- o

Appl.24i1le

Decision Ne. 7 : | @f? |
mmmmmmwwmwm.mmwmm.@%az

In the matter oL the applical io
PACIFIC GAS AND ELECIRIC COLPANY for'
an order of the Railroad Commission
of the Stave of Califerniz, authoriz-:
4ng applicant to exnter into a written
agreement with CALAVERAS CEIZENT CQl=
PANY, relating, among other things,

o the sale by the formes and purchase
by the latter of surplus natural gas
for use in its cement vlant located
two miles southeast of San Andreas,
Calaveras County, California. :

Application No. 24218,
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R. ¥. DuVal, for Pacific Caz and Zlectric Compaé .
Y THE COMYISSION: I
ez N
In this app..:x.ca ion Pacific Cas and Electric’ Company, hereinalter
somevimes referz;ed to as Applicant ’ rcquesﬁs acthority o en‘ogr' dato a written
agree:ﬁent with Calaveras Cexment 00m§a.ny, ‘hereinalter some:izes calléd Custonmer,
relating to the sale a:xci delivery of such s"“plus aatural gas as shall, during ,
the tlem of the agreement, be requifed for fuel vpur'poses in"t':;.e oj:érat‘ion of
Caustomerts cemcnt plant located two miles soﬁtheast‘oi‘ San An ';e..is , CaJ.;s.vera:‘
County, Califoi‘nia. A copy of the proposeci agreezent, marked Exhiﬁi‘a "A;";
is attached to and made & part of the z{pplication. h
A ’publ.‘.é hearing was ‘held in this matter in San Frascis cvo on
April 21, 1945, at which eviéence was tak'e::‘by Zxaziner ’us’e'né and the matter
submitted for decisien. ) | |
| A.ccordi...g to the terms and conditioas of the proposed agree*cn’c
Applicant agreea, if a.rd when it shall have surplus gas a.va...lablc R to .,e"’

anc del ver 1o Cu.,tomr, and ..hc latter ag:'aes 'c.o purc’m.se f':.'o... the "omer

such quantities of the same as .,"xal.. ’ during the terzm of .he a@-eeme-:t. » de




required for fuel purposes in the operation‘of cexent kilns; boilers used.
primarily for industrial purposes, and other eépipment in'Cﬁstomer's p.a“..

According o the testizony presented at the above hearing,
Customer has been engaged iﬂ che manufacture of cement at its plant located
near San Andreas for zome time past and has used oil as the pfiﬁcipal fuel in
its operation. Cﬁstomcr now desires o convert ivs equi*mcnt to tﬁe-use of
natural gas.ih place of oil, and to this end has completed an 8-;uch welded
stéel gas transmission liﬁc, hereinalzer sometimes referred %o as San Andreas
line, approxdmately 2€ =iles in leagsth extending from the San Andrecs plahm ,

: - . _ ‘ ,

generally northwest 0 a »oint knovn as LOdefidge Junction, northwest of
the cbmmunity of Woodbridge.‘l

.In order for Applicant %0 supplv Customer with surpl s natural gas
it Qill be necessary for the former to construct approx;mately 29, 000 feet of
6-iﬁ¢h high pressure gas medn, from a point or its so-call ed Line Vb. ¢96-
running betveen Stockton and Sac*azeﬂmo o as Las Vl 2.8 mgterzug *tation,
in a general uouthea,te 1y direction to the weste"lf terminus of the. afore-
me::ioncd San Andreas line of Customer. it has bccn esti“ated by Appli»an*-
that the cost of installing she 29,000 feet of 6-1nch,main 4} connect with
the'said.Saﬁ Andreas line is approximately JL5,100;,of ﬁhich w1,000 will be
‘paid by Customer. | | d

The test_rorv further ind_cated that lf the proposéd agreement is
autborizéd, Customer will turn over to Applicant its San Andrea&-line 20 be
operﬁted by it as lessee thereol ’ob ﬁhe tefm of'fifzccn‘(ls)-cdntract years‘
thereafter. Customer has agreed adequat elf to mazntain sald San Ar reas llﬂe,
but Appl*ca.t will have complete and exclusive control of ke operation and
use thereof. |

Apélicant has agreed %o pay as restal for said San A“dreau line

the sum of 336,600 per contract year, prov1dcd Customer purchaoes fo“ use ir

its ,1a“t during such Jear at eagt 1,400,000,000 cubic feet of gas.' It was
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po;nted out that in the event Customer sh&*l in any cont:act yea., take le

vh&ﬂ the above quantity of gu,,because of its reduced needs. or becauae

Anplicant requires the gas for its so—called'regular customers, the,renmal

fee will be subject to a proportionate reduction.

