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Pacific Gas and Electric Compony seeks authority to increass

the rates charged for gus scrvice. Formal nearings have been held on

26 days before Commissionurs Rowell and Potter and Examiner O'Brien.

The record containc almost 2,800 pages of transcript and 100 exhibits

Y

Hereinafter referred to as Pacific.
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presented by 31 w;ﬁnesses who testified in behalf of applicant, the
Commission's stalf, and certain of the interested parties who entered
appcarances in the prccceding.g/ Written arguments werc submitted by
the parties, both upon the motion of Pacific early in the proceeding
for an inverim increase in rates and upon the entire case following
the formal hzarings.

Pacitic furnishes gas for domestic, commercial, industrial,
agriculturalpland resale wses in 31 counties in northern Cazlifornia.
The territory includes some lOSyincorporated cities and towns, with

some unincorporated communities znd rural territory. At the end of

1948, about 920,000 customers were recciving sas service of which about

4,000 received service from isolated butane-propane-air distribution
plants. Natural gas was furnished on a firm basis to almost.9ls,000
customers, and 751 industrial customers received natural gas on an ine
terruptible basis. Re}ativel" small amounts of gas manufactured from
fvel oil were procduced to meet peak-day recuirements. Total 1948 send-
out was almost 209 billion cubic feet of which 52% was uscd to supply
firm service custouncrs, 264 for intcrruptible service customers,, and
17% for the operation of Pacific's steam-clectric generating plants..

In 1948, Pacific purchased 90% of its natural gas requirements
from field producers in northern California and obtainéd the remainder
frem Southern California Gas Company and Southern Counties Gas Company
in accordance with & contract submitted to the Commission in Application
No. 28652 and authorized by Lecision No. 40671 on August 26, 1947.
Pacific is presently constructing a 500-mile transmission line to the
California boundary ncar Topock, Arizona, through which it will reccive
deliveries of gas from mid-contincent fields commencing early in 195..

Of ivs 1948 purchases, 51% were obtained from the Rio Vista dry gas
field in the Sacramento Valley and 14% from the Kettleman oil field in

the San Joaquin Valley.

-/A list of witnesses is incorporated in the appendix hercto.
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Facific furnishes electrice service to most of the territory'
in which gas is cistribused, as well 2s to 2 considerably more eXtensive
arca in northorn California in which gas scrvice is not rondercd. It
also provides water scrvice in a few areas and steam heat service in
parts of San Francisco and Cakland.

Pacific filed ivs original application for chonges in gas
rates in this proceceding on October 20, 1948, asking that the raves
proposed therein be made effective January 1, 1949. Initial hearing
on the application was set for January 19, 1949, on which date a new
and higher set of propescd gas rates was submitted in an amended apoli-
cation with 2 request for authority "to immediately file and make
effective™ the propoced rates. Following presentation of its direct
evidence on Janucry 27, 1949, Pacific made 2 motion asking the Commis-
sion to grant interim rate reiief bending the complete present:tion'of
evidence. Additional dircect evidence was submitted‘by Pa¢ific at a
serics of hearings commoncing March 2, 1949, at which time cross-exam-
ination, dirceted principally toward the issues raised by the motion,

was conducted by the several interested parties. The Commission's stoff

introduced exhibits showing the results of operations for 1947 and 1948.

The Commission has not gronted any interim rate increases as|reques£¢d
by Pacific. 4iccordingly, the entire rate application is befor: us for
consideration.

Pacific summarizes the reasons for its propeosed increase in
rates 25 follows:

1. keduced ond inadecquate earnings as the result of the
combined impact of increescd capital and operating costs.

2. The deeline in gez aveilability frem Calirornia fields
und substantially increascd cost of gas resulting from
tihe cxpiration of favorable flat prices on Junuary 1,
19L9 and she reinstatcement of escalator wprovisions in
some of the compuny's important gas purchuse agreements,
tozether with upward adjustments of prices to be paid
producers under other gas purchase contracts.
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Increases in selaries and wages paia to employees.

Meverially higher Gas charumgnt maintenance expendi-
turcs in 1949 and 1950, sucn added “nﬂual costs being
estimated to be in exeecs of $900,000 for 1349 with

furthor cdded expenditures in 1956

Sxtraordinarily large capital uxp;ndmturco for gas
holders and other related facilities (including an
80-mile section of the Topock-Milpitas pipe line), to
endblc the company 90 moct customer winter dcnands
and afford reasonable ecurtainty of continuity of
service, which expenditures will produce only nomin-
ally 1ncrugs :d gross revenues entirely insufficient
to meet the ¢ arryxnb costs and oparating expunses,
including depreciation annuity and toxes, associated
therewith.

The need for added net revenues from its Gas Department
opurations to afford the company a fair return on the
capitel cost of its propcrt;ce and help meintcoin its
credit and cnable 1t to obtain, on favorable terms, the
fungds esecentinl to carry forward the largest construc-
tion program of its catirc nlgtor~.

EVIDENCE ON GAS DI PARTD ENT EASNINGS

For many years r“lelC'° gas teriff schedules have contiined

certain rates, the level of chlch che nged automaticnlly with changes

in the posted price of fuel oil. A nunbvr of the contrz*"n uwndcr which

gas purchases are made likewise ‘contain prmcos which .;uctu te with

the posted price of fuel oil. Several decreasss in this pouued Drice
occurred during the pendency of the proceeding,_, resulting in nudorcus
revisions of both revenuc ~né expense estimates. Both Pacific and thu
Commiésion's staff made estimates of over-all rwv;nu and oxpcnca items
which refleet the earning position and income rpoulr»wcnts of.unpﬁl-

D

Chn*'f gas operations. The Ifcllowing figurss wmll serve Lo show
bencr 11y the differences hetween the several esti matos dSSUﬂlnb sules

under average temperature conditions:

77
h/The seversl posted prices of Standard Bunker fucl Cil, f.o.b. Rich-
mond, Californiz, which were in effect during the peﬁdency of. this
proceedlﬂc, :
effective November 12, 1948
effective Janudry 25, l9b9
effective ALpril 1, 1949
effective June 1, 1949
effective September 1, 1949
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Revenue, Exvense and Rate Base

Taousands of Dollars

54 :
: e 3 Pacific . :
10L8 : Facific: Staff :Regular:Fre Forma. “
- a) o (o) (b) (el .. led
Operating Revenues 71,082 71,709 72,459 69,996 70,200

