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PUBIJIC UTIIJITIRS COMMISSION OF TIlE STATR OF CAI.lFORNIA 

COMMISSION ADVISORY AND 
COMPLIANCR DIVISION 
Energy Branch 

RH~Q~!l.T1.0H 

RESOLUTION 0-3181 
April 19, 1996 

RESOLUTION O-l181. REQUEST OF SOUTIIERN CALIFORNIA GAS 
COMPANY (SOCALGAS) FOR APPROVAL OF A CALIFORNIA GAS 
PRODUCER ACCESS AGREEMENT (AGRBEMRNT), SIGNED PRIOR 
TO THE BXPECTED EFFECTIVE DATE OF OCTOBBRR 1, 1995, 
BETWEEN SOCALGAS AND CHKVR.ON USA PRODUCTION COMPANY 
(CHEVRON) TO ENABLE GAS PRODUCED BY CHEVRON TO BE 

TRANSPORTED TIlROUGH SOCALGAS' SYSTEM TO CHEVRON, ITS 
AFFILIATES AND THIRD PARTIBS. 

BY ADVICE LETTHR 2437, FILED ON AUGUST 18, 1995. 

SUMMARY 

1. southern California Gas Company (SoCalGas) seeks approval 
of a California Gas Producer Access Agreement (Agreement), 
signed on June 1, 1995 but proposed to be effective October 1, 
1995, with Chevron USA PrOdUction Company (Chevron). SoCalGas 
requests approval of: (1) the Agreement; (2) cl.-edit of operation 
and maintenance (O&t-t) fee generated by the Agreement to a O&M 
transmission account. The proposed Agl"eement will allow gas 
produced by Chevron access to SoCalGas' system at ten (10) 
diffel.-ent locations for tl-ansportation to ChevrOll. its 
affiliates and third parties. 

2. No protests to Advice Letter 2437 were received. 

3. This Resolution approves SoCalGas' request because the 
Agreement would facilitate transportation of gas w~thin 
California in compliance with existing Public Utilities 
Commission (PUC) Code Section 785.7(b). 

BACKGROUND 

1. SoCalGas filed Advice Letter 2437 as required by section 
X.A of General Order (GO) 96-A and PU Code Section 785.7(b). GO 
96-A, section X.A, directs utilities to obtain Commission 
authorization for any contract arrangement or deviation for 
utility se~vi6e at rates or under conditions other than those 
filed with the Commission. PUC Code Section 785.7(b) allows a 
gas corporation to charge gas producers for services provided 
and for the Commission to ascertain such chai."geto ensure that 
it is established based on actual costs for construction, 
operation, maintenance, labor, materials and overhead involved 
for providing the specific service . 



• 

• 

• 

Resolution 0-3181 
SoCalGas A.L. 2437/KOK/4 

DRAFT 
April 19, 1996 

2. The proposed Agreement between Chevron "and SoCalGas was 
signed on June 1, 1995 but expected to be effective OCtober 1, 
1995, subject to Commission approval. The Agreement is for two 
years, expiring on September 30, 1997 and may continue from 
month to month thereafter until terminated by either party by 
giving a minimum of six months prior written notice. If the 
Agreement is terminated, only the obligations of SoCalGas to 
accept and Chevron to del iver CJas are tei.-minated, other tel-rns 
and conditions "relatinCJ to obl1gations incurred prior to the 
termination would remaln in effect. 

3. The Agreement allows gas produced by Chevron and collected 
in an accounting pool to be transported to third parties through 
SoCalGas' system under its transportation tariff Schedule No. 
GT-F Cal. P.U.C. Sheets No. 26706-0 to 26708-0. Chevron must 
balance its deliveries into the pool with nominations by its 
customers against the pool within certain tolerances. SoCalGas 
and Chevron agree that the Points of Receipt have the existing 
facilities needed to receive gas prOduced by Chevron for 
redelivery by SoCalGas. 

4. The Agreement also Contains the Following Significant 
Provisions: 

A. Under the Agreement either SoCalGas or Chevron (at 
SoCalGas' discretion) can add to, modify, l"emOVe or abandon 
existing facilities in order for SoCalGas to continue receiving 
gas produced by Chevron for redelivery to third parties. " 
Chevron, however, will l.-eimhurse SoCalGas for both the capital 
and recurring costs incurred by SoCalGas for any of these 
activities. SoCalGas will treat the reimburseable capital 
investment as Contribution in Aid of Construction (CIAC) should 
the Internal ReveJ'lUe Service (IRS) consider it taxable. Chevron 
will pay any additional state and federal taxes due on such 
funds based on the Commission authorized CIAC method. 

B. Under the Agreement SoCalGas is obligated to operate and 
maintain suitable meters al'ld equipment fol'" l"eceiving gas from 
Chevron. SoCalGas agrees to provide Chevron'semployee access to 
facilities being used for the receipt of gas for testing and 
Chevron will allow SoCalGas to continuously sample the quality 
of gas being delivered to SoCalGas for redelivery to third 
pal."ties. Chevron will pay So(!aIGas a monthly O&fI fee for the 
sel."vice. Except for Kettleman Point of Receipt, tho n'tonthly fees 
for the other 9 Points of Receipt are the same at $1,500. 
Kettleman's O&M fee is $1,100 per month. SoCalGas states that 
the charge is lower than $1,500 because the gas from this source 
does not contain Hydrogen Sulfide and therefore does not require 
a Hydrogen Sulfide monitor. 

