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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY RESOLUTION G-2861
AND COMPLIANCE DIVISIOR APRIL 12, 1989
Energy Branch .

RESOLUTION |
RESOLUTION G-2861, SOUTHERN CALIFORNIA GAS COMPANY -
AUTHORIZED TO BOOK EXPBNSES AND REVENUES FOR CERTAIN .=
FACILITIES AND OPERATION, AS DESCRIBED IN A CALIFORNIA
GAS PRODUCER DELIVERY AGREEMENT WITH HORIZON OPERATING -

COMPANY. BY ADVICE LETTER 1847, FILED JANUARY 26, 1989.
F

SUMMARY

1. Southérn California Gas Company (SoCal) réquests approval of
a California Gas Producer Deélivery Agrééméent with Horizon -
Opérating Company (Horizén). Thé agréemént contains certain -
charges associatéd with méasurément and ¢ontrol facilitiés which
Horizon asked SoCal to install, opératé and maintain for the
receipt of Horizén’s gas into thé SoCal system. -

2. This resolution authorizés the request.

BACKGROUND

1. SoCal submitted the agreeémént éxecutéd bétwéén SoCal and -
Horizon dated Januvary 1, 1989 with Advicé Lettér 1847. The
agréeément provides that SoCal shall install measurémént and .
quality control facilitiés nécessary to accept Horizon's gas; '
and that Horizon shall reéeimburse SoCal for its investmeéent in -
.such facilitieés, as well as the applicablé Federal taxes on such

facilities. s 7
2. The facilitieés are éstimated to cost $155,600 and shall bs =

installéd at the closést practical location to SoCal’s existing

transmission pipeliné. The facilitiés consist 6f approximately

500 feet of 4 inch steel pipe, an orifice méter, a préssure’ - -
regulator, a filtér séparation system, and an odorant injection
system.

3. Horizon is requiréd to install its own processing and -
gathéering facilities, as well as a line to déliver its gas to
SoCal’s meter sét. Solal statés that the charges it seéks are
not subject to Public Utilities Codé (PUC) Section 785.7 for
processing or gathéring gas, becausé Horizon is responsiblé for
the construction of the processing and gathering facilities.
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4. The agreement alsé provides that Horizon shall pay SoCal to
operate and mafintain the facilities. For the first year, this
payment is estimated to be $1500 per month. -

5. SoCal proposés that revenué collécted for the installation
of measurement and gquality control facilitieés be offset against
installation costs by beihg booked as a Contribution in Aid of
Construction (CIAC): SoCal also proposes to book revénue
collécted for the operation and maintenancé (OiM) o6f the
facilities under miscéllaneous operating revenue.

6. The agreément shall become effective January 1, 1983 upon
Comnission apgtdval‘of the installation, operation and .
maintenance charges. _

7. SoCal states that thé agreemeént contains proffietafyfaﬁ4f5~
confidential information and, conséquently, provision of theé -
agreement to thé Commission is subject to Public vtilities Code
Section 583 and General Order 66-C. Therefore, .the advicé
 lettér was mailéd to othér utilities, interésted parties and
governmental agénclies without the agreement attached.

8. SoCal requests expeditéd approval of this advice letter

.~ under Section 491 of the Public Utilities Code. N
9. A protést was submitted by the Division of Ratepayer .
Advocated (DRA), but was withdrawn on March 7, 1%8%. NoO othex
protésts weré received. ' o

DISCUSSION

1. Thé Commission Advisory and Compliancé Division (CACD) has
reviewed SoCal’s Advice Létter 1847 for cost éstimates, the -
contract with Horizon, compliancé with éxisting legislation,
and the pénding investigation relating to gas gathéring and
procéssing, OII 88-11-012. o

2., SoCal states that the $155,600 cost éstimate for thé - .

installation of facilities for Horizon réflects. SoCal’s géneral
past éxperiencé of the cost of similar work under favorablé ..
conditions. This estimate includés, but is not limitéd to, the
cost of the facilitiés to be installéd (the pipé, orificé meter,
pressure regulator, filter separation systém and odorant . -
injection system), indiréct expensés, taxes, permits, rights-of-
way, licenses, éasements, and administrative and géneral office

. allocated costs. _

Appendix A of the agreement outlines that Horizon agrées to
reimburse SoCal for a greater amount, if it is détérmined that
the actual investmént is higher than éstimated, &nd that SoCal
‘will refund any overpaymént if thé actual amount of the
investment is less than estimated.
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3. The estimated $1500 por month O0&M costs are supporteéed by
documentation submitted with SoCal’s responsé to DRA!'s protést.
The workpapérs contain a summary and breakdown of the estimated
average costs incurred for maintaining a producer délivery point
with and without an hydrogen sulfide monitor. Theé cost '
estimates arée baséd on average costs over four reégional areas
and 123 delivery points. Thé costs include direct and indirect
costs from éach affected department for transmission,
méasurement {(chart processing and gas analysis), and gas
acquisition managément.

