky
Mbuntazn area, there 1s considerable qnestlon as to the logzc of
placlng a plpelzne direct to. such area.. The staff*s analys;s of
avallable publlshed 1nformataon on quantztles of gas and local use . |
: of gas in the Rocky‘Wounxa;n area is set forth ln Exhlbat Nb. 69 andf

E is summariz ed below. ‘

Proven Reserves in Million Cubic Feet _ 'g‘”‘cV" el
Colorado . . . E : ,381 OOOV}“‘ TR
Utah o 259,000

Total L _%jéjjwu@.

Twent —Year: ﬁeliverabllltLin II:.llion Cubiec Teet B | | "‘,
3 ger Year . 33b 850- ASO 590“‘

Gas Marketed Per Year, Million Cubzc Feet ;;‘amﬁi o
Colorado I ] 97 OOO?wgfw{ ‘
Utah. - S 19, 247

Wyoming | o 133,000
“motal Amnual o _2'22"27:7 eI L

- Total Average Daily ',|3-,§2$ﬂ;gix; ;
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The. eotzmate, for 1966 of reserves and gas marketed areubased on‘/r. 
proaec ved trend of l95k-581actual by‘a straight-lzne statistical
pro jeetion.

The staff's conclus;on on‘thls s;tuatlon lS that 1n'the
'three Rocky Mountain states of Colorado, Wmelng and Utah 1f‘present -
trends of gas discovery and gas conaumption contmnue, and neglectzng
1mportatzon of gas from,other areas to these states, consumptmon,)_

| will exceed delmverabzlmty from proven reserves DE l966.\j?'

Danger of Loss of Proposed. Supplz IR |
} The Civy of Los Angeles takes-the posztxon that this -

_,'Rock Spr;ngs proposal offers an opportundty for'Calmfornla to tapiﬁo‘

two new sources of gas - sources from which Calz ornla may oecuref
,gas in 1ncrea,1ng quanzltzes soward. satisfymng the hdghest rurure”-f
uoeo and needs of its growmng populatlon ‘that 1ndustrmal gae users g,'
can purchaoe and transnort gas ours:de of offect;ve regulation and
therefore, the Commlssxon muot recogn;ze that the gas supply 1nvolved /:
,ln an application. wmll probably be unavamlable 1n the fusure unless
tke appllcanmon is prompvly granted* that the effectuation of thds
prooosal may {nvolve cost rzsks bum 1£ these rmSkS«are not assamed
the promised addrtzonal gas supply ©ay be lost forever, and may be
lost without recourse, that any cost r;sks zncurred in effectmng,ﬁhe o
'oroposal here in issue are more than offSet by the advanvages"and
that the anproval of - thms progect w1ll serve the publ;c ;nterest.l_
Were the proposed gas suoply all to come from one fleld
the danger of loss of the. supply wou.d appear greater than the current‘f
propooal where it comes fron several sources and 15 neld under

contracts by more: than one supplmer. “urthermore, the eost of the-e

‘ga is suffmcxens;y n,gh vhaz *his rdsc of‘lous 13 ‘urcher m;n;mdaeo. rf‘@}
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The City of Los Angeles also noznzed out lt Ls-wmth;n thc :

Commis ion'* power to mltigate cost rmoks howevcr, zf it ghould
conclude that the applzcants’ 1ndustrlal market estlmates may be _
hlgb or that thelr California Supnly estmmates may be low, and that
the Commissior in v:ew'o* the oest;mony by the preoldenz of El Paso, ‘ 
can oronerly-cond tlon its approval of the applzcaulon upon oellvery

- postponements to mteh the aqppl:xc::a\nt::‘.‘r needs. o '

Substztute Puels:

