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BAKER, COMMISSIONER:

TNTIRTM OPINION AND ORDER

Thin proceeding on the Comzission’s own motion, looking into the
" reasonaoleness of 'c.hc ges retes of‘Pa.ci:‘ic Cas and Electric Compa.nj in %8
\'or‘:.hcrn California service aresa, wvas 4nitially heerd on e'b*uary 9, 92,
Although inforzal co*"c:'-':xcea vere o% :Ll unéder way, .;t van. acheduled Zor that
date 4in ordc:- %0 obialin the testizony of Mr. Aritiur 3. All:rnc, ‘who bad heen
cnllcd for nilitary gervice., Test i..on.,' and exhidita were p*escntnd. o acvera_
matters, including evidenco deal..ng with heating values of ..m.um.. 5&3 in *el&-
tion to rates for auch cervicc. The avidence at that hearing indicated a down-

ward trend of heating values and the need of an adjusizent in rates because of

such fact. A suggested plan of rate fora dy which %o accozplish This purpose

vas fntroduced in evidence as-Exhibivs 9 axd 10,
Continued decline in heating value has drought sdbout the ne¢ecasity
T these’ c,.anses a.t the earl.u-s“ possible: ume. Conferences tave besn held

batweern manbers of the Com..as..on stass end cozpany ofﬁcia.ls. At an adjourned
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hearing on April 21, 19&2, Mr. E. 7. McNaughton, Director of ihe Comisaion's
Public Utilitles Dﬁpanmcnt, reported on the rﬂmzlta of these coni'crencee %

the effect 'chat an mm a.greemnnt had been reachcd. sudject to appz'oval

of the Com:!.saion, that the general service, firm 4ndustrial and Palo Alto
resale natural gas rates in thc Kettlezan service ares ineluding San Francisco,
Qakland, | San Jose and the Monﬁ-r-'-y Paninsula ‘would be sdjusted, 1ncbrporc.t‘

in the rate Bchcd.ule e provision for mutomatic revisicn of suck rates vben.
changes occur in the houtins value, Mr. Roy A. w-ne, Cag and Elnctric Inglineer

for the Commission, was called as a witness and explained thc opemtion of the

pz?oposed'rate plan. Exhibit 11 shows the teriffs in form to accomplisk this

purpose.

' Pncific Cas and Electric Company began the aervi.ce o:' satural gas
in a substantial manner in 1529, when &c‘c tleman gns wvag piped to the San
Francisco xmarkets, replacing ‘ahe. mmfactured gas service in t}mt aree. By
subseguent expansion of such service and the discovery of new gas sources, the
ensuing dccade- hes geen the subatitution of natural gas supply over pmcticam
all Qf the far-ﬂune: service area of the company, Iincluding Maryavillc a.nd.
Eureka, from local gas fields, ‘Ma.nufactured gas is still eupplied. 1n Grass
Valley, Nevada City, Reddins, Red Bluf? and Willows.

Regulation oi‘ the. heating value of artificial gas is within the
control of The c'o:#pa.ny e_nd the Commission's rules preseribed the 11imite within
which such gas might be oupplied. Obvi ously, the problem of supplying gas
ouvside of such linits d.oeé not a'-iéc. An ...npomt pm of the cost of euch
aewice , however, 1o the fuel oll used in the maaufaciure of '!:hc a&s. ’”he
Commiseion found from oxpc:-:»ncc tha.'c. numerous proceedings were med.od %0
adsust. the price of manufactured gas because the price of 0il had mc‘rea.eed
or decreased, Finally, In 1923.; Dy Decision 9125 (20 CRC &%), tﬁe Cormiasion
deteim.’z.ned. the ratio of cost of oil to coot of gas ard preacrided » proviaion
ia the tariff Y'dhe.rcby'tc edjust g@a rates up or down autozetically when fuel

oil costs changed. This plan has worked satisfactorily over the past twenty
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Jears oand fa in effect today for tae favw remaining artificilal gzis éervicc‘

