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In the matter of the applicaticn of PACIFIC
GAS AND ELECTRIC COMPANY for an order au-
thorizirng applicant to supply to its cus-
tomers in the Northern District of its San
Joagquin Power Division natural gas having
an average monthly heating value ranging
from 1000-1100 Btu. per cubic foot; also,

ag an alteranative to supply ¢uwstomers in
applicant's Merced District neturel gas have
ing an average monthly heating velue rang-
ing from 900-100C Btu. per cubic foot; also,
to file and make éffective a revised Rule
and Regulation No, 2 and certain revised and
modified natural gas rate schedules, and to
withdraw and cancel Schedules G=L2 and G=43;
and issuing to applicant a certificate de-
claring that the present and future public
convenience and necessity require or will
require the construction, operation, main-
tenance and use of the high pressure natural
gas transmission mains and facilities herein
zentioned,

Application No. 24654
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R. W. DuVal, Attorney, for Applicant.

Ke X. Bailey, City Attorney of MNaders, appearing
for Cities of Madera and Chowchilla.

A. L. Eildebrand, Fizance Commissicner, and
Fe X. Ashley, Commissioner of Public Works,
for Clty of Fresno.
Paﬁl Gregg, for 2uilding Cwners and Managers
Association of Fresno.
BY TEE COMMISSION:
0PINIOX
In this application Pacific Gas and Electric Company, hereinafter
sometimes referred to as Applicant, requests permission to supply its customers
in the Northern District of its San Joaquin Power Division natural gas having
an average monthly heiting value varying within the limits of 1000 to 11C0

3,t.u. per cubic foot and, at such times as conditions in the future warrant,

20 supply customers in its Merced District natural gas having an average
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monthly heating value within the limits of 900 to 1000 3.t.u. per cuvic foot;
all in nlace of the nawural gas presestly being served in these areas of an
average monthly heating value between 1100 and 1200 B.t.u. per cubic foot;
also to file and make effective a revised Rule and Regulation No. 2, and
certain modified gas rate schedules, all of which are set forth in Exhibits
"B," "C" and "D," attached to the application, and to withdraw and cancel
firm industrial gas schedules G-42 and G-43. Applicant further asks for an
order certifying that public coavenicnce and necessity require the construc-
tion and operation of certain gas transmission mains and facilities; and in
connection therewith the exercise of the rights and privileges of certain
nermits, easements and franchises vhich it nossesses and which may prove use-
ful in connection with the construction and operation of sald mains and faci-
lities, and the distribution and sale of natural gas as is contermplated

Lhereunder,

A public hearing was held in the City of Fresno on Jamuary 7, 1942,

before Examiner Vehe, when evidence was presented and the matter submitted for
decision.

The so=called Northern District of Applicant is all territory in its
San Jeaguin Power Division except the Bakersfield District, while the Merced
District is understood to be that portion of the Northern District contained
in the County of Merced. The Northern District is presently served with gas
from the Kettleman Hills gas producing areas, This gas is transported from
the fields through mains owned and operated by Southern Califeornia Gas Company.
The territory served consists esseatially of the communities of Selms, Taston,
Fowler a.nci Sanger, located to the south and east of the City of ?res:ﬁo, and
also the communities served along the gas tramsmission line (Line No. 118)
extending from Fresno northwest %o Livingston and including ladera, Berenda,
Chowerilla, lMerced and Atwater. The communities of Merced, Atwater and

Livingston are a part of the llerced District,
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At the hearing witnesses for Applicant testified as to the inereasing

requirements for natural gas ia the Northern District of Applicant's San
Joaguin Power Division. Figures were preseated that showed the present trans—
mission line capacity from Xeitlerman was insufficlent to provide for maxirem
peak~day recuiremeats. It is this situatlon thal prempts Applicant to take
steps to augment the supply of ratural gas vo the arez in question. It is of
record that receatly two new gas fielcs have been developed southwest of the
City of Fresno. These fields are known as the Raisin City g£3s field and the
Helm gas field. In addition a thind field, knovn as the Chowchilla gas £ield
ard located west of the comrmnity of Chowehilla, is at present in the develop-
ment stage and is expected to provide a third source of local gas for that
avea, Tt was further testified that the carrying out of suck & program, in-
volving substitution of gas {rem one or zore of the three local fields for
gas presently served vhich emanates from the Kettleman HLlls area, vwiil in-
sure continuity of service in the Northern District of the San Joagquin Pover
Nivision and at the same time release greater amounts of gas Irom the Kettle-
man Hills ares to meet the growing demonds on the remainder of Applicant's
system, all of which »ill enable it o mzke the most effective and econcnmical
use of the available gas supply and its own natural gas facilities.

