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t',.: BAKEBI COMtruSSIONER: 

INTERIM OPINION tJ-'"D ORDZP. 

Thill 'Proceeding on -:he Co"="1ss1oI:.' S O'lrn. :ot!on~ loold.ng into thl!' 

. rO&80naOJ.eneos of the gt:.B :retell ot"P4c1:tc Ce.f:I a.nd. Electr1e CO:l;pany in ~ts 

Although in!or:e.l co:!ereneee vere ct!ll undervay, it vas scheduled for thAt 

t10n to reteo tor such oerv1ce. ~e evidence at t~t hearing !.n~ce.ted a down-

~aa introduced in eVidence as-EXhibits 9 ~d 10. 

of these changes at the earliest pose1ble·t~e. Conferences ha~e been held 
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Maring on April 21, 1942, V..r .. E. F. McNa1.lgh.toll, Director of the Com,1"OiOll' S 

. . 
Public Utilities Depe.rtl::ent, rel=Jo~d on the results o'! these conferences to 

the eti'ect tto.t an 1n~ ;,.greement h.a.d bel!2l reaehcci,' subject 'to appro·'al 

of the Commission,· that the genoral serv1ee, tim '1ndustr1a1.ond Palo Alto 

~Gale no,:eureJ. sas ro.'t¢e in the Kett1e:an aert1ce area. including San Frane1eco, 

O~kla.nd, San Jose a::J.d tbe Monterey Pen1nol.llt.t.~oald. be- edjuetea., 1ncor;pcrat1ng 

1n the re.~ schedule a ;provi8ion for a1.ltomt1e revision of such rates ..... b.en 

changes occur in the ~eat1tlg value.. !t.r. Boy A. ''';'ehe, Cae end Electric EDg1neer 

for the CommiEJ"ion, vas called as e. 'Wi tneso and. exple.1ncd the operation of the 

proposed. . rate- :plan. Exhibit II shove the ter1ffs·11:. torm to .e.ccoIlll'l1sh th1s 

;purpose. 

Pacific Cas and Electric'Co~ be~ the serv1ce ot ~tural·gae 

in .,. su'bstantial me.rmer in 1929, .... hen k-ttlemn sao '-'as :piped to the San 

Franc1seo :carkets, re:plac1ng the Ital'lUfaetured. gas service ill that aree.·. ~'1 

ou'baeo..uent expansion ot such service ~d the discoverj" or nev ge.a sources, the 

ena1.l1ng deee.de has (teen the 8ubBt1t1.lt1on of Mt1.lre.l ~ aup:pl1 OV~ :pra.ctica.lly 

all of tbe far-n1.lXlg service area' of the cO::paDY I 1ncl1.ld1~ Mar,yerv1lle and. 

Eureka, from. loce.l gae t1elde. Ma:o.1.ltaetured gas 18 still 61.l;;::pl1ed in Crass 

Regulation of the heating ve.::'ue 0'£ artificial 8-'-8 is· 'With:1n the 

control of the co~e.ny and the CoI:l:l!Gs1on's rules preec%'1'bed. the 11:1ta ~thin 

~..,h1ch such se.e might be oupp11ed. Obv101.lDly, the pro'ble~ ot 8uyplj"1xlg gas 

out&1de of such 11:its <ices not arise. 1m ~o%"ta:l.t :pert ot the cost of such 

servioe, ho.....-ever, 10 the ruel oil used in the mc.:lufacture of the gas. The 

Co~se1on !ound !rom experience that nu=erous proe~d1nge wero needc~to 

adju~t the price ot manufaotured ~e because the priee of oil had ~noreaGed 

or decreased.. Finally, in 1921, by ~e1e10:e 9~ (20 CRe 64) I the- Cor::r.1saion 

det~rm1ned the ratio or cost ot oil to coat 01' gaG ~d ,rescr1bed. a provision 

ill tho tar1!f • ... hereby to e.dj1.lst gee rate! u:p or down 111;'tO=et1c:ally' when flJel 

oil costs cha:lged. :'hio p1M MS vorked IJ8.t1sfaeto:1.ly over the :past twenty 
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years an~ 18 in effect today for the few ~!n!:g Artif1cial sas service 

llXeo,o of the CO:llP~. 

The Co:::::l1ss10n" by Decision 29264 of r:ove:lber 9" 1936" . (40 ~c 194) 1 

r~viewed the rules 4nd'regu~tions ¢overn1cg the character of natural ~ 

service or Pa.C1f1c CaD a.nd Electric Co~. The earliest ached,ule& :prov1ded 

only that natural snswould be Gu,p11ed, o:itting ~ designation of heating 

va.i.~e. . on October 22, 19;5, the cot':.:pa.:lY fi1l!'d Il revised rule and regule.tion, 

l'rov1d.iI'.l€: a range of 900 to 1200 ~. t.u .. per cubic foot.. The c1t1es of Oo.r.lend 

Francisco and. ~Sno, the Co=1se1on found. tMt the rule he.d not been unlaw ... 