areag of the compw
The Com.ission, by Declsion 29264 of r.ovembnr 9 ..9,6, (uo CRC 04),
reviewed. the ‘rulea and regula.’tions 3ovem.1.n3 the chamctcr of m-.tuml gao
sexvice of Pa.c ﬁc Cas and z,lcctric Compa.ny The earliest acheduleo provided
only that natural gas would 'be suppli cd omitting any d.nsismtion of hca.‘ting
valze. On Ocﬁobcr 22, 19%5, the conpa.ny filed n reviged rule and regula‘cion;
Providing a range of 600 to 1200 B.t.u, per cudbic foot. The ¢ities of Ookland
and Fresno ciucst:.oncd. :hc'probrietf of this mle., After hea.rinss at So,n | |
| Franclsco and Fresno, the Comis'evio.n found tant the rule had not been unlaw-
fully filed, dut required that a ncwi rule be filed limiting the variation in
average monthly hea.tiﬁg value ﬁo L.} mge of 100 B.z.u. per cublc foot. The
compeny refiled its schedules a.ccor&ingly, providing for a range of 1100 %o
1200 B.t.u. per cubic foot. | o
Subsequent to this determination, a nuzber of new soﬁrceu of gns
have been found, .and. the variation ia hea.tine;' value in thesf;- existing sources
has been aubstﬁnti&l. Through formal procecdﬁ:gé cherges have beer.'md‘e from
tixe %0 time to adjust the ranges and rﬁtea for such srrvice when serdce has
- deen transforred to other 2ielda, |
witﬁ\thc increasing nurber of sources of varying 2eat value, together
with rearrangenents of facilities and shifts of load brought adbout by war con-
ditions, the amed for chenges in heating va.lue rangss decones zbre pronounccc’..
The heatircg value of natural ga.s ia, of course, in an iadividual £1-d dct»r-
n'...md by ..n..ure ’ but the company ha.n & certain control ovar .h~ hcc.ting value
- aupplied 'c.hc ultizate cus uoz'.cr throush commingling of gos "rou two or more
sources, In oil Tields, the amousnt of ex‘tmtion of liquid petro:.eum products
{rom casiaghead gas By oil companies likewise has an of7ect on the hea.tiné;
value oF gas deliversd to utilitieé. |
It appears ©o the.ComIaaion that this background affords .e. bosis
for éropcr ingertion of a provision for changes in rates without the ‘mceaéizy

of a formal application, hearing and oxder in mach case. The plan: propoéec‘.
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by the Comieaion's enginrers fundamentally eombliohcs mtﬁs on an e.vera.ge

heating value for natural go.e of llOO B.t.u. per cubic "oot end provides for
an adjuotmcnt in rates in steps of 50 3. t u. per cudic foot chaz:g.s. Thus
effective rates night de dased on 1100, 1150, 1050 or 1000 B.t.u,. per cublc

foot., When the keating volues 'chzmc.;e pufficiently to effect rates, new tariffo

would de filed by advice letter, the rate applicadbls Deing that nearest ‘:.hc :

actusl heating value of the gas %o de supplied at the time service wos inau-
gurated or chane,hd. "'hus, for example, gas at 2 heating value of 1030 ‘would
- eupplmd at & rate based on 1050, as would gas of 1070, wsile gao o"‘ 1080
wOuld be supplield at the llOO ba.sc Whez changﬁs dar‘.’:.g ke course of nom"
opera.tions occur, that ‘oring the heating values out oi' these ra.ng'-a ;. .,hﬁ rates
are corrcspondingly adjuated, oxcept thet an overlap cack wey of 10 ZB....u. has
been ‘providcd 80 &8 TO Zake unnecessary ratse changss 'whci-e the average is vcry‘
close Lo one or %the other dbase periods.

