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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALltoRNIA 

COKKISSION ADVISORY 
AND COMPLIANCE DIVISION 
Energy Branch 

.BE~QLYT'!QB 

RESOLUTION 0-2861 
APRIL 12, 1999 

RESOLUTION G-2861. SOUTHERN CALIFORNIA GAS COMPANY . 
AUTHORIZED TO Bo6K EXPENSES AND' REvENUES POR CBRTAIN . 
FACILITIES ANt) 6PBRATION, AS DESCRIBED INA (!ALIFORMIA 
GAS PRODUCER DELIVERY AGREEMENT WITH HORizON OPERATING 
COMPANY. BY ADVICE LE'l'TER 1847, FILED JANUARY 26, 1989. 

J 

SUMMARY 

1. ~()uthern ~alifornia. Gas CompailY (SoCai) requests a.pp~oval of 
a California GAs PrOducer Delivery Agreement with H6riz6n 
operating Compahy (H6riz6n).The.agreement contains. certain' . . 
charg~s associ~t~d with meas~rement a'-nd c6ntrol fa.cU.ities~ which 
Horizon asked SOCal to' install, operate andmainta.in f6r the 
receipt of Horizon's gas iilto the socal system •. 

2. This resolution authorizes the request. 

BACltGROUND 

1 •. ' soeal, 8ubm~tted the ilgre$meni: eX$cuted ootween. S9Cal ~:nd~; 
Horizon dated January 1, 1989 with Advice Letter 1947. The . 
a9re~ment provid~s ~hat soCal. shall instAll measurement and. .. 
quality contral fAci;t~ties necessary to .acc~pt Horizon'!; gas;" 
and that Horizon shililreimburse Socal for its investment in 

. ~uch facilities, as well as the applicable Federal taxes' on . ~uch 
faciliti~s.. . - . 

2, The fliciiltt~s are estimated to cos't $1"55,600 aitd~h~lr'-~' 
instailed at the ~losest.praqticai location to'SQtal'se~tstt~g' 
~ran~missiOJi pipeline, The facilities.consist o£ approximately 
500 feet 6f 4 inch steel pipe, an orlficeineter, 8. I)]~es~u're':' 
regulator, a fiiter separAtion system; and an odorant injection 
system. 

3. Horizon is required to'install its own prQcessing and 
gath~ring facilitIes, as well as a line ~o deliver, its. gas to 
SoCal'smeter se~., .soca~ states that the c~arge8 i~ $e$~~ are 
not subject to Public Ut~lities Code (PUC) section 785.7f6r. 
processing or gathering gas, because Horizon is respop~i~l.e for 
the construction of the processing and gathering facilities. 
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4, The agreement als6 provides that Horiz6n shall pay soCal to 
operate and maintain the facilities, For the first year, this 
payment is estimated to be $1500 per .6nth. 

5. soCal proposes that revenue collected for the installati6n 
of measurement and quality control f~oilities be offset against 
installation cost~ by being booked as a ConttJbutlon in AId of 
construction (CIAC). soCal also proposes to book revenue 
collected for the operation and maintenance (0&") 6f the 
facilities under miscellaneous operating revenue, 

6,. The agre(,ment shall become effective January 1, 1989 upon 
Co~ission appr6va~6f the installation, operation and 
mAintenance charges_. . 

7., $6<:a1 states that theagreeraent cOl\tains proptletaty·· a<n~'. 
confidential information and, conseqUently,provlsi6n of the' ""
agreement.to thb commission is subject to ~ublic Utilities Code 
section 583 and General Order 66-c, Therefore, .the advice 
l~tter ~aB,~aile~ to other utili~ie~iinterest$d p~rties and 
governmental agencies without the agreement attached. 

8. socai requests expedited approval of t~i8 advice letter 
under secti6n.491 of the Public utilities Code, 

9. A protest was submitted' by the; Division' of R~~epayer, .... 
Advocated (DRA), but was withdrawn on March 7, 1989. No other 
protests were received. 

DISCUSSION 
. . ., . 

1 •. The Commi~sion A~visoryand Co~pli~nce Divis~6n (CACD) has 
reviewed SOCal IS Advice LStter 1847 .. for: cost estima~es, the' . 
contiact ~ith Horizon, complianc~ with existing legislation,' . 
and the pending t~vesti9~tion relating t6 gas gathering and 
processing, 011 88-11-612. . 

2. socal stat~s .thatthe. $155,600 .·c6st e~timate _fqX'.tbe.... . 
tnsta~lation Of facilities fo~ HortzotL reflet:t~ S6C~l's .general 
pastel;tperlenceof, the cost of ~iml.larwork und~r, fav6t,a~1~ ,,;~
conditi.ons. Thlsestl.ma.te tnQhide~i hut is not- liinlt~t6"the 
cost:of the faciliti~s.to be installed (the pipej 'ori(icb meter, 
pressu~e regulator, ftl-ter sep~ration systein and odorant .' .. ' . 
injection system), indi~ect exper\ses~ taxes, petmit~,r~9ht;s'-Of
way, licenses, easements, and administrative and general office 
allocated costs. 