C. SoCalGas estimates that the O&M costs for a typical 
Point of Receipt, which includes Hydrogen Sulfide monitor, is 
$1,500 per month. SoCalGas states that this amount was 
established in 1991/1992 and has not changed because ot. " 
productivity gains. This fee includes costs of meter maintenance 
and reading, gas sampling and analysis, equipment maintenance 
and calibrations, direct and indirect expenses, and 
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administ1"ative and general office allocated costs. The fee is 
based on actual system average costs of providing the service . 

D. The Agreement provides that Chevron may challenge the 
basis for the charge in any SoCalGas' proceeding. If the Point 
of Recei~t is shared with other producers, the O&M char~e to 
Chevron 1S to be based on the proportion of gas deliver1es under 
this Agreement to the total delivered at each Point of Receipt 
for the rr~nth or the previous year. 

E. Chevron agrees to deliver the following Maximum Daily 
Volume (MDV) of gas expressed in Million CUbic Feet or (1,000 
Met) and Thousand Cubic Feet or (100 Mef) in the following 
Points of Receipt that cover four counties. 

Receiyt Point County: MDV of Gas Maximum Fee Gas Qgerat6r 

Kettleman . Kern SiOOO Mef $1,100 Chevl."on 
Lost Hills Kern 16,000 Mef $1,500 TexacO 
South Coles 
Levee Kern 7,000 Mef $1,500 A't"co 
McKittrick Kel.-n 6(),OOO Mef $1,500 Chevl."on 
Buena Vista 
Hills Kern 35,000 Mef $1,500 Chevron 
Parcel 402 Ventura 3,000 Mef $1,500 UnoCal 
Carpinteria Santa 

Barbara 30,000 Mef $1~.500 Chevron 
Point Sal'lta 
Arguelo Btlrbal"a 60, 000, .~I:ef .$1,500 Chevron 
Los Angeles LOs st .. James 

Angeles 800 Mef $1,500 Oil 
Los Angeles Los St. James 

Angeles 400 Mef $1,500 Oil 

Gas deliveries through Lost Hills, MCKittrick, and Buena Vista 
Hills are limited to a combined daily quantity of 60,000 Mef 
because the gas from these sources must go through transmission 
Line 85, .whic~ ~s .pl"eSsul·e limited. For ~as delive~ies th'rough 
Chevron's fac111t1es, Chevron shall prov1de the da11ytotal 
quantities of gas delivered at such receipt points and the. 
pOrtion of such daily quantities attributable to deliveries by 
Chevron to SoCalGas under this Agreement. The reported 
quantities are the basis fol.- the O&M fee that will be chal.~ged by 
SoCalGas. . 

F. The Agreement also states that monthly or cumulative 
imbalances shall not exceed the lower of: (a) tolerance levels 
permitted without charge under SoCa1Gas' Schedule No. G-IMB.-:
Transportation Imbalance Trading or (b) 10\ of the confirmed 
nominations by SOCalGas for such month. Imbalances outside the 
tolerance levels shall be corrected within five days as agreed 
to by the parties. . 

. . ~ ~ . 

. G. The Agreement also states that gas delivered by Chevron 
to SoCalGas sha11'conform to the' ~specifieations of each P9int of 
Receipt. The gas quality and preSsul."e· at each recelpt point are. 
not uniform. In most cases, the quality specifications go beYond 
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the quality l.·equirements of Rule No, 30, Transportation to 
customer Owned Gas. They include some specifications l'equired by 
the California Air Resources Board (CARD), which establishes 
commercial requirements for Compressed Natural Gas (CNG) 
supplies used as a vehicle fuel in California. The Agreement 
provides that any change to the specifications under the 
Agreement will be subject to CARD limits aftel' the t"equired 
notice is given by SoCalGas to Chevron. It also provides' that 
$oCalGas can waive CARD limits sta~ting January I, 1996 at each 
Point of Receipt if Chevron and SoCalGas can have a mutual 
arrangement in place for such a waiver. 

NOTICE 

1. Public notice of this filing has been made by publication 
in the Commission's calendar and by mailing copies of the advice 
letter to interested parties specified by General Order 96-A 
without the Agreement, except by request. 

PRoTESTS 

1. Commission Advisory and Compliance: Division (CACD) has 
received no protests to Advice Letter 2431. 

DISCUSSION 

1. CACD has l."eviewed SoCalGas'Advice Letter 2437, the 
Agreement, PU Code Section 785.7, gas Schedule No. GT-F, Firm 
Intrastate Transmission Service and other related tariffs . 