The record shows that it is Applicant's intention to augment the
gas obtained from one or more of the fields in the Fresno ared with varying
amounts of gas from the Kettleman Hills area, and warticularly froem the dry

gas fields to the south. Thls gas wlll bde transperted to the Fresno area by
zeans of existing facilitles of Southern Califernia Gas Company, as is the

practice at present, Vitnesses far Applicant stated'their belief that a
continuous supply of natural zas of appreciable volume could be obtained from
the local flelds, that they had completed preliminary negotiations for the
purchase of gas from the Raisin Civy fleld and, further, thet similar agree—
cents for the purchase of gas in the Helm field vould be negotiated as rapidly

as conditions warrant.
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The record indicates that the proposed change=over would involve
spproyimately 36,000 customers and that it would be necessary to make certain
capital expenditures to oring about the connection of the three local gas
fields vith its transmission and alstribution systems, The necessary capital

expenditures for installing trancmission mains from the Helz to the Raisin City

gas field, and from the Chouchilla zas field to Line No. 118, hove not as yet
been esu;muted, but it vas stated that the cost of a 12-~3/4 inch gas trans-
zission line approxinately thirteen miles in length, from the Redsin City
field %o connect with Applicant's Line No. 128, would be about £5225,000.
Further, that it intended to pay the cost to coastruct all maing and faecili-
ties involved in this proceeding out of its income and from funds in its
treasury not obtained from the issue of stock, bonds, notes, or other evi-
dences of indebtedness, and or Irom such funds as it moy obtaia from the

zsue of such stock, bonds, notes, or other evidences of incebtedress as the
Rallroad Commission of the State of Califomia shall hereaflier upon proper
appllication authorlze for thut surpose.

A witness for Applicant testified that ficld tests indicote the
average heating value of the gas to be obtained {rom the Ralsin City aad
Felm fields will e betuveen 100C and 1100 3.t.u. per cubie foot ond that the
gas vhich mey become avallable from the Chowehilla field is expected to have
a heating volue of approximately 90C B.t.u. per cubic foot. The gas obtained
2t present from the Fettlenan Fills and other gas fielas in the south, for
distributien in this territory, ha range of heating value between 1200 ond
1200 B.t.u. per cubie foobt, vith an averape during the year 1941 of 1146 B.t.u.,
although during the recent winter moantiis the heating value has approcched the
1100 level,

A change-over to gas of a lover heating content, such as is herein
contemplated, requires consideration as to how the new gag will affect the
operation and efficlency of existing oppliances and also the effect on cusw

tomerst bills. Applicant reliterated its evidence presented at numerous




similar proceedings before this Commission, indicating that it was unnecessary
to make adjustments to custemers! appliances to take care of changes in heat-
ing value of the gas as would be involved vhen going from distribution of the
gas presently served to that which will de #vailable from the Roisin City o«
Yeln gas fields. It was further testifiec that Applicant appreciated scme
appliances would have to be adjusted, particularly in the event it eventually
distributes the still lower heating contest gas from the Chowehilla gas field,
and it was ready and willing upon request to make‘a.w appliance adjustments
necessary to bring about a proper utilization of the new gas.

In connection with the effect on customers'! bills of the contem~
plated change~over, the record shows that all existing rate tariffs aow in
effect in this area will be recuced in approximately the same ratio that the
heating value of the gas is reducea, so that custamer billings for & glven
quantity of heat units will remain unchanged.