1'ully :f'1led, but required that a new r.:le be tiled 11"'l'ft1ng t~ var1a.t10n1n 

average monthly heating value to tl ra.:lge of 100 B .. t.u. per cubic toot. The 

eom~any ret11ed its schedules accord1np~, providing tor a range or 1100 to 

1200 ~.t.u. ~r cubic foot. 

Sllbsequent to th1e detel""'-in.e.tion, a nu:.ber of nev sources or gtJ.lJ 

have been found" ~d the variAtion 1n heating value in these eX1st1ng sourceo 

hae been Gubstantlal. Through !or::nl :proceed1r.gs chl!r.gee have beer. me.de i'r0:l 

t1:ce to time to adjuet the rar.ses and. l'1l:teo tor Bueh 8ervie~ wber:. 3e%"'tiee Me 

With the ine:ree.s1r.g nu:.ber or eourcee or va.ry1ng heat valu~, tog~ther 

'With. rean'a%lgeI:lents or taci11tiee and. eh1:rts 01' loa~ broueh-'t about by -.m.r con-

d1t10ns, the need tor cbe.r!gee in heat1:lg value r~8 beeo~3 :ore ,ronounc~d. 

The lleat1r.g vo.lue of Mtural go.s. is, o! courso, in I1!l i~iv1due.l 1'1~1<1 ~ter ... 

::.:!.ned 'by :Ature, but the eO:l:p4tIY ~ a eer--..e.1n cor.tro1 over the heating value 

supplied. the ultimte custo::er through eo::::'J!ngl1r.g of gtJ.tJ 1'ro: two or :nore> 

eouree~. In oil !1ellie, the e,ltOunt ot extre.et10n 0: liquid petroleum products 

from caGi~es.d go.o by oil compc.r:.1ee l1ke"r.ee Me an etteet or:. the i:leat1l'lg 

value 0: gas delivered to utilities. 

It appears to the Comics1on that this background a1'1'ord.e 0. 'basis 

for proper insertion 01' a ~rovie1on to~ e~es in rates without the nee~se1t7 



• Cae~ No. 462~ 

by the Co~ss1on'o eng!neero tu~da:entallY eetablishes rates on ~. average 

hell.ting valu~ tor :DAture.l gae of llOO 3. t.u. per cubie toot end. prov1deo for' 

an a.djuotcent in re.teo 1n stepe of 50 B.t.u. per eubie foot elloJl.ges.. ~us 

effective retea :nght be be.sea on 1100" 1150, 1050 or 1000 :B .. t.tl .• :l)er cubie 

foot. 'When the heat1!'lg vcJ.uee eho.rJ.ge Duft'!.c1entl1 to effeet rates, new tarlffo 

would be filed. by adviee letter, t~e rate applicable be~~ t~t nearest the 

1l0tll.e.l heat1l'lg va.lue. ot the ea.e to be su:p:plie~ at the time service ~8 1M",­

guratedor e1:a.Deed. 'rhus, for e~le, ge.s at a hellt1~ value o'! 1030 would 

b~ ~upp11ed at e. ~te based on 10;0, e.o 'Would gna or 1070, while gao of 1080 

would be supplied Il.t the 1100 base. ~en changes duri:g the cou~ae of no~l 

opera.tionD ocetlr, that br1ng the heati:g valtleG out of theoe ra.ng~$, the ro.teo . . . 
are correspondingly ad.jueted, exceptthet ~ ov~rlap each 'WilY of 10 3.t .. tl. has 

been prOVided &0 as to :eke Ur~CeDDar.7 rnte changeo where the average is verj 

eloBe to one or the otherbaoe periods. 

No objection "JaB :rt\1s~d at t.i'!e heariDg to Q. tr1e.l of this plan 1:l 

00 ttJ.r tJ.S gen~re.l eernee schedules are 1nvolved.. 'l'b.e Com::l!saion 'W'111 by 

order provide for ita adoption. Under ita actual operation it is hoped it 

will enable the eo:npany to operate it~ .eY8te~ to ~ ~eono::y}' ·, .. Meh, in 

the long-run, is in the interests of the public, jet provides for eo.011y e!-

feet!ve and equitable rate e~nges whenever ~ 8ubstant1al change is :ade 

in the heat content or the gao supplied. Thus, in e!teet, the eo~eny is 

given a Wide ~titude in its operatiOn! and the public is given aD8Ur~eo 

thtlt the rAte will be properly gea~d to the heet eontent of the gao su:pplied. 