The fect of subst;tute fuels on fuzure needs of natural
gas should not be overlookad. If the prlce of gas contlnucs to rzse
“esidentlal customers may sv:tch to electrzczty, o;l and coal for  f'”
their fuel needs. coal nay be converted o gas ln the olelds and oml‘f”‘w
may be converted to gas-locally.. Furthermore, in addztlon to the
future effect of possxble d;rect gas purchases by 1ndustr1al customers
in cons dernng the need’ ’or Rock Svrlngs gao, the staff polnts to
the testzmony of the large’ cemenn company w:tnesses to—the effect
that they m;ght even convert to use of so*t coal and to the future ,
effect o* nuclear energy go be used by steam-electrmc planxs in®
*ep;aczng gas fuel. _ | Tl

LoggﬁRange Benefits

As To the long range benefzts of the proposed proaect thejff‘
staff statesrthat the Rocx Sprlngs P*oaec* doeu not prov:de a new
:source of gas as gas comes’ *ro“ exast*ng systems and from areas
already tapped by these varzous systemS‘ that 1t is not a new-plpe-o,‘
line, dut rather an addit on to exustlng n:pellnes- 1c 1s not a x  
plpel ine dzrect o fzeld sourcec asdzt zuvolves "earrangemenzs of i".
tzng oysteus, *nterconnectmons a d oerv1ce from these systems
and wlll ‘ln faﬂt, share in czve*smty of loaﬁ wztn cuotomers nowl

I qerved in 10 western stat es, tnat the dzsta“ce of pransmassxon of
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thxs gas is severa.l hundred m:.lc.» greater t‘man by means of dzrect
pn.pelmes to f:.eld sources. Nh.'l.Ch necessarn.ly add to ::.ts cost that
the Roc¢k Spr:.ngs project in future ad;)uda.cata.on of pr:a.ce a‘c. the

border w:.ll have to cons:.der costs on the ent::.re Pa.c::.fic Northwest

systen of E1 Paso as well as costs on the entl*e .aystem of Colora.do |

Interstate° that the Pac:.f:.c Northwest system h.as not in recent yea.rs

ach:.eved normal ea.m:.ngs and future rate proceed:mgs are expected' P

tha.t pecx.lzar:.ues of Colorado Im:erstate sy.»tem mll resul'c. in costf‘ R

allocations by which Cala.fom.xa is sharmg n.n the cost of fa.c:.la.t:es\ :

which are and will be used solely to serve the Denver I’.farket' tbat
in the first few years of this proposed proaec-b y the :.nterrupta.‘ole o
customer w:x.ll receive the magor benef:ats as the costs to de,.:.ver ..t

will be in excess of rates which they now charge for :.ntempta.ble -
gas- and that no long-range benef:.ts vn.ll be ga.:.ned by' br:.ng:mg 'ohe '

addi t:.ons of thls project well in advance of need. R
| The st.aff also pomt.s out that the pra.ce of Rock Sprmgs
gas at the border is barely favorable wn.th other new out-of—state
sources and part:.cularly mentzons t.h:Ls Co::m:ss:.on s recent Dec:.s::.on
No. 60561.. which gives the cost of Canadv.an gas to Pac:..f:x.c Ge.s a.nd
Electric Company stated in the tar:;i‘f equlvalen'c basms as-, '
Year 1961 - 38.7¢ per Mcf
Year 1962 - .39.5¢ per Mef
Year 1963 - Ll. 7;£ per- Mcf
418,000 Mef per day at the sta.te border.
The appllcant.s' v:.ews as to long; range benefn.ts are- ,
(1) The Rock Springs supply ~~r:z.11 perm.t Souuhem Californ:z.a to draw
gas fremsources in the 1%oc:k-y Nounta_ns hav:.ng promis:me; potert:.al
for future development and expans..on- (2 chat t.he pos,.t:.on of the
=L conp_etel y ignores 'c.he t*e::zendous ad vanoa.ges of a*';acn:.ng To

a new source of pp.a.y in :.‘;s earl v s‘:.ages o‘:? development, \3/ tha'- S
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“The uncontroverted teotxmony of the preszdent of DeGolyer and «

MacNaughton completely overrzdes any contentzon that thzs is a gas B i
deficient area; - (&) that even in the early stages of the Rock SprzngoV'
Project, substantxal quantltles of gas wall come from the Rocky :
. Mowntain reg;on- and (5) that so—called c;rcuitous plpelmne "outes
are of no szgnmfzcance, provzded they do not result mn costs greater vf

than the costs that would be requ;red wzth dzrect independent pxpe—"‘

lines.

