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I. Summary

This ruling addresses certain issues related to the proposed sale of cushion gas that resides in Southern California Gas Company’s (SoCalGas) Aliso Canyon and La Goleta natural gas storage fields.  

Interested parties have the opportunity to file a response to SoCalGas’ request that the proposed project is categorically or statutorily exempt from the California Environmental Quality Act (CEQA), and to comment on whether electricity generators and qualifying facilities should be given a priority over other bidders for the sale of the reclassified cushion gas.  SoCalGas is directed to file a deposit to reimburse the Commission for any expenses incurred in determining whether the project is exempt from CEQA, or for any expenses related to the preparation of a negative declaration or environmental impact report (EIR).

II. Background

SoCalGas filed its application on April 9, 2001.  SoCalGas proposes to redesign two of its underground natural gas storage fields by drilling additional wells and reworking existing wells.  According to SoCalGas, the proposed work will allow it to reclassify 14 billion cubic feet (Bcf) of cushion gas as working gas, and to sell that gas on the open market.  This would increase SoCalGas’ system capacity to deliver gas by approximately 90 million cubic feet per day, or about 2.5% of existing system capacity, for the winter of 2001/2002.  The project would also increase the inventory capacity by up to 7 Bcf at each of the two fields once the cushion gas is withdrawn.  SoCalGas also contends that the injection capacity rates will be increased, and that there will be a reduction in future operating costs.  

SoCalGas requests that the Commission issue a decision finding that Commission approval is not required under Section 851 of the Public Utilities Code in order for SoCalGas to reclassify as working gas and sell 7 Bcf of cushion gas at its Aliso Canyon storage field and 7 Bcf of cushion gas in its La Goleta storage field.  In the alternative, SoCalGas requests that the Commission issue a decision pursuant to Public Utilities Code Section 851 authorizing the sale of the cushion gas.

SoCalGas also requests in its application that it be authorized to recover from the sale of the reclassified cushion gas, its book cost, and the cost of the additional facilities that will make the withdrawal and sale of the cushion gas possible.  SoCalGas estimates the cost of the project will be approximately $16 million.  

Due to current gas prices, and the need for additional gas supplies in the coming months, SoCalGas requests that the Commission issue a timely decision approving the project and recovery of the book cost of the cushion gas and the capital investments, and that a second phase address the gain on sale issue and any other related ratemaking issues.

III. SoCalGas’ Request That The Project Is Exempt From CEQA

SoCalGas’ application did not include a proponent’s environmental assessment (PEA).  SoCalGas contends that no PEA is required because the proposed well work to the two storage fields is categorically exempt from CEQA, or is statutorily exempt from CEQA.  Rule 17.1(e)(2) and Rule 17.2 of the Commission’s Rules of Practice and Procedure provide that a motion may be filed to determine whether the proceeding involves a project that is subject to or exempt from CEQA.
  SoCalGas did not include such a motion with its application.  

In order to resolve the issue of whether SoCalGas’ project is exempt from CEQA, I shall treat SoCalGas’ statements in its application as a motion for the Commission to determine whether the proposed work involves a project that is subject to or exempt from the CEQA.  Parties interested in SoCalGas’ application may respond in their protest or response to the application whether the proposed work is subject to or exempt from CEQA.  Since the application appeared in the Commission’s Daily Calendar on April 10, 2001, interested parties have until May 10, 2001 to file a protest or response to the application.

IV. Costs Associated With A Review Of This Project

Rule 17.1(j) provides for the recovery of costs incurred in preparing an EIR or negative declaration when the Commission is the lead agency.  Rule 17.1(i)(1)(B) provides that the Commission is the lead agency for “Gas storage facilities and major gas transmission lines.”  Although Rule 17.1(j) does not address the recovery of costs in determining whether a proposed project is statutorily or categorically exempt from CEQA, Public Resources Code § 21089(a) provides in pertinent part that “A lead agency may charge and collect a reasonable fee from any person proposing a project subject to this division in order to recover the estimated costs incurred by the lead agency in preparing a negative declaration or an environmental impact report for the project and for procedures necessary to comply with this division on the project.” (Emphasis added; See Title 14, Cal. Code of Regs., Div. 6, § 15045.)

SoCalGas asserts that no EIR or negative declaration is needed because this project is exempt from CEQA.  In order to determine whether this proposed project is exempt from CEQA, or whether an EIR or negative declaration is needed, the Commission’s staff will need to visit the two storage sites to determine the specific type of work that is contemplated, and the impact of the proposed project on those two sites.  

Although Rule 17.1(j) does not address the recovery of fees associated with determining whether a project is exempt from CEQA, it is clear that the staff will incur costs in determining the nature and scope of the project, and whether the project is exempt from CEQA.  Accordingly, SoCalGas shall deposit with the Commission the sum of $10,000.  In accordance with Rule 17.1(j)(3), SoCalGas shall deposit one-third of this sum with the Commission within 10 days of this ruling, an additional one-third no later than 120 days after the date the application is filed, and the remaining one-third no later than 180 days after the date the application is filed.  If the costs incurred by the staff are less than the deposit paid by SoCalGas, the excess shall be refunded to SoCalGas.  Any costs greater than the amount of the deposit shall be paid by SoCalGas upon receipt of an invoice from the Commission.