We believe this is a practical approach to the t~e~ (1) basio o! charses. 

experience to d.eter:nne, but 1 t should. eneo~e.s8 etlbatant!ally the 900 to 1200 

raDge whieh the company initially aought in 1935. 'rhe co%tp1J.%lY w111 beexpec~d. 

(1) lOO,OOOE.t.u. z.h1a 1& the theoretlee~ sound otJ.s10 o~ ~1l8~~~nt 
or gas hellt, "out has ~ractieal d1!ticultiee in a~stret10n~ 
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to adjuat conoumerB' app11c.ne~o Ul'On complaint, or vh~~ teata 1::.d:1~u- tllat 

changes in heating value have brought about the neeeoe1ty 'tor ouch ~dju5~nte. 

In vork1ng out the adjuet~nt for the general service Gche~ulee the 

record Qho~ that the theoretical e~e based onheat1~ un1tG voul~ be about 

4.5~ ror each unit or 50 B.t.u., but because the company vill in turn be re­

quired. to purchase an additional a::lOunt of ge.e :'n the field an ad.jutl~nt of 

4? ~~ the rate vould be !41r to both cuetomer and com:p~. ~ew1Ge in the 

O~ manner for the lower rate fi~ industrial and resale o~rvicea reduction 

a ehlmg~of ~ for each un1t of 50 :B.t.u. per cubic root 'WOuld "be a:ppro,:1.4te. 

?Ill". Wehe testified that he had stud1ed the level orratee of the 

co:pe.ny and 'Was concerned that ar.:y reduction at this t~ in the rates 'tor 

lower J;lr1eed.gas, vMoll d.o not no'W return full costa to eerve, such as. "bu11~ 

helJ,t1~and surplus, vould~lIlce these de!1n1tel1 at.too low a level, a=d below 

th~ co:;pet!t1ve ,r1ce of oil. SuCh a c~ vas ,art1cularly undes1ro.ble too-

"because of the 1nereaaing drnits on the Rio V1Bta ~J eas reserve vh1ch voul<1 

result. The x:a.rg1n bet}ol'een the r1~ld. cost and th~ ro.t~B charged 'tor these 

oervices 1$ quite s:all compared to the t1~ schedules. Be aleo reco==e:ded 

that the adjuztmont in t1r.::. 1ndustr1e.l aehe-~ule! be deferred ~1ld1De 4 turther 

study or the rele.t1o:c.shij;'B of the 1nduetr1al ::e.'tec_ 

that these schedules be included in the adjus~~t, as vell as en oehel! or 

covering :ot only the heating value ebange but 4100 certain 1ncone1stenc1e-a 

tlla't :10"" exist bet..,een the c:ontmet ~te .aM the published 'tan!! for like 

service. ?lz.:5 .... 3. ~ckett, ~t.e Engineer fo':: the C01:lper;::f, teoti!ie-d as to 

:rotea at this ti:l:e r:ay con!l1et .... ith 1ts state-vide inveetiga:t.10::l., nov :.ea..~:lg 

-~-



cOlnl'let1on. It realizes the::· such rates vere ad.justed. und.er eo~lle.t a1m1lo.r 

c1reu:atances, as in t~ Stockton area - (Decision 34674 of Cctobcr 14, 1941). , 

Since there is no question with refe~~ce to the general service schedule 

changes here under submission, these will be ordered in with the u~rGtand!ne 

tha.t they will becotle eftective with :meter relld.1ngs on end a~..,er 11"::1 15, 1942. 

In re~111~theoe gene=al service teri~fs such effective retes should. be in-

eo,.o then GU?p11ed and. e.e t:JIJ.y be cont1wed to be supplied for e. ree.l3oDable time 

thereafter. 'l'l:le re.tes to'!: 1nduatr1a.l arA. building hee.ting Be~ce8 vill 'be 

d1spoaed or in a further order ~ this case. The eta!! is inGtrue~d. to pro­

ceed promptly to Btu~ the other 1eeuee in this ceoe, ao vell as the iD!ustrial 

rate levels, and to conter with the interested parties it occasion ar1~D prlor 

to the ~xt heari:lg. In. Vie'" of t~ questio:oe raised regerd1ns the hlo· Alto 

rate, it 10 likewise believed th1s matter should be oet over and ~dled. by 

ou1:loequent aw~opr1e.te action. DuriDS this 1nter1::. J;ler10d, the above referred 

to tariffs, other than the eeneral se~tiee achedules, 8~11 be ret1led ·~th 

the preeent 1100-1200 1; .. t.u. range eba.tlged to lOOO-ll~ aD Il. tempore.r:r meeoure .. 