Tt is evident from the record developed that because of load growth

Applicant must have available a greater and increasing gas supply to care for

its customers' needs in the general Fresno area. The discovery of gas in the

neardy Raisin City and Helm gas and oil fields affords a logical source of

£as supply for Applicent o meet these requirements. Accordingly, the Come

mission i of the opinion that it iz in the publlc interest to authorize
Applicant to cozistruct, operate and maintain the gas transmission lines con=-
necting the Raisin City and Kelm gas and oIl fields with Applicant's gas
system, ac more fully described in the gpplication. In reference to the
authority o construct, maintain and operate a pipe line from the Chowchilla
field, the Commission is of tke opinien that such authority should not be
granted at this time, but only vhen developments in that field have pro=-
ceeded further, so as to establish the feasibility of utilizing what now
appears to be a gas of a somewhat uncertain and lower heating value, If

and whea the Chewehilla field development takes place, Applicant can,

through a supplemental application and order, secure the necessary permission
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to proceed, if conditions then warrant the granting of such supplemental
application.

At the hearing Applicant submitted exhibits and testimony on the
necessary changes in its Rule and Regulation No. 2 to afford the service of
a9 emanating from one or more of the three local sources. Exhibits and
testimony were also presented on the presently effective rates in this area,
as well as the proposed reduced rates %o be charged.

It i1s of record that all effective gas tariffs in the Northern
District of Applicant's San Joaguin Power Division will be reduced in general
approximately 10% in order that customers' billings will not be increased for

similar gas service after the change—over to the lower heating valué gas from

the Raisin City and Helm gas fields and, further, that should future develop—

ments warrant the further change-over in the Merced District 4o gas from the
Chowchilla gas field, still further reductions will be made in that area to
bring about a like result. The record also shows, however, that it is im-
practicable to maka adjustments in the tariffs which will result in all
cases in identical billings for a given heat utilization. The rates have
been adjusted so that the great majority of all customers will actually re~
ceive some slight reduction on an annual dbasis in addition 4o that required
to equalize the difference in the heating value of the gas served.

It is true that a few customers using large épanmities of gas may
experience slight increases, but the record shows that every effort was made
%o work out new tariffs which would result iﬁ.neithcr increases nor decreases.

v must be appreciated, however, that in arriving at new tariffs for such a
large number of customers as are involved, practical difficulties arise and
while some customers using large amounts of gas may have increases in their
billing of a few cents during certain months of the year, in other months
decreases will result, so that the effect on their annual cost for gas ser—
vice will be negligible, Bearing these factors in mind, to the extent that
the authorization hereinafter granted results in increased rates, such in-

creases are hereby found to be Justified.
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The presently effective rate tariffs in the Northera District of
Applicant's San Joaquin Pover Division vhich coatain fuel oil clauses provide
for increase or decrease of the commocdity charges when the price of fuel oil
is above or below 75€ per barrel, £.0.0. Seguro.. Similar propogsed rates con-
tained in Ixhidbits "C'* and "D,™ attachec to the application, retain the, aboved
hase of 75¢ per barrel for fuel oil and provide only for an increase‘ir; Vthe~ '
gas commodity charges vwhen the price of fuel oil exceeds 75¢ per bvarrel. The
present price of fuel oil in this area is 85€ per barrel and because of exdist—
ing conditions it is not believed that this price will be any lower for a
considerable time in the future. The corresponding rate tariffs in most of
the remainder of Applicant's system are so coastructed and, in the interest
of uniformity and to prevent discrimination, the proposed change is held to
be Justiffed,

Applicant requests permission %o vithéraw and cancel its firm in-
dustrial gas schedules G-42 and G-43. The record shows that these schedules
were experimental in nature and were placed in effect many years 3ge, during
the period in which the nevly developed natural gas resources of the state
were highly competitive with fuel oil. These schecdules are considerably
lower for most usages than corresponding schedules in the remainder of
Applicant's natural gas territory and, in fact, are lower under certain con-
ditions than its surplus ges schecdules that are subject to shutoff during
periods of gas shortage. The evideace shows that certain customers whose
usage 1s small can be transferred to other {irm industrial schedules without
increases, but that the transfer of the greater portion of the customers to
such schedules viould bring about inereased billings of considerable magnitude.

Representatives for the City of Fresno protested the transfer of any customer

presently being served under Schedules G-42 and G~43 to a different schedule

where such transfer would bring about an incerease in rates, since these

customers were not in appearance at the hearing.