V. Should The Gas Be Sold To Electricity Generators Or To Qualifying Facilities?

Although SoCalGas references the gas needs of electricity generators, and the impact of possible gas curtailments on the generators and electricity production,  SoCalGas proposes to sell the reclassified cushion gas to the highest bidders in a competitive, sealed bid procedure.  

In various proceedings and briefings, the Commission has learned that natural gas prices may remain at higher than normal levels in the summer and winter, that there may be limitations on gas transmission capacity, and that available underground gas storage may not be fully utilized.  All of these factors may affect the ability of electricity generators and qualifying facilities to secure sufficient supplies of natural gas to meet their summer and winter needs in order to produce electricity.  If these generators and qualifying facilities are unable to obtain sufficient gas supplies at reasonable prices, they may be forced to purchase gas on the spot market or shut down their operations.  These shutdowns are likely to lead to electricity shortages.  

Before the Commission decides SoCalGas’ application, it is in the interest of all Californians to determine whether electric generators and qualifying facilities should be given a priority over all other bidders for the 14 Bcf of cushion gas.  Such a preference would assist the state by ensuring that producers of electricity are able to secure sufficient gas supplies in order to continue operating their plants.  

Therefore, parties protesting or responding to SoCalGas’ application may comment on whether electricity generators and qualifying facilities should be given a preference over others to bid on the sale of the reclassified cushion gas.  SoCalGas may include in their reply to any protests and responses, its comments on this issue.  In accordance with Rule 44.6, SoCalGas’ reply is to be filed no later than May 21, 2001.

Therefore, IT IS RULED that:

1. 
The statements contained in the application of the Southern California Gas Company (SoCalGas) pertaining to the proposed project’s categorical or statutory exemption from the California Environmental Quality Act (CEQA) shall be treated as a motion by SoCalGas under Rule 17.1(e)(2) and Rule 17.2 of the Commission’s Rules of Practice and Procedure to determine whether the proposed project is exempt from CEQA.

a. Interested parties filing a protest or response to SoCalGas’ application, may respond to the motion in their protest or response.

b. The protest or response to SoCalGas’ application shall be filed with the Commission’s Docket Office no later than May 10, 2001.

2.   SoCalGas shall deposit the sum of $10,000 with the Commission’s Fiscal Office, which shall be used to pay for any expenses to determine whether the proposed project is exempt from CEQA, or, should it be needed, for the costs of preparing a negative declaration or an environmental impact report for the project.

a. Within 10 days of the date of this ruling, SoCalGas shall deposit with the Fiscal Office, the sum of $3,333.00.  Another $3,333.00 shall be deposited no later than 120 days after the date the application was filed, and $3,334.00 shall be deposited no later than 180 days after the date the application was filed.

b. If the costs incurred by the staff are less than the deposit paid by SoCalGas, the excess shall be refunded by the Fiscal Office to SoCalGas.  If the costs incurred by the staff are greater than the deposit paid by SoCalGas, all invoices submitted by the Fiscal Office to SoCalGas shall be paid in a timely manner.

3.   Interested persons filing a protest or response to SoCalGas’ application may include in their protest or response, comments on the issue of whether 

electricity generators and qualifying facilities should be given a priority to bid on the reclassified cushion gas.

a. SoCalGas may comment on the issue of whether electricity generators and qualifying facilities should be given a priority to bid on the reclassified cushion gas in its reply to any protest or response.

(1) SoCalGas’ reply shall be filed with the Docket Office no later than May 21, 2001.

Dated May 4, 2001, at San Francisco, California.



/s/ LORETTA M. LYNCH



Loretta M. Lynch

Assigned Commissioner

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached Assigned Commissioner’s Ruling Regarding Proposed Sale of Cushion Gas on all parties of record in this proceeding or their attorneys of record and on A.95-06-002, A.98-10-012, and A.00-04-031.

Dated May 4, 2001, at San Francisco, California.

/s ERLINDA PULMANO

Erlinda A. Pulmano

NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address to insure that they continue to receive documents. You must indicate the proceeding number on the service list on which your name appears.

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

The Commission’s policy is to schedule hearings (meetings, workshops, etc.) in locations that are accessible to people with disabilities. To verify that a particular location is accessible, call: Calendar Clerk (415) 703-1203.

If specialized accommodations for the disabled are needed, e.g., sign language interpreters, those making the arrangements must call the Public Advisor at (415) 703‑2074 or TTY# 1-866-836-7825 or (415) 703-5282 at least three working days in advance of the event.

� The CEQA statutes are found in Section 21000 and following of the Public Resources Code.
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