Operating Expe¢nscs
cxpenses Other Than
Taxes and Depreciation 45,096 50,928 50,508 49,334 49,747
Taxes 9 L5 7, 660 g ,322 7 't12 /,6&7
Depreciation 618 2 719 2 7&2 t?lj 3,010
Total Operating ixpense 57,579 61,301 61,572 59,659 60,404
Net Operating Revenue 13,502 10,408 10,887 10,337 9,796
Rate Base 183,485 210,909 205,661 210,909 231,048

Rate of Return 7.36% L.93% 5,299 L .90% bl

a. Oil prices us etpcrxenced rates as on file from time to time.
b. Cil $1.85 per barrel for full year uncder present tariff schedules.
¢. il %1.70 per bvarrel for full year under present tariff schedulcs.
d. Revenues, expenses, and base adjusted to reflect, for a full yvear,
capital added in 1949.
It is signilicant, as revealed in the [oregoing table, that, assuming
a lower price of oil of §LLl.70 per barrel, prevailing for the full year
L9LG, revenues show a reduétion from 1548, while both expenses and
capital bose show substantial‘increases. The sharp &rop in rate of
return illustrates the cumulative éffecﬁ of declining net revenues coin-
cident with an eVpan4~"g pla nt. The further depressmnb effect of capital
additiens, necessary to maintain rather than exband sales, is likewise
evident from Pacific's showing on a "pro Iforma" basis.

The Commission stafl estimate was predicated on a fuel cil
price of $1.85 per barrecl for the entire year. ?acific submitted esti-
nate of revenue and expenses based upon an oil »rice of $1.85 and, fol-
lowing the June 1, 1949 reduction to $1.70, presented a revised estimate
showing results under the lower oil price. Accordingly, differences

between Pacific and the staff will be revealed by comparing the respec-

tive studies at the $1.85 oil price. The differences in the raespective

-5 -




A=28777% .
JA

revenuce and oxponsc itcﬁs shown by a éomparison of Pacific's cstimates

at 51.85 and $1.70 oil provide a bvasis for estimating acceptable re-

sults at the lower oil prmce. As may be scen from the table, the

reducticn in oil prices results in a relatively minor decline in net
revenues.

Gross Revenues

The staff's revenuc estimate, for 1949, at a posted price of
fuel oil of $1.85 per barrel, exceeds Pacific's estimate by $750, 000,
The prlncmpal d:ffcrcncc is the staff estimate of 41, OOO 000 more
revenue from curta;lable sales than that estimated by Pacific.
Pacific's estimate of general service revenue was 280,000 greater than
the staff estimate. Differences in other sales categories were in
lesse; ameuntes.

The difference in curtailable sales rosults from Pacific's
estimate of largor curtailments of sorvice to this class of customer.
The stafi witness anticipated curtailment of about 2% or approximately
1.2 billion cubic fect, dbut concluded that such adjustment need not be

>

reflected specifically, as it fell within the over-all limits of accu-
racy in such a study. Whilc Pacific's method of computing curtailment
was said by the staff witness to be appropfiatc and would yield reason-
able results, we arc not convinced that Pacific's estimate of interrupt-
ible sales should be given morc weight than that of the staff since it
accepted the staff’s cstimate of total interruptible dcmands.

The estimates of revenuce for 1949 arce proedica -qu upon assumed
sales under average temperaturc conditions. The City of Oakland points
out that the actual sales in the first three‘months of 1949 excceded
the adjusted sales under assumed average temperatures by 3,141,511 in
Pacific's cstimate. While the temperaturce adjustment. made by Pacific
was bascd upon a meothod recently developed by the Commission's staff,
the city guestions whether the method cmployed would result in a balanc-
ing of actual revenues which fell above or below a level corresponding

o average temperaturc conditions,
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The cstimates of revenues submitted are such as to lead us
to the conclusion that for rate-fixing purpeses, Pacific's revenues
under present rases, or 1049 operations with average temperature condi-
tions and oil prices sssumed at a level of $1.70 per barrel throughout
wou'ld aperrozimate $70,500,000.,

Exsenses

The differcnce in expense estimates, exclusive of taxes und
depreciaticn, with oil at $1.85 per barrel, is $420,000, or about 3/4
¢f 1%. In the aggregete the estimates are in substantial sgrecment.
Comparison of the astimates by individual clzsses of expense shows that
the staff estimate of the cest of natural gos exceeded that of Pocific
by 630,000, aned 32,000 for the cost of propane and butane. In all
other classes, the stafl estimute was lower than Pacific. Principal
differences were $604,000 in maintenance expense and $£183,000 in pen-
sion expense. |

Facific estimgted 200 villien cubic feet of natural gas

chased 2t & weighted cverage cost of 17.34 cents per Mef. The stuff

imate approximated 24 billicn cubic feet ot o weighted average cost
of 17.30 cents. Sincc the unit prices used in the estimates are sub-
stantially the same, the principal reason for the differcnce is the
éstimate of available gos supplie

Of the 4004,000 difference in maintenance expense, 545,000
is attributable to diffwrences in cstimotes of disrribution plant
maintenance, $436,000 ¢f this amount being in connection with the cost
of installing lezk clesmps. Pocific estimated it would install 44,800
clemps in 1949 at a cost of $980,000. It snowcd that of 743,000 cast-
iron main joints on the system about 508,000 still rcquired'clampsf It
#sserts thut thesc clamps, which were difficult to obtain during the
wor, are now available in greaver quantity and will be installed at
the estimoted rate to take advantege of extensive city strest repairs

thact ure under way. Thae stuaff estimated its maintenance expense
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ellowznce @s the average of such expenses during 1947, 1948, and ecrly
199, aftcr meking & price level adjustment for 1947. It estiyated
$454,000 for leak clamp WerKk curing the current year which would permit
instazllation of about 23,000 clemps.

The cost of installing leck clamps has been an issue in

cach grs rave proceeding involving Pacific since the introduction of

nztural gos. Such clamps are required to reduce the hazard from gas

lezkage resulting from the drying ¢ffect of netural geos on the packing
in cast-iron main jeints. The Commission believes that the substantial
increese in this item estimated by the staff is an adequate amount to
reflect the appropriate level of aversge maintenance expehses fer 1949,
although circumstances moy justify Pacific in actually incurring a
greater expense during this varticular year.