Neo ob:jact:.on vas raised at the tearing to o trisl of this plan in
80 far as gensral ecMce aschedules are involved, The ,Comisleion will by
order provide for‘ 11:3‘ .-;xdopt:on Under its a.ctua" opcmtién it Ls ho?d 1"
will enadle the company o opernte its systen 0 maxizur €COonomy, \hich, ...n
the long-run, is in the interests of thc pudlic, ycu prondcs Tor eaaily ef-
foctive and equitable rate cha.nges vhenever any substantial chenge 1s zade
in’the'hea.t content of the gao vsupplied..‘ Thus, in eflect, thé company is
gilven a wide la.titude in its opemtiom; and the pu‘olic. 18 giver mpsurelce
“hat the ra.tc will de properly gca.rﬂ-d to the heat conten of 'che eas auppliﬂd
We believe vhis 1s 2 practical approaca %0 the "he'-m ) ba.s s of cha.rges.
The maximum range over wbich uhis plan can 'ba car"ied. out remeing "or "‘uturﬂ-
experience %o d.etcmin ; dut it should encompass subs.a.nt.a.lly ..hr 9C0 o 3.200

ra.nge which the company initially aought in 1935, The cozpany will be;expec e7.%!

(1) 200,000 B.t.u. This is the theoreticelly sound basis of measurexsnt
of gas heat, dut hag practical difficulties irn adzinisiration.
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1o adjuat ¢onsumers' applic.nc—s upon complaint, or where tcots: indicate that
changes in heating value have bdrought a.bou‘c the neceasi‘t:r "'or suck ac'..‘)us'c.mcms.

In working out the adjustment :'or the general eervice ached.ules ..he
yecord ghows that the *"*eorﬁ::.ca.l ¢hange bassd on hea"ing units would dbe a.bout
L.5% for each unit of 50 B.t.u. ’ but because the compa.ny vill 21 turn bn re-
quired to purchase an additional amount of ges 1s the field an e.c‘.:jusmnt of
4% .2 the vate would de fair to both customer ard company. I.ﬁ:-vise in the
cane manner for ﬁhe lower rate firm industrial a:zd r-me gorvice & *eduction
of 3%, and ia the comerc.;a.l bu:.’d.ing ncauing and surplus induatrial schedules
a changs of 2% for each unit of 50 B.t.u. per cudic foot would be o.pprop*ia.

Mr; Wehe testiflied that he had stud.ieé. the level of rates of the

company and was concerned that any reduction aﬁ this time 1a the rates for
lover priced. gas, which do not zow return full costs to serve, suck as build.ing
heaving end aurplus, would. piace these definitely at 200 lov a J.~v»1, anc'. below
the competitive price of oil. Suck a change was par'cicula.rly undesireble €00 -
becouses of the increasing dwafts on the Rio Viete dry ga.s'rcm-rve vhicb. would
result. The margin Between the fisld cost a.nd ..h~ mtea cha.rg—d :toz- thess
eerv;'.cee i quite smll comared. To the firm schedules. He alao rccom..ded
that the e.d.Justmant in firm dndustrial schndulﬂa e d.ei'errod péndinz & further
atudy of the rclation.ships of the industrial rmtes.,

Repreasentations were made dy a number of surplus industrial customers
that these schedules be included in tﬁevadausmnt, a3 vell as oo 'oeha.l:': of
the 'Apart:zcnz House Ownera’™ Asagclation. Some ;.:ea timony and a«a’ccmﬁn..s wore
likewiee made Iin refarenéc t0 the reszle grs m" w0 the City of ?a.lo Alto
covearing not oxly t.hc hco,ting value change dut also certain :anonsiat»-nciea
that now exiat be'cvccn the contmct rate and the publiahrd. tariss for m:~
seyvice., Mr, B, 3., 3Backevs, Ra'.r,c ..ngin»er :!‘o*' tThe compc.w, teatilied as o
sone of the rate prodlems in developing =quitable industrial rate sckedules
and urged that such tariffs be not adjusted 2t the present t.‘.m;:._