Appendix A of th~ agreement outlh'les th~t. Horizon agtees to 
reimburse,SQCal for a' qreater amount, if.it is 'determined,that 
theact~al investment is htgh~r than est~mated, art4 that SoCal 
will refuridany overpayment if the actual amount 6f the 
investment is less than estimated. 
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3. The estimated $1500 ~r m6nth 0&" costs are_ supported by 
documentation submitted with SOCal'e res~nse to ORA's protest, 
The workpapers contain a summary and breakdown of the estimated 
average costs incurred for maintaining a producer delivery p6int 
with and without an hydrogen sulfide monitor. The cost 
estimates are based on average costs over tour regional areas 
and 123 delive~ points. _ The costs include direct and indirect 
costs from each affected department for transmission, 
measurement (chart processing and gas analysis), and gas 
acquisition management. 

The Agreement provides that Horizon will pay these costs monthly 
and that in the second contract year, the fee wilt be -
recalulated to reflect increases or decreases in O&H associated 
with the utility'S receipt point, CACD recommends that th~ -
reca~culation be made to reflect actual costs as closelY as is 
feasible, 

4. CACD was unable to independently verify the $stimated 
·facilities· inst~11ati9n costs and the mqnthly O&M costs_ _ 
8ssociated with thE~ utility's receipt pOint. Howeve~, sin(:e-
Hori~on and S6Cal have agreed to these costs and have contracted 
to adjust the costs at a later time based on actual '.. . 
expenditures, CACD believes that the costs actually paid will be 
reasonable • 

s. SoCal states in its advice letter that PUC Sectlon:'78'5'~ "1 .~ 
does not apply to the charges it:requ.estsfor T~s agre~m~nt with 
Horizon •. Indirectly; .SoCal would.1~ave the C6mmission--defiiu~~· . 
·facilities· as used. in SectioI) 785,7 1 s6 that the equipment: and 
the li~e they iilstallfor receipt of Horizon's gas is not deemed 
part of a gas processing and gathering system. 

6.Sec~ion 785.7 addre~ses_~as.processi~g and g8th~ring and ~as 
added to the Public Utilities Code in 1988. This section '. 
primarily prohibits a utllityirom c~a~gingmore fqr the -
tran~p6rtat~on qf gas produced in California.than fortha_ 
trapspor~ationfrom any other source, It also prohibits the _ 
utl~ity from r~qulring a producer to use the utility's se~ice$' 
or facilities in order to deliver or process the gas. However, 
part (b) states' 

•••• If the gas corporation constructs new facl1.1ttes ilt 
th~ request of the producer or.customer.exclusiv~ly_to. 
receive (Jas by the gas corp6ration's gas plant,.the.-gas 
corporation may impose a chtlrge for the construction, ,. 
operation, and maintenance' of these facilities. The 
amount of the charge for the proc~sslng servlc~ot 
facilities authorized by this sUbdivis$.on· shall be .. 
established by t~e commission and shall be based on the 
actual expenses for the construction, oper~tion, . 
roaintenance, labor, materials, and overhead involved in 
providing the specific service or facilities.-
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CACD believes that socal's contract Is in C6J1lpli~nee with -
Section 18S.1, because the facilities are to b&eonstructed-at 
the request of the customer, to serve the customer exclusively, 
Also, the resulting charges Are to be based on actual c6sts as 
closely as is feasible, CACD, therefore, recommends approval of 
the proposed contract. 

FINDINGS 

1. socal should be authoflzed to install meaeurem&ot and 
quality control facilities necessary to accept the rec-eipt of 
gas from Horizon Operating company, a gas producer. 

2. Horizon should reimburse socal t.or the installation 6f the 
measurement and qua~ity control facilities. The cost is 
estimated to. be $155~600. 

~'" Horizon should pay socal tc). 0PEU:'ate -arid maintAiri the " 
facilities, estimated to be $1500 per month during the first 
year. 

4,. Sc?Ca1 '.s _ charge~ for "lnst~llatiOt.~ operation and" ~airitEn'Ulnce 
of these facilitie~s~ould be ~djust~d as needed to reflect " 
actual costs as closely as is feasible. . " " . 

5, S6Cal- should bOok the revenue coile~ted f6r the installAti6rt 
of measurement and qual~ty contro.l facilities as CIAC and ~houi.d 
book_revenue collected for the operation ~ndmalntenance of the 
facilities under miscellaneous operating revenue. 

6 •. ~ocal's proposed cont~act is in compliance with Public 
Utilities Code section 785.1. 

.. ' ". 
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1. The 9a~ prOducer del~very bgreement . 
dated Januaryl{1989 betweens6uthern 
Calif6tnia Gas company and Horizon 
operating Company is approved AS 
dIscussed above. 

2. socal Advice ~tter i847 and the 
agreement shall .~ marked to show that 
they were approved by Commission 
Res61ution G-2961. 

3. This Resolution is effective today. 

I hereby certify that this Resolutiofl was adopt~d byth~ calftornia. 
Public utili.ties Commission at It~ regular-meeting on'Aprii 12, 1989. 
The following Commissioners approved ita ' -

G, MiTcHELL WILt< 
- -President' 

STA'NLEY W. IIUlaETT 
JOHN B. OHANIAN 

Commissioners 

commi.ssioner Frederick R. Duda 
being ne~essarl1y absent, did 
not· participate-. 

commissioner patricia H. Eckert 
present but not participating • 