Differenccs in the cstimates of aduinistrative and general
expense, pensions, insurcnce, injuries and damages, and uncollectible
accounts  shew o disparity of about 10%, or $285,000. Both Pacific and
the staff estimatcd these expuenses for the entire company cperation znd
then allocated a portion to the Ses Deportment. Pacific in seneral
based its estimates on the cost per customer of thc principal classifi-
cetions and the estimated future customers. The staff in gencral
sstimated the 1949 costs by accounts, and reflected the recent trends

in those accounts. Pacific made its allocations on the basis of the

relavlonsnip of gross revenugs of the sevaral depurtments. The valididy

of the gross reovenue method wns challenged on cross-examination where

it was shown thzt substantial changes in cost allocation resulted from
rate sdjustments znd fuel oil pricc fluctuztions, neither of which hod
o bearing upon the costs involved. Pacific's witness wgreed that othe
riethods could be used but contendad that none were as simple to apply

nor productive of any more reasonable results. The acdoption of the

£Yross revenue method of allocation by the company and its usc of that
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method since 1920 was shown to have been influenced by treatment said
to have been accorded to such items by this Commission in a number of
its earlier decisions. The staff developed a number of ratios based
upon revenues, expenses, plant, pay rolls, customers and past injury
and damage payments, and used such ratios alone or in combination as
seemed appropriate. The staff analysis permits evaluation of the rea-
sonableness of the results of application of the gross revenue method.
Soth estimates will be given due consideration.

Bascd upon the estimates of expenses, exclusive of taxes and
depreciation, and the differcnces discussed in the several arguﬁents,
we conclude that for rate-fixing purposes, based upon 1949 operations
under average temperature conditions and with the market price of fuel
oil at $1.7C per barrel, an amount of $49,200,000 is appropriate to
cover such costs.

A comparison of the tax estimates of Pacific and the staff
indicates substantial azgreement except for those taxes which are based
upon income. Since the staff estimates of revenue were greater and
its estimates of expense were less than Pacific's, the larger income
tax net income resulted in a staff income tax estimate almost $730,000

more than Pacific's. The method of estimating income taxes and the

tax rates adepted are net in controversy. The staff estimated property

taxes for 1949 at $4,649,000, an increase over L9L8 of 17.9%. Pacific's
estimate was only $33,000 higher. Both estimates were based upon
predicted increases in assessed valuation as well as inereases in the
tax rates. The Commission believes that such estimates are somewhat
more liberal than neccssary to cover actual tax increases which may be
incurred. For the purposc of this proceeding an cstimate of 1949 taxes
chargeable to Gas Department operations,consistent with the above

adopted estimates of revenues and expenses, is concluded to be
$7,950,000.
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The cstimeted eoxpense of providing & deprceiation annuity,
derived in accordance with the 5% sinking fund method, as computed by
the staff, is §2,742,000, about 1% higher than Pacific's estimate.

In its presentation, the staff recommended that a deprecia-
tion rescrve requircment study be made, such information being desirable
ir the determination of appropriate depreciation annuity rates. Pacific
agrced that such reviews should be made from time to time and indicated
ivs willingress to participate in an analysis of the reserve require-
ment. We believe that such studies should be undertaken by Pacific at
this time end carried %o completion as expeditiously as possible.

Conclusion on Net Rovenue

From the foregoing revicw of revenuc and expense estimates,.
the Commission concludes that under prosent rates, expected 1949
volume of salecs under average tomperature conditions, and a posted
price of fuel oil at $1.70 per barrel prevailing throughout the year,
Pacific would realize a net revenue of $10,600,000. That nct revenue
may appropriately be related to a rate base hereinafter found reason-
able as a vest of the adequacy of Pacific's present rates.
Rate Base

Pacific estimated a capital base which it terms "Cost of
Propertics plus Working Capital," applicable to the year 1949, in the
amount of $210,909,000. The staff rate base for 1949 was $205,661,000.
Both included the cost of standby gas manufacturing plants. The non-
londed capital cost of such plants for 1949 was reported at $10,810,000.
The staff also made a showing on a rate base which excluded such capital.

A comparative summary of the principal items of the rate base and the

differences between the staff's and Pacifie'’s estimates is shown in the

following tabulation:
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Summary Comparison of Weighted Average Rete Bases

Year 19L9

C.P.U.C.Staff Pacific Differcnce

Orgunization and Franchiscs.....p 682,000 & 688,000 § (

ngmble Capival Departmental
Sas Duouégment#;.............. 188,703,000 187,361,000 1,342,000

Ccmmon Utility - Pro Ratdv.e..... 11,560,000 11 323,009 13,000)
Deductions and AQjustmentSe... .. (%9?4565) {893,000)  (T06,000)

Subtotal, Tongiblée........ 199,264,000 198,041,000 1,223,000

Differcnce between Cost to P.G.&E.

Co. of cervain acaquirad propaerties

and "Original Cost" ot which these

propertics are inecluded above. 667,000
Materiels ond SupplicS.eesseecss 3 OOO 000 3,374, OOO
Working Casheceeresreersacenenss 7154000 8 139,000

TOLALE A e erevnnnnnennanaass 205,661,000 210,909,000

_# Ineludes munu¢uc*urna gas plants 2% cost.
(_) Indicates steff lower than Pacific.

Ploant Costs

Excopt for tongible Sas Department capital, Pacific's estimate
exceeds that of the staff. The excess in the staff estimate of tangible
capital arises in part from a lorger staff estimate of customer increase

curing 1949 and the estimoted capital costs of installing distridbution

facilities required to serve the added customers. The weighted average

effect of such costs on rate base is estimuted to be $923,000. The
remaining veriation appears to have resulted from differences in treat-
ment of operative fixed copitul costs carried in construction work in
progress. Rather ainor diffcerences result from Pacifie's lorger
egstimatcs of intangible capital, its prorztion of common utility capital,
ané the estimated capital adjustments for rate base purposes.

As nenticned cobove, the staff presented an alternate rate
base which execluded the non-londed tengible book cost of the standby
gos manufacturing piants. In doing so, it pointed out that Pacific
had accrued on its books a depreciation provision equal to the cost of

the plonts and was no longer crediting interest on that portion of its
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depreciation reserve. The staff's witness pointed out that the plants

were still serviceable ancd perform a useful function in system opera-

vions, as & consequence of which it felt that the Dlaﬂt 1nvestment

merited some recognition. Pacif&c in support of itz cqntention that’
the capital costs be included in rate base, introduceq evidencé of vhe
cost of installing new plants which would provide the same service.
The estimated cost ranged from 16 vo 19 million dollars as contrasted
to the $10,810,000 cost of the present plants. If the plants were ncw
or only partially depreciated, no question would arlse regardlnb the
propricty of including them in rate base. It would appear equltab

to both Pacific snd its customers to include the standby plant capmtal

in rate base at zpproximately one-half of the recorded cost, with no

allowance made in expenses for depreciation annuities on the fully

depreciated capital.