Summary of New Areas and New'Sources

The proposed proaect will brxng to southern Calzfornma gas;;

from two new areas and sources, Rocky N nntamn and Canadlan, but less

than half of the proposed supply'w:ll be comlng.from such neW"
areas and sources. The danger of loss of the new supply 13 not as .
great as the Clty of Los Angeles contends.' oubstmtute fuels and
development of nuclear energy are lmportant factors to weigh in f“
.consxderlng the adv:sabzlzty of a progect of the magn;tude proposed
The publzc 1ntere st requires conszderatzon and welghlng of the' '

long range venefits and cost »isxks: 1nvolved in thls project.-_

Compet1tlon and’Franchlses

' Applicants state that the propoaed project will pass

through territory now served by Pacific ‘Gas and Electrxc Company and

Southwest Gas Corporation and that they served copies of the applz- E

cation upon each such company. They propose .o obtain later any
needed permltS-or franchises to cover conStruCtlon of the pipeline.“
The Pacific Gas and Electrie Company presented Exhibit |
yno. 80 for the purpose of showzng the locatmon of applxcants- lxnes*“
and its lines in San Bernard;no County, showing tbe locatxon aad T

whera the propooed new ocic Sprrngs pxpe-inc wou1d cross a:eas noW'Q
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covered by Pacific Gas and Electric Company certmficates of public |
convenience and necessity, po:.nt:.ng out that Pacif:.c Gas and Electrxc :
Company now sexves some 3,500 customers in San Bernardino County,
including two resale and 7 large customers- ‘and aslc.ng the Comm:.ssmn
not to impair the rights of Pacif:.c Gas and Electr:Lc Company in San
Bernardino County. By th:.s order none of the cert:.f:f.cates heretofore
issued to Pacific Gas and Electric Company are. beﬁ::.g modified in

any way. | L

Contract Conditions

The basic contract between the applicants and El Paso,
dated July 30, 1958, provides for init:f.al del:f.veries of gas commenc=
ing not later than January 1, 1960. ‘Because of the complex nature
of this project there have been delays occas:.oned by the third and
final submission— 14f- “of this matter on September 26 1960 Already the 7'
January 1, 1960 date has passed. The supplemental agreement dated
June 22 1959 mentions the inftial years of the proj ect as 1961,
1962 and 1963 and’ provides for reduced ini.tie.l del:.ver:{.es. 1f this
project wexre authorized today it is improbable that :Lt could be |

completed in time to del:f.ver any gas in 1961. Under the present
~ status of such contracts, :.t appears that practn.cally Speald.ng the -

load bu:.ld:.ng period would be less than two yea.rs (early 1962 to |

December t963) . Vloreover, the Federal Power Comm.ssion has not g:.ven B

f:.nal approval to this proJ ect a:nd th:’.s may cause the per:‘.od to be

: shortened. .

147 See Appendix B for a chromology of Appiication No. 40543..
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It is apparent that conditions h.ave cbanged-j-‘-s-/ s:.nce the o
~ contracts were drawn and, before approvel of th..s proj ect, the
applicants and the suppl:!.er should have opportum.ty to reappraise‘
these agreements and amend them. '

Posinon of the El Paso Natural Gas Companl

The pres:.dent of the El Paso Netural Gas Company, as’ its. ‘ ‘
witness, stated that oil and gas are found only. in’ sedimentary bas:.ns-'.
that the item of most importance is the- potent:.al or the Rocky
Mountain area; that the southern California ma.rket :Ls the 1argest
part . of El Paso's business; that it b.as great fa::.th :I.n the gxowth of
southern Cal:.fornia and that 1t has advanced Su'bstantial amounts of
money to hold supplies and to carry out this Rocl Springs Proj ect.

