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Decision 91-01-031 January 25, 1991 

MaIled 

JAN 2' a'1991: 

BEFORE THE PUBLIC UTILITIES COMMISSIONmJlIWJi~. \a.rf~~IFORNIA .... 1111 ,' ,-

Order Instituting Investigation) ,~ U UJWt1 
on the Commission'"s Own Motion) I~8:8-12-027 
into the Interstate Natural Gas ) (Filed Oecember 19, 1988:; 
Pipeline Supply and Capacity ) Petition for Modification 
Availa~le to California. ) filed October 30, 1990) 

------------------------------) 
op" X NJ Q N 

Altamont Gas Transmission Company (Altamont),l 
petitions the Commission to modify Decision (0.) 90-02-016 in Order 
Instituting Investigation (I.) 88-12-027, to find that Altamont~s 
proposed pipeline project meets the criteria for the Commission's 
support, and to direct its general counsel to make appropriate 
reprc!entation! of 3uch 3upport Defore all executive, l09i8lativ~, 
and jud.icial d.epartments of the United. States, 'of California, and 
elsewhere, including specifically the Federal Energy Regulatory 
Commission (PERC). 

In 0.90-02-016 we found. that California requirea 
su~stantial additional natural gas supplies and pipeline capacity, 
and we set forth the criteria against which proposals for new 
pipeline capacity would ~e evaluated. We stated. that we would. 
support any interstate project which met our criteria. We chose 
not to select a specific proposal ~ecause we wanted. competitive 
forces in the marketplace to choose how and by whom California'S 
need. for additional transmission capacity woula ~e met~ 

1 Altamont is the successor to the Altamont Gas Transportation 
Project. Altamont was formed. as a joint venture whose participants 
and their respective interests are: 'Amoco Altamont Company (Amoco) 
- 25%; Entech Alamont, Inc. (Entech) - 10%; Petro-Canada Altamont~ 
Inc. (Petro-Canada) - 25%; and. TenneCO-Altamont Corporation 
(Tenneco) - 40%. 
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~Mt....:ec<rjesr£ 

Tho Altamont Projoct is desi9ned to deliver Canadian 
natural gas to sout.hern California. Natural gas originatinq in 
Al~erta, Canada, will ~e transported to Altamont's pipeline at the 
U.S.-Canadian border throuqh the facilities of NOVA Corporation of 
Alocrta. The Canadian natural gas transported oy Altamont will be 
delivered to the already certificated facilities of Kern River Gas 
Transmission Company (Kern River) at a point of interconnection of 
the two systems near Opal, Wyoming, for Ultimate delivery to 
southern California. A.ltamont and Kern River have entered into an 
a~reement which o~ligates Kern River to esta~lish an 
interconnection between the two systems and to expand the Kern 
River system to accommodate the Canadian na~ural gas to, be 
delivered by Altamont. The Kern River system will interconnect 
with Southern California Gas Company's (SoCalGas) system and 
potentially that of Pacific Gas and Electric Company (PG&E). Thus, 
the natural gas transported by Altamont will be available to servo 
enhanced oil recovery customers, local distri~ution companies, and 
other customers in California. 

Altamont alleges that since the conclusion of the OIl 
hearings in September 1989, there have been numerous advancements 
in the Altamont Project. On May 14, 1990, Altamont executed a 
Construction, Operation and Maintenance Agreement with Altamont 
service Corporation, an affiliate of Tenneco Gas, one of the 
country's largest natural gas pipeline operators, which provides 
that Altamont Service Corporation will construct and operate the 
Altamont pipeline. On May 15, 1990, Altamont filed with FERC an 
application for a certificate of public convenience and necessity 
under PERC's optional expedited certificate procedures (PERC Docket 
No. CP90-l37S-000). In connection with this certificate 
application filing, Altamont also filed with FERC on May 15, 1990, 
(1) an application for authorization to transport gas on an open 
access basis (FERC Docket No. CP90-1372-000); (2) an application 
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for authorization under Section 3 ot the Natural Gas Act to locate 
facilities at the U.S.-Canadian border to import gas into the 
United States (FERC Docket No~ CP90-1373-000): and (3) an 
application for a presidential permit tor the construction, 
operation, connection, and maintenance o-f pipeline facilities at 
the U.S.-Canadian Border (FERC Docket No. CP90-l374-000). 