Pacific has included in its base an item of $667,000 which
it contends is the Gas Lepartment's proportion of the unamortized
excess of the estimated cost of acquisition of certain acouired proper-
tics over the estimated costs at which such properties are carried on
its fixed capital accounts. In Decision No. 38638 .the Commissioﬁv
discussed the same item at some length and concluded that no deczslon
regarding the disposition of the matter should be made untll it gave
consideration to the reoclassification of Pacifice's cgpital accountsl
for all departments.. The uncertainties then confronting the Cbﬁﬁiséion
have not since been resolved and this item will be exc;ﬁded frbm rate
base. | |

Materials and Supplies

Paeific estimeted a rate basc addition of §3, 374 000 vo
reflect the cost of materizls and supplics on hand. Thc amount was
determined by assigning to the Gas Department c;rcazn erbmtrary por=-

wons of the cost of va wrious classes of materials and ouppllPS reporte&y

&f
Case No. 4749 dated January 23, 1946 (46 CRC 304)
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on hand on August 31, 1948, which its witness testified were used in

gas operations. The ratic of the amount of the August balance assign-
able to the Gas Department wes applied to the average of the total
monthly balances for the first eight months of 1948 to obtain the

stimated rate basc adcition. The staff estimated the average materials
and supplics alleocable to the Gas Department from the monthly reports,
and for 19LE obtained an amount of $3,236,000. The balances‘reported
for Januory und February, 1949, led the staff.to belicve that balcnees
would be less in 1949 then in the previous year. It estimatéd an amount
£ $3,000,000 for the year., The sharp rise in ﬁrice levels since the
removul of federal price controls and the expanded rate of use of such
supplics by Pacific is offcet somewhat by & lesser need to maintain
large stocks as a protection against material shoftages and slow |
deliveries. The Commicsion belicves thet an allowance as large‘as that
proposad by the staff will be liberal.

Working Cash

Pucific estimsted an allowance for working cash in the rate
base of $8,139,000. That amount was determined to be the Gas Depart-
nent 's portion of an estimated requmrtmcnt of 30, OOO 000 Zfor Mll
departments. This lotter sum was adopted by PRlelC "fter dctcrnlnlnb
tnat the everage monthly balance of cash and bovernment securities was
spproximetely 33 and 34 million dollars in 1947 and 1948, respectively.
Pacific contends thas working cash requirements are depeddént upon -
volume of busincss, extent of construction programs, spacing of néw
finaneial offerings and the mognitude and timing of dividend, interest;
and tax payments and settlements on construction projects. It also
asserts that sizable working co sh balances enhance the r&di; standing
of o utility, tending te¢ minimize the cost of money which is advantageous

Lo its customers.
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The staff commuted a working cash allowance of 32,715,000,
25,424,000 less than Pacific's estimate. The staff testified that it
recognized the principlesé/ upon which the Commission has predicated
cllowances for a reasonuble working cash requirement, and that the
amount selected was determined by a method long used by the staff.
One average menth's cost of purchased gas and other fuels and two
averapge months' other operating oxpenses are taken as the Fross re-
quirement and that sum is rcduced by an ameunt which will reoasonably
recognize that consideradble sums for the payment of taxes are acerucd
in advance of such paymentsQ are intermingled with other cornorate
funds, and are available to the utility-to meet a portion of its work-
ing cash requirenents. The stoff analysis showed that the average
balance of tax aceruals excecded the gross working cash requirements.
Guided by its interoretation of the effect of 2 prior decision of
this Commission rospecting Pacific's Gas Department, it concluded that
an amount of workins cash equal to cne-half of the gross requirement
would be adeguate. Inclusion in rate bose for overating working cash
in the amount supgested by the staff will, we believe, provide an
adequate return to Pacific for such funds as may be required. The rate
of rc¢turn herein found reasonable is measurcd primarily by Pacific's
cost of capital invested in its provertics. Any construction cash
capital nceded i3 an clement of the cost of canital and is not in-

¢ludible in rate bose.

In Decision No. 41416 dated April 6, 1948 (48 Cal PUC 1) in
Application No. 28211, the Commission said 'The purnose of
including 2 working cash allowance in the rate bace is to com-
pensnte the investors for capital which they have supplied to
cnable the company to operate efficicntly 2nd cconomicnlly and
for which thov would not otherwise be comnensated. If, through
the availability and usce of tox acerual moneys or other funds
suppliecd by the subscridbers, the investors are required to
supply 2 smaller sum, their compensation should be proportion-
ately less. This Commission has for many years rccognizcd the
effect vpon working cash capital regquirements of acceruing taxes
é/considerably ahead of nayment.®
Decision No. 38638 dated January 23, 1946 in Casc No. 4749,
(46 CRC 304).
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Plant Additions

In addition to the capitzl base just considered, Pacifiq
submitted a base for 1949 on a "pro forma" basis and a capital base
for 1950. Using these bases and what it considered appropriate revenues
cnd expenses at present gas rates and oil at $1.70 per barrel! it de- |
veloped & rate of return of.b.QO% on its 1949 bhase, a,za% for the same
year using the "pro forma" basis, and 4.06% in 1950. Its "pro forma"
base in 1949 is $20,140,000 greater than the regular base, all of the
increase being costs of fixed capital. The increase is obtained by
reflectinglfor the entire year certain capital items being installed
during the year. Normally such items are reflected for only that
portion of the year during which they are in operation. The structures
s¢ treated are gas storoge holders, associated compressors and.;ines
and a portion of the Topock-Milpitas transmission line with which
little increase in sales and revenue can be associated. Pacific urges
that primary consideration should be given to its showing on a "pro'
forma™ basis in 1949 and to the 1950 cstimates if its present heavy

capital additions ure to be given adequate consideration. The staff,

although it made no specific estimates of capital additions beyond 1949,

pointed out that the scheduled heavy additions of capital thet will be
unzecompanicd by proporticnate revenue growth, require recognition.