Undex cross-examination this witness adm:.tted that the "
100 million cubic feet per d.ay contract that’ Colorado Interstate had
with Pacif:.c Northwest was :Lts most e:cpens:t.ve gas (which gas is =
being diverted to this Rock Springs Project) that the 1ch::z.f:tc: o
Northwest pipeline :Ls now mak:x.ng less than a reasonable return and
its earning pos:f.tion would be :.mproved by the Rock Springs Pro_'; ect;.
tb.at tbe El Paso Company sees the need to ta:.‘! or deliveries to meet‘- -

the market and will mot forece the delivery of a:ny gas on the appli- L

cants that they cannot market, that El Paso :I.s x.mdertakin.g the
business risk of the pr:.ces 'be.ng such that the gas can be marketedq _

are:

a. Edison obtsins Richfield gas. _ '

b. Applicants rejected extra 'I‘ranswestern gas.

¢. Put on notice as to Edison's proposal to :.mport gas diree..ly
through Tennessee Gas Transmission Comoany efforts.

d. New pipeline for Paciiic Gas and Electric Company to obta:.n
Canadian gas and poss _bil ity of interchange.

&. Testimony of president O£ El Pasc Natuxal Gas Compa:zy Tt
insisting on full compliance with present contracts.

15f These changed eoncfftfons (m.thn.n the record) and briefly restated ‘_
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‘and that if the market became "flooded with gas" El Paso would
entertain -on its part a modif:.cation in the contract as :i.t ex:.sts- B

'Fu.nd:.ngs and Conclusions

After consider:.ng the record in this application, the

Commission finds the following main advantages and disadvantages of

the Rock Sor:mgs Prog ect:

Ma:.n Advantages

1t provides direct connection to a new area (Rocky' :
Mountaiz) with gas potentn.al and :!.nd:x.rectly to’ Canada.

It will help assure a long-term supply for the firm
customers in southern Califormia. . ,

It will help alleviate the serious smog condltion

in Los Angeles County as the gas can be used by '
industry and not wasted assxm:'.ng a reasona‘ble load :
building pe:-.f.od. : . e A

Main Disadvantages

1. "J:here is not smfficient exportable gas in’ the new
area (Rocky Mountain) alone to justify this project.
(Large blocks of gas have to be brought to Rock
Springs, Wyomng, from other areas )

A witness for the appl:.cants testn.fied that it will
be necessary to have a rate Increase in the early
years of the project in its present pOSture. '

Undexr present conditions the project does not appear‘
economically justifiable for eight years or fully
advantageous for fourteen years. ' .

The firm customer will not need tb.:.s project for
about seven years. ‘

There is merit to the pos:.t:.on advanced by the.

oil companies of the danger of the possible dis-
ruption of tke econmomic balance of a two-fuel
economy in <his state from the standpoint of the
fuel using public and gas system economics zf this
project i{s authorized as now comstituted.

The contracts are out-dated znd in view of the
expressed willingness of E1 Paso to entertain:
modification, the contracts in their preseat form
are not consistent with the: publ:’.c interest, pax-
ticulaxly Za their exclusion of otcer poten ally,
econonical sources oL Supply- : , :
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In the Commission's op:.nion the disadvantages outweigh the ‘,
advantages, unless appl:.cants can obta:{.n contract rev:.s‘lons or new
contracts to eliminate the need- for & rate :'.ncrease, to reduce the
period before the project is economicsally feas:.ble, and to maintain a
reasonable balance in the two-~fuel economy. It appears that Pacif:.c
Northwest (now El Paso) and: Colorado have much to gain from this

project. The record shows that the Pacific Northwest: pipel:.ne

extend:.ng from the San Juan Bas:m :’.nto the Northwest 1s not now makn.ng; "