Approximately 75% of the Altamont's design capacity ot 
718,760 thousand cubic feet per day (Mcf/d) is already committed to 
shippers. Specifically, Altamont has commitments with Amoco Energy 
Trading Corporation for 103 million cubic feet per day (MMcf/d): 
Entech, Incorporated for 51 MMcf/d; Petro-Canada Hydrocarbons, Inc~ 

for 50 MMcf/d; Salmon Resources Inc. for 103 MMcf/di Tennqasco 
corporation for 25 MMcf/di and SoCalGas and Pacific Interstate 
Company for 200 MMcf/d. Altamont is actively negotiating tho­
related transportation contracts for these capacity comxnitments. 
Altamont has also received from shippers letters of interest 
totaling 490 MMcf/d of transmission capacity. 

Altamont has entered into binding agreements for the 
majority of its capacity. The Shippers which have chosen to comxnit 
to the Altamont Project have extensive experience and resources in 
the natural gas industry. Their commitment, Altamont states, 
reflects the industry's strong support tor the project and 
acknowledges the industry's perception of the project as 
advantageous. The remaining uncommitted capacity is subject to the 
intercs't of othor shippers who se~k more than twice the tirm 
capacity available~ 

In addition to shipper support, Altamont asserts that it 
is economically justified on the groun~s of 9as-to-9as an~ 
pipeline-to-pipelinc competition. The construction ot another 
inQependently owned pipeline corriQor to Canada will enhance both 
these types of competition in a manner in which no other p'ipcline 
proposal can. Separate access to Canadian and Rocky Mountain 
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basins will encourage competition between Canadian producers and 
other supply basins. 

The interconnected Altamont and ~ern River systems will 
directly access both Canadian and Rocky Mountain basins. 
Furthermore, these new supplies will be transported over a line 
which has the effect of diversifying transportation risk. Through 
the selection of a route geographically distinct from existing 
systems, Altamont will ensure the security of California's natural 
gas supply. Alta~ont's capacity has been and will be allocated by 
contract to shippers. Shippers have shown their support through 
the execution of precedent agreements totaling S32 MMctjd and their 
expressed interest in the remaining uncommitted capacity. Once 
cOn\l'l\i ttecl., firm shippcr& will be able to broker eap~.ci ty consistent 
with the assignment provision in Altamont's tariff. Cost 
responsibility for the additional 719 MMcf/d capacity represented 
by the Altamont system will flow to those customers who will 
benefit from firm service on the pipeline. All capital and 
operating costs of the Altamont system will be borne by Alt~mont's 
shippers pursuant to trans.portation contracts. 

The Altamont system will ~e constructed outside o! 
California. Canad.i:ln gas transported by Altamont will :be delivered. 
to southarn California by ~ern River. Once the Canadian gas 
transported. by Altamont to the Kern River system reaches Kern 
County, California, it will be transported through the tacilities 
of SoCalGas, and potentially through the faeilities of PG&E.. Both 
of these lines are su~ject to the Com:mission's jurisdiction .. 

Altamont contends that it meets each of the criteria 
established by the Commission in its OIl decision. Altamont will 
provide significant advantages to California consumers by promoting 
gas-on-gas and pipeline-on-pipeline competition. Furthermore, any 
risk associated with the Altamont system will be shared solely by 

Altamont's owners and its shippers. 
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Altamont requests that the Commission indicate its 
support for the Altamont system to FERC, which ir; consistent with 
actions taken by the Commission in Pacific Gas Transmission 
company's (PGT) expansion proposal in Docket No. CP89-460-000. 
Thero, the Commission has tilod a statement of support tor the PGT 
proposal as meeting its OII criteria. 

Altamont's project satisfies our criteria for interstate 
capacity. (See D.90-02-01G at pp. 89-102.) The project's economic 
viability is established by &trong customer commitments. We are 
confident that the project will not be built unless it proves to b~ 
economically feasible since Altamont is not expecteo to construct 
without first obtaining contractual shipper commitments sufticient 
to obtain financing. The project al$o moets our criteria by 
accessing reliable, long-term gas supplies and fostering supply 
diversity. Altamont will provide California with access to· gas 
supplies from Canada. Its construction will benefit California by 
offering an alternative route for shippers, ther~by increasing 
supply reliability and competition. And, of course, the project 
satisfies the needs of the market. It provides a new source of gas 
to the enhanced oil recovery market by way of the Kern RiVer 
project. Brokering of capacity, as required by FERC and the 
California Public Utilities Commission (CPUC) , also will be 
available. Finally, there are no cost allocation problems 
associated with this proj~ct. Shippers on the project will pay the 
full cost ot the new pipeline and no existing customers in 
California will bear any of those costs unless they choose to take 
service from Altamont. 