19L9 Rate Base and Return

Following the customary method of developing a rate base, in
which capital is reflected only for its period of. operction, and.giying
consideration to the cstimates herctofore discussgd,.we conclude that
for 1949 an zppropriatc basc is the sum of $199,700,000. VUsing the
net revenuc of $10,600,000 previously discussed, Pacific would realize
2 rate of return of about.S.B%-from its Gas Department operations under
its present tariffs, assuming averagc temperature conditions and a

posted-price of oil of $L.70 per barrel throughout the year.
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r Rate of Roeturn

Pacific assocrts that a return of 63% on its Gas Department
cost rate bose is fair, reasonzble and necessary. Pacific has financed
its investment in its plonts and propertics primariiy through the issue
of bonds, preferred stock and common stock and the use of carnings. It
presented testimony showing the effective intercst ratc on the bonds
at 3.4L87% and on the preferred stock at 6.04%, as of tbc close of l9h8
while the staff in its prosentation arrived at effective interest rates 
on the bonds ranging from 2. 97% to 3.27%, depending on whether or not
certain items of discount, expense ané premium relating to refunded
issues are taken into consideration, znd on the preferred stock a2t
5.94%. The differcnces betwewn the zmounts in the two presentations,
while not substantizl, arc accounted for primarily by the ineclusion in
Pacific's caleulr tions of itome relating to securities of predécessér
companies and to refunded iesucs, some of which items were not recorded
on its books and somc of which, while recorded; have long since been

written off by charges to income and surplus.

A3 to the common stock, Pacific urges that ecrnings of $2.873

& shere ore naecessary in order to enable it to do éqﬁity financing in
the futurc.. Giving consideration to g¢stimated issues'subsequent to
1948, it developed an over-ull percentage of 5. 89m as the weiéhted‘cost
of copitul represented by bonds, preferred swock and equitf capitai,
exeluding from its colculations any consideration of funds repfeéentbd
by its reserves for dopreciationf On this basis, and upon giVing con-
sideration to its estimated finoneial and capiﬁai needs.during the noxt
few years, to its anticipated heavy construction program, to the
necessity of & larger volume ¢f equity finoncing and to other factors,
it concludes that an over-all rate of roturn of 6.1%, an amount slightly
higher than its calculated costs, 1s necessary to maintain its credit.
It states that to realize such an over-pll return it should ecarn not

less than 6.0% in its Electric Department and 6.5% in its Gas Department.
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The City of Sun Francisco disagreed with Pacific's rate of
resurn contentions. In o memorandum dated March 21, 1949, filed in
objeetion to Pacific's request for an interim rate increase, the civy
estimated the weighted cost of capitol at 5.09%, including in its cal-
culation depreciction rescrves and equity capital based on common stock

arnings of $2.50 a share and, 2s a result of its studies, it concluded
that at that time Pacific was entitled to an increase in gross reveénues
of approximately $2 millicn annually. The city ¢id not file a further
bricf following the submission of the procceding.

The City of Ookland in its opening brief, developed the cost:
of capinal represconted by outstanding securities and surplus gs of
Decemder 31, 1948, at 5.11%, und it argued that a rate of that amount
would be sufficicnt to pay the £ull cost of capital, including bond
interest, preferred dividends, and zn €% return on common stock equity,
including tae earned surplus. It asserss that a return of 5.11% applied
to capital less reserves based upon 1949 operations, average tempera-
turcs and oil at $1.85, or upon Pacific's estimate with oil ot §1.70,
would yield rates of roturn of 5.87% and 5.22%, respectively. It
coneluded that with oil «t $1.70 per barrcl, Pacific would cnjoy a
return of 5.82%, which would meet oll its operating and fiﬁancial costs.

W. D. MacKay and L. H. Stewart statc in thelr bricf that ¢
maximum ratc ¢f return of 54% should be allowed. California Manu-
focturers Association stated that Poeific's revenues should be inereascd
$2,600,000 to produce = 6% return and $4,400,000 to produce a 63%
return.

A review of the rcecord shows that Pacific is c¢ngaged in a
econstruction progrem calling for expenditures during 1949, 1950 and
1951, for 2ll departments, 6f from 350 million to 400 millicn; thet
since the close of 1948 it has issued additional bonds,.preferred stock
cnd common stock to meet in part its construction program, and that with
such issues its debt has risen to approximately 57% of its capital |
structufe.

- 17 -
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It is ciear that Pacific ig faced with the problem of reduc-
ing its debt ratioc and of obtaining additional sums in substantial
amounts from the issue of stock rather than bonds. In our opinion, it
15 in the public interest that carnings, so far as possible, be main-
tained at a level enabling the utility to service not only the outstand-
ing securities but also those necessary to finance a reasonable expansion

program. Giving full consideration to the record hercin, we find that

a rate of return of 5.9% on the Cas Demartment rate base should e

allowed.
From the results heretoforc shown for 1949 it is clear that

present rates must ve increased.

SVIDINCE Ol RuTE PROPOSALS

We now turn to another important aspect of the proceeding,
the spread of rates. In the foregoing discussion the Commission has
determined Pacific's sotal income requirement upon the sole basis of
the cost of rendering the entirce service. The portion of total cost
which is to bo supplicd by cach customer class will depend upon the
relative lovels of the class rates adopted. Considerable interest was
manifosted by the intervenors in this procceding relating to such
sproad of raves.

The problems proscntod are not new. The Commission, when de-
termining & reasonable rate for a particular class of service, frequently

has incdicated that no single formula or proc¢ess has yot boon devised by

which it might rcach an objcetive result. Studics made of relative
costes of sorvice by classes are valuable guides, as ;ro studics of the
relative worth to the consumer of an altermate service, but considera-
tion must also be given to the veluue, rcgularit?, and other charactor-
istics of customer uscs with the object of permitting the utility to

opcrate its plant facilitics at maximum efficiency and thus

- 18 -




R=29777
AZ

insure the lowest reasonable rates to its customers as a whole.. In
addition, consideration must be given to the historical development of
the cxisting rate structure and the impact of rate changes upon particu-
lor service arens wnd customer classes.