The agréément provides that Horizon will pay thesé costs monthly
and that in thé sécond contract year, the fée will be =
recalulated to réfléect incréasés or decreasés in O&M associatéd
with thé utility's réceipt point:. CACD recommends that thé ° -
recaicglation be made to6 réflect actual costs as closely as is

4. CACD was unablé to indepéndently verify the éstimated.
"facilitiés" installation costs and thé monthly O&M costs
associated with thé utility’s recelpt point. However, sincé . -
Horizon and SoCal have agréeed to these costs and have contracted

to adjust thé costs at a later time baséd on actual L
expeﬁdiggtes, CACD belféves that thé costs actually paid will be
reasonableé. - 7 _ s

$. SoCal states in its advicé letter that PUC Section’ 785.7 ~ .-

does not apply to thé charges it requests for its agreément with
Horizon. Indirectly, SoCal would havé the Commission define . =
"facilities" as useéd in Section 785.7,; §0 that the équipmeént- and
the liné they install for réceipt of Horizon’s gas is not déeemed
part of a gas processing and gathering system. o

6. Section 785.7 addrésses gas processing and gathéfiﬁg dﬁé,éas-

added to the Public Utilities Code in 1988. This séction.
primarily prohibits a utility from charging more for the
transportation of gas produced in California than for the.
transportation from any other sourcé: It also prohibits the -
utility from requiring a producér to use the utility's services'
or facilitiés in order to déliver or process thé gas. However;
part (b) states: » o

"...If thé gas corporation constructs new facilities at
the request of the producér or customér éxclusivély to .
recéive gas by thé gas corporation’s gas plant, thé gas
corporation may imposé a charge for thé construétion, =
opération, and mainténance of theéese facilities. The
amount of thé charge for the processing sérvice or
facilities authorizéd by this subdivision shall be -
establishéd by thé commission and shall bé based on the
actual expensés for thé construction, operation, ‘
mainténancé, labor, matérials, and overhead involved in

providing the specific service or facilities.™
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CACD bélieves that SoCal's contract is in compliancé with -
Section 785.7, béecausé the facilities are to ‘constructed . at
the request of the customeér, to sérvé the customér exclusively.
Also, the resulting charges are t6 be based on actual coésts as
closély as is feasible. "CACD, thereforé, recommends approval of
the proposed contract.

PINDINGS

1. SoCal should be authorized to install measurément and
quality control facilities necessary to accept the receipt of
gas from Horizon Opérating Company, a gas producer. _

2. Horlzon should reimburse SoCal for the installation of the -
measuremént and quality control facilities. The cost is
estimated to be $155,600. '

3.. Horizon should pay SoCal to operaté and maintain the.
facilities, estimated to be $1500 pér month during the first
year. . . . 5 - o
4, §6Cal’s char?és for installation, opération and maintenance
of these facilitlés should be adjustéd as néeded to refléct »
actual costs as closeély as is feasible. ~

5. SoCal should book the révenue collected for the installation

of measurement and quality control facilitiés as CIAC and should
book révénue collécted for thé operation and maintenancé of the

facilities under miscéllaneous opérating revenueé.

6. SoCal's proposéd contract is in compliance with Public
Utilities Codé Section 785.7.
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THEREFORE, 1T IS ORDERED thatt

1. Thé gas producer délivery agréément
dated January 1, 1985 betwéen Southérn
California Gas Company and Horizon
Ofératin' Company 1is approved as
discussed above. :

SoCal Advice Letter 1847 and the -
agréement shall beé marked to show that
they weré approved by Commission
Resolution G-2861.

3. This Résolution is effective today.

I héreby cértify tﬁat’tﬁiérnééolﬁtiéﬁ was adopted by the California
public Utilities Commission at its régu_iar. meeting on April 12, 1989.
Thé following Commissioners approved it: . _ , 7

G. MITCHELL WILK

- -Président _ : '
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Commissionér Fréderick R. Duda
being necessarily abseéent, did
not participate. '

Commissioner Patricia M, Eckert
present but not participating.