its full rate of return, that the economics of Pac:‘.f:ic Northwest have |
been skimpy (Tr. 3234), and. that as. the reSult of the Rock Spr:.ngs
Project, the economic conditi.on of Pacific Northwest wi.ll ‘be much
n’.mproved (Tx. 3235). _ . , ‘ o
Also, the record shows that without the Rock. Springs Pro;ect,h
the Rocky Mountain Division of Colorado Interstate for the year
1960-61 wonld have a defic:.enty of $5,000,000, hut w:i.th the Rock |
Spr:f.ngs Project the def:x.c:f.ency would be . only $1 000, 000 (Tr. 3224) >
and that Colorado Interstate would be relieved from purchase. of | |
100 milliom cubic feet per day from Pacif:rc Northwest which was :Lts
most expensz.ve g3s ('l‘r. 3225) It appears to the Comiss:.on that ” |
Pacific Northwest (now Northwest Division of El Paso) and Colorado .
Interstate have so much to gain from this proJect z:hat at a manM': '

they shonld share with the Cal:.fornia ratepayers their 'benefi.ts and L

undexwrite the early losses and da:ngers to the eConomic balance of e '

 two-fuel economy. , . ‘

In view of the fact that the president of El ?aso has
expressed willingness to wodify the contracts, that the applicants
and the City of Los Angeles have recognized that the Comiss:.on may
properly take this fact into comsideration, thc Comm:.ss:on fmds ano_" |
and concludes that public conven..enee ‘and necess.tty require the con-. |

struction, maintenance and operation of 2 34-:.nch p:[peline and

42~
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 related facmlities between the Callfornia-Nevada border near Ivanpah‘”
Valley and Newberry, California subject totnhe conditxon ‘that |
applxcants be offered by Bl Paso Natural Gas Company revised or new i"
sunply contracts (preferably’new contracts) that will belmore .
attractive to the Caleornia ratepayer than present contracts and
acceptable to the applicants and to. the Comm1351on, and such rev:sed |
0T mew contracts to conform to the requirements of the order heremn.gp)_

The Commission further finds and concludes that anthoriza-""

tion granted by interim Decisxon No. 59455 dated January 5, 1960
granting the applicants a certlflcate that publlc convenience and
necessity reqnire the constructzon, operation and maintenance of a‘~

36-inch plpeline between Newberry‘and Placentla should be affirmed'-"
and finalzzed.

ALl motions mot consiStent‘withLthefabOVeﬂfindingsbandf,“

conclns;ons are denied.

The certlficate herexnafter granted is subject to the '
followzng provision of law:

That the Commission shall have no power to -
authorize the capitalization of this certificate
of public convenience and necessity or the right
to own, operate, or enjoy such certificate of
public convenience and necessity in excess of
the amount (exclusive of any tex or anmual charge)
actually paid to the state as the consideration
for the issuance of such certificate of public.

- convenience and necessity or right.

The above-entitled application, as anended havmng been
considered, public hearing baving been held the-matter having beenn“

submitted and basing this order on the foregoing fzndings and con~ ‘.A1

ciusions; thererore,




~A. 40588 (Amd.) ET *

A\

IT IS ORDERED that Southcrn California Gas Company-and |
Southexn Counties Gas Company of California be and they are ‘granted a‘;‘.
certificate tbat pnblic convenlence and necessxty require “the con-‘
struction, operxation and maintenance of a 34-1nch pxpeline and .
related facilitiesubetween the Calmfornia-Nevada border near Ivanpah
Valley and Newberry, Calrrornia, as descrxbed in the applicatxon, the |
procurement and use of the necessary permits, easements and franchmses e
as may be necessary £o~ the constructlon and/or operation of the
project, tbe tran3portation and sale of gas from.the~pro;ect to thezr '
customers in accordance with thezr certzficates of publxc conwenience |
and necessity, and with thezr rates and rules duly flled‘with thzs;}

Commission subject to the followzng conditionss:

1. 7Tkat applicants obtain from the EL Paso Natural Gas =
Company a new Supply contract Or contracts accepta=-
ble to them and to the Commission to replace the
old contracts that will (a) eliminate the need for
a rate increase as the result of this project
during the carly years of the project, (b) reduce
the period before the project is economncally
feasible, (¢) provide a load building period and
schedule of gas importation that will maintain a
reasonable balance in the two-fuel economy of
southern Califormia taking into account changed
conditions since July 30, 1958.