Pucific proposed o set of revised rate schedules which it
continded would substantially improve the form of its present rates and
a% the same time raise additional revenue sufficient to provide it a
fair return. The propesed schedules would have increased revenues,
$9,589,00C ennually, of which $7,457,000 would have come from general.

service custemers and $2,090,000 from curtailable service customers, .
with only minor changes in other classcs of revenue.
Pacific enumerated a number of improvements in the form of

the proposed tarifls over the existing tariffs. Tt believed the six

rat¢ zones for general servico astablished by the Commission in 1942

and roaffirmed in 1946 should be continued, and that cortain deviations
from the rate zone plan then permitted should be eliminated. This
proposal particularly affected customers in the Bakersfield area.
Pacific not enly proposed to retain the use of a price adjustment clause
in its tariffs which would purmit automatic changes in gas rates té be
nade when changes occurred in the quoted market price or "posted™ price
of fuel oil, but it also suggested application of this "escalation™ to
& greater volume of the notural gos consumption than provided for by
present tariff schedules.. The upward movement of present rates by

' escalation is now limited or "stoppered" by the level of the
nonescalated rates. Pacific proposed to separate the several rate
levels to reestablish what it believed to be proper differentials.. It
proposed, however, to permit the rates to escalete only when oil priccs
were above 2 "fleor' of §2 per barrel.. The introduction of the flbor
of $2 in the fuel escalator clzuse os well as the use of any such
escalotor clause was crivicized by represcntatives of the industrial

customers cnd by the federal government.
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Pacific also proposed to withdraw special contract rates
departing from filed tariffs, which are now apnlicable to several mili-
tary establishments and to two large industrial custoners, suggesting
that these customers be served on the applicable filed tariffs. A
special contract with the City of Palo Alto would be continued at a
higher rate. Pacific suggested a modification in the formulas now
included in the present rates under which changes are made to reflect
¢ifferences in the heating value of gas served in various areas.
sals contemplated the withdrawal of the commer;
ial duilding heating rates which, as was pointed out, the Commissibnvin
1946 considercd teo low. Paeific likewise seeks permission to with-
draw the closed surplus or "GS" schodules, under which gas is sold to
industrial customers on a noncontinuous basis. These schedules, which
were closed carly in the war to new customers or heavier consumntlons,
are at a lovel substantially below the 1nturrupt1ble or "GI" Schedules.
The level of rates established for any particulsr class of
service cannot bte determired without full consideration of the rate
level fixed for cach of the other clusses of scrviece. The record in
this proceeding is replete with evidence relating particularly to the
claimed rate differentials that should be cstablished between sales of
gas on a curtaileble service basis and those on a firm delivery basis.
There ds incorporatéd in this record by reference the entire record
made in an earlicr proceeding instituted upon the Commxss;on's own
motion, &t thc suggestion of the California Manufacturers Assoczatlon
for the purpose of inquiring into the proper level of charges for large

industrial gas sales on & curtailable basis. Much of the evidence

before us relates ©o the purpose and design of the fuel oil price ad-

justment provisions which are now contained in such curtailsghle

Sexvice schedules and to some portions of the firm scrvice schedules.

There is some suggesvion in the record that all of such automatic rate

- adjustment provisions be eliminated.:
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The record in this proceeding compels the conclusion that an
appropriate Iuel oil adjustment provision should be preserved in rate
schedules apolicable so interruptible gas service: The level Qf the
rate for interruptitle service is dictated almost wholly by competitive
fuel 01l zosts and other fuactors which control.the volume and timing
of the customer's use of gas. Conéequehtly, the revenue received by
tne usility from that class of service does not provide the same degree
of stability of net income thst should reasonzbly be expected from its
gas service as a whole. Rates for other large gas uses on a firm basis
are influenced by comeetitive facters to a lesser extent and nust be
fixed at a somewhat higher level than those applicadle to interrﬁptible
service. The general service rate schedules cover a class of sales
which, in total number of customers, total volume of use, total revenus
produced, togevher with the sustained demand and essentisl nced for
gas service, clearly differentiates this from other classes of yas
service. Therefore, the level of rates established for gencral service
zS a whole must b2 such that the utilizy will be assured its over-all
net revenue requirements after allowance is made for revenue reasonably
expected from othcr service classifications. -Heating value and rate
zoné differentiale must be incorporatcd in theose sSchedules wherc such
provisions are aprropriate.

In now considering the cvidence with respect to the fixing

of rates Ior cach cliass of gas service in order to provide Pacific with
A

inercosed revenue, it 13 necessary {first to consider the operation of
the fuel oil adjustment provisions and extent of thedr application.
Thereafter, consideration will be given to the interruptible and other
large use service schedules, and then to the rate scjustments necessary

y

in the general service schedules.

\




Fuel 0il Price Adjustment Provisicns

Prescat rates for consumptions in excess of 20,000 cubic feet
per month on all schedules, except agricultural power schedules, are
subject to es calatxon. Surplus, commercial building heating, and some
special schecdules also provide rate escalation for the first 20 OOO
cubic feet per month. The upward escalation is limited by the level of
nonescalated rates and the downward escalation is limited by floors at

or slightly below the base oil price.

The rates as proposed by Pacific contain a clause so worded.

that some or all of the rates on each schedule increase or decrease
with inereases or decreases in the posted price of oil above $2 per
barrel, the effect of which would prevent downward escalation with
changes in oil prices below $2 per barwel. This differs from the
present tariff provisions which are limited by various oil prices
slightly below $1 per barrel. As the price of oil declined during the
course of this proceeding, estimates of the revenues produced by the
proposed rates at floors below $2 were introduced. Pacific contends
that use of an appropriate price floor is not only reasonable but
nccessafy to prevent zas being sold to customers at rates below out~of-
pocket costs. While urging that primary consideration ve given the $2
floor, it offered no objection to a floor as low as $1.75, provided
the amount of total revenue sought is left undisturbed.

Pacific justifies the proposed $2 floor which would result in
a minimum interruptible rate of about 31.5 cents per Mcf, on the basis
that, historically, curtailadble gas has been sold from six cenvs to
nine cents above the cost.of purchased gas, and that the estimated
futurc cost of out-of-state gas is between 24 cents and 25 cents per
Mcf.. Although Texas gas will not be available until 1951, Pacific
justifies the use of sueh a rate floor in the 1nter1n on the theory
that it represents the value of the service,-as mnasured by cost to

the customer of providing the same service with an alternate fuel.
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The California Manufacturers Association objects to the 2
floor and rcomoval of the ceilings. The United States is opposed to the
use of a fuel oil cscalator clause, it claiming that the establishment of
ratcs baced upon the varizble price of fuel oil is not proper rate regu-
laticn. W. D. MacKay and L. H. Stewart, representing several commercizl

ant industrial customers, argue that the Commission should terminate

the use of a fuel oil price adjustment provision or, if it is rc=-
vained, it should remeve all "ceilings" and "floors™ and extend escala-
tion to a greater mount of the consumption under 20 Mcf per month.