S1m1ls.rly, :Rule- and :Re-~lc.t1on No .. 2, oho.ll b~ re:r11e~ in order 'to contorm 'to 

the changed conditiOn!) eo 1ncor,porat~d 1n th~ new sehedules_ 

The statewide 1nveot1G4tion :ow under ·~1 takes 1ntoaccount the 

:filet ttat the me.jor supplY of eae for this c.rea. 10 :fro:t ~10 Vis'ta e.ry saG 

so~rceG and 1G no lo~~r a by-product in connection ·~th the production of oil. 

Stockton area, DeCiSion }4674 ~ae rendered ;prior to th~ mAjor changeo1n oup,ly 

eoureea since the decle~t10n ot var. Therefore, in~u6tr~1 ~ Deat1ng rate! 

"Will be deter.uned at eo le:t~r 4ete l1:ttf>r completion of the study now under *rio::!, 

and "Will be d~spoeed ot oy further ord~r of th~ Coc=1ssion • 
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I r~eom::len.d. the following for=. o! order: 

INTERIM ORDER 

A publ~c hearing ha°/ing 'beer. beld in the above entitJ..!d in...,cst1e,a.t1on 

and the proceeding hAving been sub:itted tor tte ~urposes or eDtab11eh1ng.~n 
automatic provi~1on for the adjust:ent of ee~~in nAtural g48 rate 'oehedules, 

~1th va~at1on in the heat content of the gns supplied: 

It is hereo1 ~ound as 4 f!J.ct that: 

1. The public interest requireD that the general cerlice , 
Schedtlles . 0..1, Q...2' &'.d. 0-6, of the Pecit1e Ceo end. Zleetric 
Co::xpncy, be chA:lgcd. 1::. order to pro'tide '!.or ~ e.uto%:l.l:tio 
rate edjustQent plan to decrease or 1=crease r~tea ~hen the 
heatir~ ~alue of the ~c served changes; 

2. Such s.utorr.at1c ~te ad.juat:::.ent ?l~, 0.0 provided in Specuu. 
Condition (1) on each general serf1ee ~riff sche~le he~i::. 
ordered to b~ filed, 10 e proper and,re!J.eo~ble provision; ~ I 

3. Pend.iI:g 1"Jrther order of the COl"'::'.isa1on, Seheduleo 0-40" OZ .. l, 
Gl-2, GS-l, CS-2 ~ CS-3 oho~ld not be adjusted ~ th.e pro­
Vision ao to the.heat1ng v!J.lue ~r~e of natural eno supp11ed 
thereunder ehould be chtl.:Jeed ~ reo.<j, 'Iof 1000 to 1150 B .. t.u .. 
per cu. ft." in lie'.: of "of llOO to 1200 B.t.u. ;per cu .. t't.'; 

Be.see. upon the a'bo-/~ t'1ndings 0: tact ., it is r~rebj" ordered. that: 

1. PtJ.c1f1c ·~a c.nd. Electric Coz:tpany oMll file with the Co:::nss10n, 
not leter the.n 1IJlj 10, and "ffeet,1ve on c.nc:. 4!'ter XIJl1 15, 1942, 
tariff sch.edules ot beoe retcs A.""l.! cond~t1o:ltJ as sho'lol%:. ~n ~.h1b1t 
No. II o.nd. identified a.e Schedules C-l, C-U, C-2, C-2A, 0-6 and, 
C-7, together with eftective ra~s baset! on hea.ting '1eltles of IYlS 
oe1ng supplied. thereunecr o.t the t~ ot f111ng Gaid schedulea; and 

2. Pacific Cao and. Eleetr1c Cortrpr..::q aMll re1'ile i't.s gao Seh~d.ulea 
1;-40, OR-l, CR-2, CS-l, 0$-2 ena. CS-3 and ito gtlB Rule Q.ne. Begu­
JA tioD. No. 2 to 'be corA is't.ent vi til this opinion tl%l.d order .. 

For all other purposeo, the effective e.e.te of this order eMU be 

t ..... entj (20) C1l",/fJ fro:::. and after the de:te hereof. 
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The forego1ng op1n1on and order are herebj approved and filed ~G 

the opinion and o~er of the R4ilroa.d Co:::=i/3Gion or the State or Ce.l1!,0l."n1e.. 

Do:t¢d at &.n Frane1oco, Co.l!.fol'""-i.a., thin :J,f!A." dAy or ~ 