Because Altamont is entirely constructed outside of 
California, we have no concern regardin9 the reversion of 
interstate faeilities within California to jurisdictional utilities 
at some later date nor concern regardin9 the waiver of General 
Order 96-A. In rcsara to bypass since Altamont will connect with 
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Kern River and because we have approved Kern Riv~r (0.90-10-034), 
we believe that we have already disposed of that issue. 

We wish to emphasize that our finding that the Altamont 
project meets our criteria in no way deroqatcs from our support of 
PGT's application for a certificate of public convenience and 
necessity now pending before the FERC in Docket Nos. CP89-460-000 
and CP89-460-001. In those dockets we have filed a statement dated 
April 11, 1990 in which we said, 

HThe CPUC has concluded that PGT's settlement 
and certificate application herein are in 
compliance with the CPOC's criteria. 
Accordingly, the CPUC hereby states that it 
supports fully PGT's certificate application 
and offer of settlement and requests that the 
Commission give its speedy approval to both, 
subject to the requirements of federal law. 
This statement ot support tor a tedoral 
certificate is in no way intended to prejudge 
issues pendin~ before the CPUC in connection 
with the appllcation of Pacific Gas and 
Electric Company to expand its state requlated 
tacilities within California." 

We continue to advocate the positions set forth in that quotation 
and nothing in this opinion regarding Altamont should be considered 
in derogation ot that statoment to the FERC. 
Findings..,2f Fact 

1. A public hearing is not necessary. 
2. The Altamont project as set forth in its petition meets 

the standards for our support set forth in 0.90-02-016 and 
I.88-l2-027. 

CODclusign of Law 
The petition should be granted. 
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Q R OJ R 

IT IS ORDEREO that the project of Altamont Gas 
1ransmission Company meets the standards for our support set forth 
in 0.90-02-0l6 and 1.88-l2-027 and that the general counsel shall 
make appropriat~ representations of such support ~efore all 
executive, legislative, and. judicial departments of the United 
States, of California, and elsewhere, including specifically the 
Federal Energy Regulatory Commission. 

~his order becomes effective 30 days from today. 
Oa~ed January 25, 1991, at San Francisco, California. 

I will file a written concurrence. 

/s/ JOHN B. OHANIAN 
Commissioner 
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Commissioner John B. Ohanian, Concurring 

The past four years has seen a dramatic change in this 

COmlnission's attitude toward additional natuaral gas pipeline 

capacity to California from opposition to support. This change 

has been to the future benefit of California. 

Among the agonizing decisions we have wrestled with is that of 

endorsing pipeline projects. To gain Commission endorsement, the 

commission established "objective'" standards that a pipeline 

proposal would have to meet. Though voting with the majority to 

establish these criteria, my preference has always been to· 

endorse all pipeline projects regardless of any criteria. This 

position was not adopted by the majority, and time was of the 

essence in issuing a decision. 

In the last decision in this doc~et we actually modified our 

"o:bjective" criteria to· accomodate an applicant which could not 

meet the established guidelines. Again, I tried unsuccessfully 

to persuade tho majority to merely remove the quidelines and 

endorse all projects. Since the quidelines were being changed to 



meet a specific project, I was compelled to file a dissent to 

that deeision. 

'today we come to the end of the endorsement period of this 

proceeding. We will be endorsing a pipeline which has already 

received its Federal Energy Regulatory Commission non­

environmental certificate. While our endorsement of this project 

is unneccss~,ry, it symbolizes our final support for all of the 

existing pipeline proposals. This achieves my desired outeome of 

endorsing all pipeline proposals, albeit delayed by almost a 

year. 

We can now look forward to an era of pipeline construction ~nd 

the movement ot Calitorn,ia to c'1 natural gas based economy. 

San Francisco, Califonia 

January 25, 1991 

\s\~Ohn S, Ohanian 

John B.. Ohanian 