“hile the evidence prosented by Applicant shows rather clearly that
Schedules G=42 and G~L3 are not in harmony with similar tariffs elsewhere on
its system, and that the two tariffs may be too low, the Commission is of the
opinion that'Applicant at this time should not be authorized to withdraw and
cancel the two firm industrial schedules. In fact, Applicant at the hearing
indicated that its primary purpose in dringing this matter before the Com~
mission was to call attention to a situation that should be corrected. The
Commission's order will provide that, for the present at least, the two
tariffs should be closed to new customers.

Applicant serves three customers in the area in question under
special contracts, These are the Yosemite Portland Cement Company plant
rear Merced, the U, S. Bombing Base at Fresno and the lierced Alrport. At
the hearing Applicant stated it intended to make an adjustment in the rates
for these customers similar to that for customers served under filed tariffs.
In the case of the Bombing Base and the Merced Airport, the Commission is of
the opinfon that this step is Justifled, as the rates charged are of the
general magnitude of its filed tariffs, In reference to service to the
Yoscmite Portland Cemert Company plant, a different situation exists, The
rates presently charged this customer are low compared to those for other

large surplus gas customers and, further, are lower than the price that

competifive fuels would require. In addition, the special agreement be-

tweer the two parties infers that the customer is obligated to take gas at
the specified rates as long as its heating value does not drop below 1000
Byt.us On the other hand, in view of Applicant 's practice in the past of
adjustiﬁg the rates for all customers where substitﬁtion of a lower heat
content gas has taken place, some adjustment appears wérranzed. However,
the Commissicn is of the opinion that any change made in the aforesaid
agreement shall under no conditions provide for a terminal rate lower than
ten and one half cents ﬁer 1000 cubic feet, |

Other than heretofore mentioned, no one appeared to oppose or

protest the granting of the authorization herein requested,

—8-




ORDER

The above—entitled matter having been submitted after taking of "
evidence at public hearing, and based upon the record and upon the factual
findings contained in the above opinion; and,

It being found as a fact that pudblic convenience and necessity

require the construction and operation by Pacific Gas and Electric Company

of gas transmission lines and facilities from the Raisin City and Helm gas

and oil fields to connect with its transmission and distribution systems in
the Northern District of its San Joaquin Power Divisien;

IT IS ORDERED that Pacific Gas and Electric Company be and heredby
is granted a certificate to exercise the rights and privileges granted to it
and San Joaquin Light and Power Company under Ordinance Nos. 273 and 279,
respectively, by the Board of Supervisors of the County of Fresno, in so far
as the exercise of such franchise rights may be nécoaaary to carry out the
above construction and operating program and, further, to make gas exten—
sions and render service along the lines so constructed and operated.

IT IS FURTHER ORDERED that Pacific Gas and Electric Company is
hereby authorized to substitute in that portion of its territory known as
the Northern District of its San Joaquin Power Division, gas of a heating
value of from 1000 to 1100 B.t.u. per cubic foot (dry basis) for gas
presently served of between 1100 and 1200 B.t,u. per cubic foot,.

The authorization herein granted is subject to the following con-
ditions and not'otherwise: .

(1) Pacific Gas and Electric Company shall f£ile and make

effective on not less than fifteen (15) days' notice

prior to the change-over 10 a mixture of gases of a heat-

ing value range of from 1000 to 1100 B.t.u. in the North-

ern District of its San Joaquin Power Division the Tariffs

and Rule and Regulation No. 2 set forth 4n Exhibits "B"

and "C," attached to the applicatior.

Pacific Gas and Electric Company shall apply the rates

applicable. to the service of gas of the heating vaiue

ranges set forth in (1) above to all meter readings taken

in those areas fifteen (15) days after the date on which
it changes over to gases of such heating value,
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Pacific Gas and Electric Company shall refile its schedules
G=L2 nnd C=43 to include rates adjusted for service of gas
of a heating value range of 1000 to 1100 B.t.u., and an
appropriate siatement that such schedules are available
only to customers receiving service thereunder on January
23, 1542, and orly s0 long &8 such customers continue to
take such service ab their location as of that date.

Pacific Ga=z and Electric Company, its successors or
assigns, shall never claim a value for the {ranchises or
the authority herein granted in excess of the actual cost
thercof before this Commissior or before any court or
public bedy.

Except as herein otherwise provided, the effective date of this

order is the date hercof,
Dated at San Franclsco, California, this A gﬂggg
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Commlssioners.