2, CACD believes that the Agl."eement as a whole is balanced 
l?ecause its pl"ovisions enSU1."e that Chevron will pay for the 
services requii.·ed from SoCalGas. CheV1.-011 agi.·ees to reimbu1.·se 
SoCalGas for any capital investment and recurring costs 
associ.ated with the operation and maintenance of the delivery 
system during the Agl.'eement period. Also, the Agreement states 
that ill no event shall imbalance fo1.' any month 01. ... on a 
cumulative basis exceed the lower of the imbalance permitted 
without charge under SoCalGcis' tariff or ten percent of the 
total gas quantities nominated by Chevron and confirmed by 
SoCalGas. There are also provisions to correct imbalances that 
are beyond tolerable allowances within a specific time period. 
Chevron's failure to make arrangements to correct imbalances 
beyond the' tolerance allowances may terminate the Agreeme~nt. 
Other provisions of the Agreement call for dispute resolution 
through arbitration, including inspection or audit of parties' 
records. 

3. CACD 1."eviewed the d~rivation of the $1,500 O&M fee in 
Advice Letter 2397 filed February 21, 1995 by SoCalGas. 
Resolution 0-3110 of ~~gust 11, 1995 approved the filing because 
the dek-i.vation of the fee was in cOmpliance with the provision 
of PU Code 7S5.7(b) stated in part below: 

"The amount of the chat"ge for the pt·ocessing 
service or the facilities authorized by the 
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subdivision shall be established by the 
commission and shall be based on the actual 

·expenses for the construction, operation, 
maintenance, labor, materials, and overhead 
expenses involved in the specific service or 
facilities." 

4. When Advice Letter 2397 was recommended for approval, CACD 
recognized that the derivation of O&M fee was based on system
wide average costs ~eveloped ill 1991/1992. SoCalGas continues. to 
determine char~es to its customers based on this method. CACD 
agrees with thiS method because it appears to be cost effective. 

5. In this fiiing, except for the Kettleman Point of Receipt, 
SoCalGas will charge a maximum monthly O&M. fee of $1,500 for 
each receipt-point. The actual charge depends on the quantity of 
gas delivered under the Agreement to the total deliveries at 
each Point 6f Raceipt for each month or during the prior 
calendar year. CACD finds this method of determining the charge 
to Chevron reasonable. 

6. SoCalGas' request that the m6ney received under this 
contract with Chevron be credited to transmission O&M account is 
reasonable also. 

7. CACD observes that $oCalGas has filed a number of producer 
access conti."acts similar in foi.~m and content to this Agl'eem~nt 
for Commission approval. CACD ~ecommends that SoCalGas shoUld 
look fOl- ways to tariff this standal'd agreement to i.·educe the 
administrative burdetw of both SoCalGas and the Commission . 

. FINDINGS 

1. On June I, 1995, SoCalGas signed a two yea i.- Agl"eement that 
is effective Octobei.' 1, 1995 w~th chevron to allow gas pl'oduced 
by Chevl'On access to SoCalGas' system at ten (10) Points of 
Receipt to be trartsp61"ted to thil'd parties under existing 
tariffs approved by the Commission. 

2. On August 18, 1995, SoCalGas filed Advice Letter 2437 as 
required by GO 96-A Section X.A and PU Code 785 (b). 

3. SoCalGas requests approval of: (1) the proposed Agreement 
with Chevron and (2) credit of the O&M fee of mostly $1,500 
monthly generated by the Agl"eement to a transmission O&M 
account. 

4. The provisions of the Agreement between cheVron and 
SoCalGas are just and reasOilable 

5. CACD finds it reasonable for SoCalGas to ta~iff producer 
access contracts that are similar in form and content in order 
to eliminate ad~inistrative burdens. 

6. The Agreement will be effective upon appl."oval of this 
Resolution by the Commission . 
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7. SoCalOas' ~:equests will not cause an inct"ease in l-ates or 
charges or withdrawal of service. 

• THEREFORE, IT IS ORDERED that I 

1. The Agreement between Southern California Gas Company 
(SoCalGas) and CheVl"On USA Production Company (CheVl"On) slgned 
June 1, 1995, to allow gas pl"oouced by Chevron access to . 
SoCalGas' system for transpOrtation to Chevron, its affiliates 
and third parties is approved. 

2. SbCalGas is authorized 'to charge Chevron an-O&Mfee of up 
to $1,500 per month for the. services rendered by SoCalOas at . 
nine (9) Points of'Receipt listed on page 3 of this Resoll,ltion 
and $1,100 per-month for the Kettleman Point of.Receipt to . 
l-eimbul'"se SOCalGas for expEhlses incurred to opel'ateand maintain 
meterS and necessary equipment to redeliver gas produced by 
Chevron. The amount received shall be credited to an existing 
O&M transmission account. 

3. This l-esolution is effect i ve today. 

I herebycel-tify that this' Resolution was' adopted by the Public 
Utilities Commission at' its l"egulal' meeting on April 19, 1996. 
The following commissioners approved it: 

DANIEL Wm.-FESSLER 
President 

P. GREGORY CONLON 
JESSIE J. KNIGHT, Jr. 

HENRY M. DUQUE· 
Commissioners 

Commissioner Josiah L. Neeper, 
being necess~rily absent, did 
not participate. 
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