The proposed ag*eemsnz further provides that Applicanz'has the
>ight <o supply so-ca_-ed casual gas scrvzce Lo others which 14 may serve
from the San Andreas lmne. 3eea use of the sowewhat tcmpora*y ﬂature of
such service to césual”cu stor T3, ﬁpplicu“. has stated its te“t*on to

.

exséute a special agrneme“x with such customers wefore service is rendereé.
"Heue special ag*oemen will, among other thzngu, point out the‘tempofary
sure of the service and copies will be filed with uhiu Commi os sion. .
The rates 0 be charged for surplus natural'gas deliQered‘for
~the use of Cust somer are in acéordénce with the following:

It the average monthly heating value thereol be
between 1000 37U and 1099 3TU per cubic foot:

(a) for the firss 3 ,000,000 subic ’eet, ll 9¢‘,
per thousand cubic feel;

() for all in excess thereol up to but not
exceeding a cuan ty equivalent to the
total quantity delivered inte said San
Andreas lz“e be*uuﬂn 8 00 P.i. and 6:00
A4, during all nights of said month,
8 3% pe. thousend cubic feet; and

() ’o* all in excess o.'(a) and (b), 10.1¢
per thousand cublie fezet.

If the average monthly hcat;np value thereol e
between 1100 BTU and 1200 3TU per cubic foot:

(a) for the first'B0,000,000 cubic feet, 13.24/
per thousand cubic lee%;

(b) for all in excess thereol up to but not
exceeding a qpant ty equivalent to the total’
quantity delivered into said San Andreas line
between 8:00 ? L. 238 6:00 A, during all
nights of seid month, 9.2f per thousand
cubie feet; and

for 211 in excess of (a) and (»), 11.2¢
per thousand cubic feet.
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The fofegoing ates are cubject to increase whez th» marxet price
£ fuel oil exceeds 80 cents per barrel as quoted by the Standardzoil'Company
of California at Richmond, California.

Applmcant es tlmates thuv the annual, usege of gas by Customer will

be approximately 1, AOO‘OOO 000 cubic feet and ihat'the annual gross revenue ﬁof
be derived therefrom will be agprox;mavc j $137,000. |

The propoued ag-eeuenr contalns a mrovision that it shall‘ar all
times be subject % such cnanges or modifications by the Rallroad: Comm;us*on |
of the Siﬁte-of Cal**orni said Comzission may from tine %o time direct in
the exercise of it

It a ed intention nor “a¢ly to supplj Custome"
with surplus natural gas-from the Rio Vista gas field and, according %0
Testimony presen tcé 2% the above hearing, it is prepared Lo execute an‘ 
agreement with certain gas F‘oauce in said fleld fér the purchase; during
the term of Lts proposed agreement with Customér, of an amount of:gas-
eguivalent to that which Applicént will deliﬁerrt07Customer. ”hz, quantity
of'gﬁs is to be purchesed by Applicant at s special rate of 6 cenzs per 1000
cubic feet when the market price of fuel oil is 80 cents per ba-reL or le,g,‘
f.0.b. Richmond, and i: subject to incrcase when the market price of fuel oil
at Richmond exceeds 80.cenxs per barrel.

It was further indicated by Applicant +that when feasidble it
inteads to conserve ¢ the dry gas obtainable from the'Rio Visia'fiéld.by
supplying Customer with wet pas from ,He souvre~1 produc .g feés. '

The proposed agreemenz prqvmdes +vhat Customer wz.l, n addit ion
the rates herein sc¢t ‘oruu, pay Applicant on denand 21l sums which shall |
paid for severance, production or sales tax assessed by any locﬁl, state
federal authority on gas sold to Cu#tomef regérdléss ol whether such ﬁax 

assessed against or paid by nppl icant or by the producers of such gas.
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iz quite clear that the proposed agreemenx S5 an unusual one

ané conoainf numerous terms and cond. wh_ch ordi“arilj axre not ’ound
contracts of this nature. The peculiar conditions existing have 4n the main
beeo brougr. about by the widely divergent inmercsis of the several parties'
invelved in the transaction. Or narzly a publ ¢ utilivy wouid'not‘exteno‘its
facilitios such disﬁanoes L are'_nyolved in thic mﬁs vance in orde* ‘o oupply