That applicants prepare and file a revmsed economic
feasibility study (similar to Exhibit No. 65) show-
ing the economic, supply and requirements situation
based on outlook approximately as of the date of
the new supply contract. .

File four copies of a new supply contract to com-?
plete the recoxd in this application, sbowing
date applxcants accepted the new contract.,.

. Applxcants shall mot start comstruction of this
grogect wntil authorized by snpplemental oxder.
erein. : -

In- rewritxng the contracts appl cants snall requxre
all pipeline suppliiers to.agrec to- maxntarn with
this Commissior wp to date copies of theixs approved
tariffs on file with the Federal Powexr Commission .
and to furnisn this Commission copies of enmual
rcports»leed with the Federar Power Comm;ssban.,“‘
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That the contract: should have an appropriate

heating value provision which will recognize

reduced revenue to applicant for deliveries at.

lower heating values. . .

iT IS FURTHER ORDERED that: (a) Southem Califomia Gas

Company and Southem Counties Gas Company of Califomla shall fxle w:.th
this Commissxon a deta:’.led statement of the capital costs of the
34-J’.nch plpeline and related facilities herein authox::.zed w:.thin s:uc

months follow:.ng the date of completion, (b) inter:un Decisions '
Nos. 58095 and 59455 herein are affirmed and made final. C

. The authorization herein granted wﬂl exp:u:e with:!.n one
year unless applicants obtain new supply contracts wh:i.ch meet with
Commiss:.on approval but in the event such supply contracts are’
obtained the authorization will expire if not excerc:.sed within three

years after the effective date ‘hereof. )

-  The effective date of th:t;s order shall be twenty days after o
the date hereof.

| Dated at f;/;omd Caln.fomia, this Q? f%
det'of,M , 19° 50 -

Tresfdent

| ,,@?/Z.ay?/
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APPENDIX A

LIST OF APPEARANCESI N

For Applicants: T. J. Reynolds, Harry P. :r,@tgon, Jr., Henry F.
Lippett, <nd, for Southern Californmia Gas Company; Milford

Springer and Robert M. Olson, Jr., for Sout:hern Coum:ies Gas :
Company of California. :

Protestants: Gerald H. ‘I‘rautman of McCutchen, Doyle, Brown and
Lnersen, fomany, Standard 0il Company of
‘California, Golden Besr 0il Co., Lloyd Corporation, Ltd.,
National Oil Company, Thornberg & Geis, Mt. Diable Co., Bonmac
Cil Company, Marco 0il Company, Atlas Royalties, Inc., McGreghar
Land Company, Petroleum Supply Company and Frank Goldman.

Interested Parties: 0. C. Sattinger, J. R. Elliott and Joseph R..
Rensch, foxr Pacific Lighting Gas Supply Company; Rollin E.
Woodbury, Harry W. Sturges, Jr., John R. Bury by William E. Marx,
for Southern California Edison Company; Chickering & Gregory by
C. Havden Ames, Angus G. MacDonell and Frank R. Porath, for
San Diego Gas & Electric Company; C. H. McCrea fox Southwest Gas
Corxporation; W. W. Miller, Richard Edsall, Willis T. Johnson and
F. A. McCrackin, for Califorxrnia Electric Power Company; Brobeck,
Phleger & Harrison by George D. Rives, Gordon E. Davis, Robert
N. lowry, and W. W. Eyers, for Cal:.form.a Manufacturers Associra-
tion; J. J. Deuel and William L. Knecht, for California Farm
Bureau Federation; Roger Armebergh, T. M. Chubb, Robert W.
Russell, John Symott, Phil A. Erickson, Manuel Kroman and
Alfred H | H, Drisco for the City oTLos Angeles; Dion R. Holm,
Orville I. Wright and Robert R. Laughead, for City and County Tof
San Francisco; Wallace K. Downey, for California Portland Cement
Company; Enrighc iott & Betz by Norman Elliott, for Momolith
Portland Cement Company; F. T. Searls and John C. Morrisse , for
Pacific Gas and Electric Company; Henry E. Jordan, Lesiie E.
Still and Walhfred Jacobsen, for the City of Long Beachk; _

0 'Melveny & Myers by Lauren M. Wright, for Riverside Cement
Company, Division of American Cement Corporation; W. D. MacKay
{Commercial Utility Service) for Challenge Cream and Butter
Association; Harold C. Brown, and Vinson, Elkins, Weems & Searls
by Raybourne Thompson, for lranswestern P:Lpeline Company.