The Commission,'in its decisions over many years, has pro-
scribed gas scrvice tariffs containing.provisions providing for the
autom:tic change of Zas rates to reflect changes in the price of fuel
oil. It has stated two purposcs for which such clauses can be used.

In an early proceedingZ/in which it aprpesred necessary to gear rates to
fluctuations in operating costs, the Commission said:
m,.owe deem it desirable to fix & rate that will be
flexible in so far as it is affected by changes in the
price of oil, and which will thereby render unnecessary
repeated proceedings for adjustments in the rate.”

Another purpose to which fuel price adjustments have been put
is to maintain gas prices at levels competitive with othe fuels to
promove slack scason use and, in the carly days of natural gas service,

O prevent actual gas wastage. This use of a fuel oil adjustment provi-

sion was before the Commission in 1936 in Cases Nos. 4138, 4149, glso,

ane 4151. The Commission's decision in those procecdings recognized” that:

"To a large extent and certainly as to the lower
bracket schedulus surplus industrial gas retes have de=
veloped under competitive conditions. The lower bracket
rates are very clearly competition-forced rates.™

Moo W

"A properly constructed fuel oil clause wheredy rates
autematically ge up or down with the price of fuel oil
is, under the circumstances here shown, justifioble.”

%/Applicacion No. 3300, Decision No. 5440 (15CRC 776) dated May 28, 1918.
Decision Ne. 29287 daved November 23, 1936. |
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The Commission is still of the opinion that an escalator
clause geared to the price level of competitive fueis, when properly
applied, is not only préctical but is necessary. It is an appropriate
mechanism to stimulate interruptible use and improve system load facter.
The relative levels of competitive prices are of major consequence in
determining the volume of interruptible sales. Economies resulting
from such improved load factors react to the benefit of all customers.

The Commission believes it desirable, in retaining the escala-
tor principle, that somc changes be made in the form and applicability
of the existing oil adjustment provision. An-equitable formula should
change gas rates as oil prices fluctuate zhove or below some convenient
base within the probable future range of oil prices. For this proceed-
ing such an oil price is considered to be a posted price of $1.50 per |
barrel. As oil prices cdepart from that base, it §eems appropriate to
reflect the gas-oil heating value ratio of six to one in the gas rates
for a reasonable range of fluctuation which in this case is considered
©0 be 30 cents above and below $;.5Q. It is likewise considered neces-
sary vo lessen the effect of oil price changes on gas revenues as gas'
rates approach the lower limit of the increment cost.of‘service or
before they impinge upon the higher firm industrial rates, and tﬁat
this ratio should be twelve to one. The Commission believes that these
limiting gac rates should correspond to posted oil prices of $1 and $2

_per barrel, respectively.

Heretofore,the posted oil price for which changes in gas

razes would be made were those of Standard 0il Company f.b.b. its
Richmond Refinery. There have been instances where chahgés-made by
major oil companies have occurrced on different dates and in some
cases in different amounts. If gas rates are to be maintained fully
competitive with oil prices, it secems necessary to base escalatien on

the lowest of the prices posted by any of the major oil companies.
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Some confusion in application of esczlator clause provisions followed
the introduction in 1948 of two gradecs of fuel oil, both of which were
encompassed by the description theretoforce applicable to & single
grade. The fuel oil pricc to be used in the escalator claxuse herelin
cdopted will be the heaviest grade éommercially adaptable to the uses
for which the utility's customers use gas when availadble. At present
that grade ic commonly referrcd to as Bunker Fuel Oil.

The Commission concludes that the fuel oil clause adopted
herein should be incorporated only in the tariffs for interruptdble
natural gas service, although Pacific proposed retention of such a
clause in tariffs for all classcs of service. A customer who selects
continucus service places upon the utilicy an obligation to provide
the service to the exvent of its ability to do so at whatever 70sts it
may incur. .Consequently, rates must be ostoblished ot a level suffi-

ciently high to provide a reesonable margin of safety te the urility

fluctuations in the cost of ges whien it purchases or other

operating costs.

Interruptible Natural Gas Service

Facific proposes a single set of interruptible service rate
schedules applicable to all customers who have equipment and Ifuel
available to supply their own needs during periods of interruption.
With this proposal the Commission is in accord. Pacific suggests four:
zones or rate levels, designed tc reflect the competitive.delivered
fuel oil costs in the respective areas. The Commission cannot agree
with Pacific's proposed zoning of interruptible and firm industrial
rates. Because of the multiplicity of sources and variations in cost
of gas purchased, it must be assumed that the unit cost of production
and transmission is the same at all points of delivery from the trans-
mission system except in the Eureka area. It therefore seems proper

to establish uniform system-wide industrial rates.
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The California Manufacturers Association concluded on the
basis of evidence presented by its witness that an average rate of 21
cents in 1949 for surplus service would be fully compensatory as con-
trasted to the estimated 27.9 cents under present rates at $1.70 oil

nd 31.5 ccnts proposed under the $2 floor.

The Commission believes that single system-wide series of
block type base rates applicabdble in all territory except the Humboldt
Division should be ecstablished. The rates adopted for gas havirg a
heating value of 1100 Btu per cubic foot when the poéted price is
$1.50 per barrel range from an initial block of 1,000 Mef at 27.9 cents
per Mef to a terminal rate for consumptions over 10,000 Mef of 24 cents
pér Mef. These base rates will be subject to change with changes in
the postod price of fuel oil pursuant to the fuel escalator clause
heretofore discussed, and changes in base rates will also reflect dif-
ferences in heating value of gas served in accordance with a heating
value adjustment clausc. Such a schedule is designed to maintain gas
rates at a level as high as comperitive costs of other fuels warrant
but low enough to induce & large number of induswtrial customers to take
£as service on an interruptible basis. Sinee present surplus rates
are somewhat below the level of the present interruptible rates and
slightly below the level of the new interruptible rate, customers on
the present surplus schedules, in general, wil;'receive‘only minor
increases while thosc on interruptible schedules will receive some
reductions. The over-all effect on revenues of the changes resulting
from the new rates is swmmarized in a later section.

The prescribed interruptible rate schedule will apply in the

Bakersfield area. A few customers now receivinﬁ surplus ﬁﬁinUﬁ‘in

that area under a closed schedule will pay more under the now rate.

Many other customers who do not have service available under the inter-
ruptible rates will become eligible for service av a lower charge.
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Gencral Service Rates

o/

In accordance with a plan adopted in Decision No. 360827 to
establish average base rates uniformly applicable throughout arcas of
sudstantially egual service characteristics, present general service
schedules are set up to cover six zones. Since the zverage heating
value ol the gas served may vary within individual zones because of
the sources {rom waich gas supplics are obtained, rate differentials
arc established on subzone schecules to reflect inerement diffcerences.
of 50 Btu per cubic foot in heating value.