one surplus gao us-., nor *; it usual to iease-a transmission line forvthio“
purpose. Accord.ng Lo the teotimony, Cu oﬁer for sonme t;me paso hasiooenthe
ownor of & small portzon of a producing ares in the Rio‘v o ’ioldl Cuotomer |
beiieVed tﬁat‘poteotial feseéves of gao in oaid field were adeqpate %0 supplv
its needs ’oo a minimum period of'fi’4oéo (15) years, d accord*“gly bﬂgan

ne construct*on of the San Andreas line Irom its plant ﬁear San Andreas oo
the Rio VLut& field in order to make vaid gas avaxlable 'o* Lto own use.
noueve in carrying ouf Cuotome*" own p*ogr¢n, many d.”icul..eo and delays
develOped as well as unce*ta_ntxe as to Custome*'s ab Ly to secﬁro fho‘
necessary pcrxats to transver ¢ certazn state-owoed lands and w‘ooher or not
pro‘fata res triction, night becomo effective that would *educe Cuotomer’s
take of gas from iLs ovn resources Bocau e of tnis situation and 'urther
becouso of the ﬁillihgnc s of Customc* o cooperate w:th the ot her 1nte*e ted
partieo, the a@reemen& here under cons-deration was worked out.

- The term of ohe agrecaent, oa_elf, fifveen (15) years, normally
would be vmewed by the Cozmi*sion 235 consider ably in.cxccsa of t&ao pe*iod
‘whzcn could be justit;ed. However, the Commission desires each party‘zo-the '
contract cloarly to have in mind that, due 0 .the unp*edictable fut ure in
reference ot only to the ava"abil‘ty of t e gas 'upply ond «he requiremenzo of
Applicant's other customers but likewlse os %0 the coso of rendering the ,crvice,
the Commi sion will ’ollcv'*uoure develop:eozs and, if necess ', will modi'y
or set aside fho aforeoa,d agreowenx by approp*i order 4if in so doing the
...n't.e.c..‘t... of Aop.x....cant'* re"ula.r (] s:omcr., are bettcr served. )

Another 1mportdnt conszderatzon ohould be kept in mind: This

Commission recently has instituted Case No. L591, which iz an *nve:tigation-
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on its own motion into the reasonableness of‘concracts'and schedules, and of
the practices, rules, regulations and p*ivilcgeu, applied or en:orced by each
public utility in the supplying of surplus‘natural sas for indust*ial con-
mercial or other uses. In vhis investiration there is at issve the
gquestion of the natural gas supplj anc the oroor;ety of -"vplying large
industrials, such as contemplated in the instant v*oceeding, with speciad
relation to conservation and to the requirements of nat_onal de.ease in tals
emergency period. Applicatzons NOS . 23862 23866 and 23921, now
ending vefore thls Comrmission, are from sa ut_l_‘ieg asiking the Comm_e sion
for permission to neplily <he conditio‘ under which Lhey may cu:tail the
delivéry of natural zas %o larre industrial'custom'rs for sale at sﬁrpluz
raves. th Applicant and Customer in this ﬂroceeding assume the'risk,.
therefore, That the rewulvs of the investigation mzy indicate that the
contract a&tborized by this deecision may have 40 be modified at some later
te, :
AL the public hearing of this matier no one appeared to oppose oOr

protest the granting of the request prared for in the application.
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The Pacif;c Cas and Electric Company having applied to the Ruilroad
Commission of the State of Culifornia for permission to en:er into an agree-
ment with the Calaveras Cement Corpany ’or the sale anc delivery of surplus
naturul gas for use in the latier's cement plant located near‘San Anareas,
Calaveras Co;rt" California; |

A public heafing haviny teen held, the matter being submitied and
now ready for decisioﬁ, | | | |

IT IS ORDER:5 that Pacific Gas and Zlectric Compary is He*eo;
authorized to enter into that cercain proooand agrﬂemert wish Ca;ave*au Cemerns
Company substantlally as set forth as Exhibit "A," attached %o the within

application, and to render surplus natural fas service to said Calaveras Cement
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: Compa.ny at the rates and under the terms and conc‘.ition., set forth in- saic‘.
agreemen‘c prov:.ded, however ’ S the authority herein granzed shall not be
- taken as li.miting the Comi.,sion" authority to modifl y or set aside suc"z
| agreement by appropriate orc‘.@-r. o o

Pacific Gas and “lectric Co...pany zhall file two (2) copies of the

agreement with the Comméssion within vhirty (20) days after-its execution,

Authority herein grazted shall vecome effective f’?f date hereoZ.

Dated at San Francisce, Califormia, this 97442 duy of iay, '

si:oncru. U