Commission Staff: Louis W. Mendonsa, Harold T. McCarrhz. ”

LIST OF WITNESSES

Evidence was presented on behalf of the applicants by: GCrove lLawrence,
J. A. Millen, Frank M. Foster, J. C. Oberseider, Keith Kelsey,
W. M. Jacobs, John H. Murrell, M. M. McMahon, W. J. Herrman,
Paul Kayser, W. E. Mueller, Homer R. Ross, A. M. lawson, Raymond
W. Todd, Farrele. S. Young, James W. Gaston, M. C. Norwood,
Edward L. Dunn, Melvin A. Ehrlich, Barxry Hunsaker, Thomas ‘L
Pelican, John J. Yeonopolus and M:Llls Cox. ‘

Evidence was presented on behslf of the interested partz.es by- . .
Willis T. Johnson, T. M. Blakeslee, Robert P. O'Briem, Robert W.\

Mzuey, David C. Honey, R. G. Patterson, Edward .T. Rey, and
William W. W:.tmer. :

Zvidence was presented on bebalf of the protestants by.‘ I-’el:.x

Chappellet, D. D. Ostrom, Richard R. Von Hagen, Al C. Rubel
and Fredrick C. I.oom..s- :

Evidence was presenred on behalf of the Comm:.ssion 3t:aff by. Do
Keuneth J. Kindblad, Louis W. Mendon.,a, Bruno A. Dav:t.s, Harold H.-
Heidrick, and Clarence VUnnevehr. o ‘
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| APPENDIX B
CERONOLOGY OF AFPL ICATIOV NO. aos&&

November 7, 1958 Application filed and awszgned No. AO588-
Janvary 13, 1959 First day of public hearlng._

March 10, 1959 Pirst Interim’ Dec;sion No.. 58095 1scued after
Live days of hearing.

Nay 14, 1959 Order approving. petmt;on of Western 0il and
Gas Association for leave to withdraw. "

May 22, 1959 Order grantmng petztlon of Rlchfleld Ozl Comoany,
Standard 0il Company of Callfornla and others ’Or
permission to intervene. - ‘ | ‘

June 11, 1959 Matter concluded and first. submissxon. -

June 24, 1959 Applicants® filed petition to set as;de sub-
_ mission and- reOpen broceeding :

June 29, 1959 Order settlng_asxde subm;ss;on and reopen;ng for
- further hearzng.

Lugust 12, 1959 Second. subm;ss;on. N
. hugust 31, 1959 Opening brief leed by applicants.

:Sépnember 22,1959 Reply briefs fxled by protestanto and 1nterested
. parties. | , | '

October 2, 1959 Reply brief filed by appllcants. u-vf‘fv

" November 18, 1959 Appllcants flled an Amendment to Applmcatlon for
- authority ® build N’ewberry—?lacent:.a Lline p*omptly.

December 1, 1959 Order settzng aside suwbmission and reopenzng for

further hearing and reqpirzng addztxonal tudies
by applicants. N ,

Jénuary 5, 1960 Second Interim Decision No. 59455 1ssued author-.
| _ izing 36-inch line Newberry'to Placentla._' :

tJuly 29, 1960 Third submission after a total of 25 days of
' hearzng,subgect o f:lzng of brxefs. “l-

August 19, 1960 Anplzcants' open&ng b*mef ’z-cd

“oeptember 12, 1960 Answerlng briefs of' p*otestanzs, lnterested
parties and staf’ fmled. - :

_:ucpgemhe* 26 » 19860 Qco*y b*le* of abplzcant° ’*lcd
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