The Commissior 1o concerned lest azm adjustment of theoss irdustrial

rates at this tims may conflict with ite atate-wide invegtigatlion, now zmearing
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complcﬁion. It rcaliics that’sucli rates veré adjuated under somawhat similar
circumstances , 88 in thé Stockton area - (Decision 514-671& of Cetober 1k, 19k1). .
Since there le no question with referoncc 0 the general gervice achodulﬂ
cha.n.ges here under submiesi.on, thcae vill be ordered 13 with the undrrsmd..ng
..h.a.t they will becone effective wi b. moter readings on end afver May 15, 1gk2.
I z‘ct‘ilinp ‘thess general service tariffs guch ef fective rates should De in-
cororeted in the sckeduleo ag mey de dictated By the heating value of the
oo then supplied and as may be continued :6 be supplied for a maéonable time
thereafier., The rates for 5.nduatria;1 and duilding héz;ting services will de
diapéaed of in a further oz-dér in this ce;se. The atuff‘ia mﬁ'ucf.cd to Pro-
ceed promptly to study the other iasuca. {in thieg cage, ao well as the 1nd.ﬁatria.l
rate leVéle; and to confer with the interested parties 1L occasion arises prior
to the next hearing. Iz view of the questlons ralsed regerding Ithc Palo Alto
rate, 11: is likewise belicved this mt'cér ohould Be set over cﬁ.:d. handled by
gudsequent appropriut» action, During this interim paxicd, the acbove referred
to tarliffs, other than the gezersl service ochedules, sholl be re'ﬁed with
the present 1100-1200 3.t.u. re.nge changed to 1000-1150 as a semporary messure.
Smlarly, Rule and Regulation I\o. 2, shall be refiled in order to con:'om 7=
the changed conditiono 80 mcorpora.tod in the new achndulca.

Th~ atate-wide 1nv~ati@;a.'tion zow under way ta?es into account the
fact thet the major supply of s for this ares is from Rio Vista &ry gas
sovrces and 16 no longer a ‘by-pr&duct in connection witk the production of oil.
While such rates were nd..}ust»d. ux:f..cr somevhat sixmilar circumstences In tho-
Stoc"'ton area, Docisiou 314-6714- wag rendersd prior %0 <he major cha.nghs in aupp.’u
sources since the declaration of war., Therefore, industrial and heating rates
will be deterzined at a later date aftor completion of the study now undcr"éay,

and will be disposed of by further orfer of the Commission,
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I recommuend the following form of order:

INTERIM ORDZIR

A public hearing having heern eld in the gbove entitled Znvestigation

and tae proceeding having been sudbmitted for the purposes of satablishing an

sutematic provision for the adjustment of certain natural gas rate schedules,

with varisilion in the heat content of the gas supplied:
It 18 heredy found as a foct that:

The public iaterest requlires thet the gemeral service
Schedules G-1, C-2 and G-6, of the Pocific Ges and Electric
Company, de changed in order to provide for an automatic
rate adjustment plan to decrease or increase rates whan the
heating value of the gnao served changes;

Such automatic rate adjustzent plan, 4o Provided in Speclel
Condition (1) on ench general servies tariff scheduls herein
ordered to bo filed, ia & proper and reasonable provision; and

Pencing furtker order of the Comxmission, Schedules G-4O,.CE-1,
GE-2, GS-1, GS-2 and GS-7 ghould not be adjusted and the pro-
viglon oo to the heating value ranges of matural gas supplied
thersunder should be changed wo resd "of 1000 to 1150 B.t.u.
per cu. £t." in lieu of "of 1100 %o 1200 B.t.u. per cu.ft.”

LR

Baged upon the adove findings of fact, it 15 heredby ordersd that:

Pacific Ces and Electric Company sholl file with the Commisaioz,
not leter then Moy 10, and effective on and after May 15, 1942,
tariff schedules of hage rotes and confitions as shown iz Eyxhidit
No. 1l end identifield as Schedules G-l, C-1A, G2, G-2A, G-6 and.
G=7, together with effective rates hased orn hecting veluves of gas
being supplied Thereunder ot the Tinme of £1ling sald schedules; and

Peciflc Cas and Electric Company shell refile its gas Schodules
G-50, GE-1, GH~2, GS-1, G5-2 and GS-3 and 4its @as Rule and Regu-
lation No, 2 to be comsistent with this opinion anf order. '
For all other puiposcs, the effcét:vc'&atc of this order shall e

twerty (20) days from and after the date hsreof.
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The foregoing opinior and order are hersby approved and filed as

the opinion and order of thc Rm.lroad. Commissilon of the State of Cali’m

Dated at San Francloco, California, this 5242_73_\ day oi‘_@z{

1862,
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