Pucific proposes to reduce the nurber of blocks and to make
substantial increases in the block rates of all gencral service sched-
ulees. It is also vroposed to eliminate subzone rases applicable to
Bakersfield, Biggs, Willows and certain unincorporatcd arcas ané to
DUt customers in thosec wreas on the basic zone rate appliczble to ozher
areas in the szme zone. Escalation without stoppers for consumptions
in excess of 20 Mcf per month would be retained but only for oil prices
above $2 per barrel.

The City of Bakersfield opposes Pacific's plan to include
Bakersfield in the same zone as Fresno and a number of other areas.

The California Manufacturers fAssociation believes that the
presently effective general service rates are too ldw with respect to
the initial charge in view of Pacific's estimate that about $l6 per
customer per year was the cost incurred wnether any gas is served or
not. The cost is contrasted with the initial charge of the present
aohedules which varies from 65 cents to %1.05 per month. The Association -
estimates thet, il the initiacl charge werevincreased e¢nough to cover
such costs, incdustrial rates could be reduced $4,700,000 and still

permit Pacific a2 6% return over-all.

Da%ed December 29, 1942 inCuses Nos. 4621 and 4622 (LL CRC 583)
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The: Commission belicves that the use cf rate zones as & means
of establishing arcc differenticls within certain scrvice clossifica-
tions is proper and equitable. The zone classifications adopted in
1942 and considered proper in 1946 will be retained. Pacific's proposal
to climinate the Bakersfield subzone would have resulted, os the city
pointed out, in sharp increases ranging from 7% to 63% above present
rates. The system rate increases herein found necessary, bveing nuch
less than those propesed by Pacifie, pefmic the establishment of zone
rates which if uniformly applied to Bakersfield along with other Zone 3
arcas would not result in unduc increases. Although the Bakersfield
revenues will inercase by a grester percentage, the incrcase in billing
for average consumption in that urez will be no greater than in other
Zone 3 areas served gas having similer heating value. The Commission
believes that the uniform application of zone rates is desirable and
that such increases as are neecessary to bring Bokersficld rates to the
Zone 3 level are justified.

The general gervice rates hereinafter adopted are predicated
primarily on the existing rate structure with some modifications in
blocking. The Commission is of the opinion that the present zone dif-
fereatials cdo not édequately reflect the higher cost of serving the
less densely populated arcas. Accordingly, the differentials between
Zone 6 and Zone 1 have been increased, with appropriate adjustments in
other zones. The levels of all zone rates are then moved up enough to
yield the total increased revenue requirement. The amount and per cent
of the resulting increases are hereinafter set forth.

Firm Industrial Gas Serwvice

Service to firm industrial customers, where available under
present schedules, reflects a uniform level of base rates throughout
the natural gas system. No such schedules are applicable in the
Bakersfield area and the Humboldt Division. The effective rates are ad-

Justed to reflect changes in heating value and above 20 Mef per month to
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refliect changes in fuel oil prices. Pacific's proposed tariffs would
introduce four zone raves and would extend escalation vo all consump-
tions, Heating value differentials would be retained with minor
modifications
Zone differentials heretofore discussed in connection with
vhe general service reses reflect primarily the differences in customer
costs anc to a lesser degree the differences in distribution costs.

For the reazsons incdicated in the discussion heretofdre covering
interruptible natural gas service, the rate established herein will not
ncorporate zone cdifferentials. Néither will it include a fuel price

adjustménz clause for the reasons zlreacy ciscussed. So long as the

rate provides changes to reflect neasing value variations, block sizes

by

and rates compatible with service volumes used in firm lndhsurlal
service, minimum charges which will p“operly cowpcnsatc for hlgh dcmands
and low load factors, and safeguards against uncconomic extension of the
utility plant, both thie customer and utility interests will be protected.
The rates adootedh&ve such acdvantages and their application wnll result

in “el&ClVLl} minor changes in firm industrial revenues.

gas snrine Agricultural Power Service

Natural gas service for agricultural power producad by gas

engines i3 available throughout the system at rates which do not fluc-
tuate with the posted price of fuei oil bus which refiect heaﬁiﬁg value
levels of 950-1050 an¢ 1050- IASO Btu per cubie foot, axcept that 2
speczal lower rate is ava*lablu in the oakursfluld area. In its appli-
cavion Paciflic proposed to cstablish a single system=-wide rate, retaln—
ing a heating value adjustment provision and intreducing a fuel price
adjustment clause. The vroposed rates would result in substantial
inereases and for average load factors would be about 25% zbove thé

pr\.SCHC rau\- 'Y
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As substantially all of the natural gas used for agricul-
tural power service is consumed in pumping water, and since pumping
demands do not in the aggregate coincide with peak gas system demands, .
the agricultural power load has favorable characteristics from a system
operation standpoint. On the other hand, service is rendered to such
customers on substantially a continuous or firm basis s¢ that some such
loads may coincide with system peaks. . The alternative source of power
for such customers is prineipally through the usc of electric motors.
In selecting a moderate increase in the fixed base rate level to
produce a moderate increase for this class of service, without fuel
0il price escalation, consideration has been pgiven to the comparable
level of both firm and interruptible industrial gas rates as well as to
the cost of equivalent service under prevailing elcetric rate schedules.

Svecial Contracts

Pacific furnishes nasural gas service under special contracts
which contain rates and conditions differing from filed tariff provi-
sions to the City of Palo Alto for distribution and resale by the ¢ity,
to the federal government at nine of the large military installations,

and to two large indusnrias..

Tne contract with the City of Palo Alto, dated March 27, 1946,

for service teo and including February 21, 1951, and from year to year
tacreafner until tcrminate%oby six months' written notice, was auther-
ized by Decision No. 390%%. Pacific proposed to increase the rate

to Palo Alto from 24.6 ccnts to 31.7 cents per Mcf. . Its testimony in
support of thc rroposed increase indicates that its witness believed
that Palo Alto should »ay the equivalent of the firm industrial rate,
which under the proposcd tariffs would have been about 36.3. cents per
Mef, Palo Alto did not take issue with Pacific over its propesal. For
the most part the Falo Alto load has characteristics much like the
general service class of customer. . The Commission believes that the

L0/
Dated June 18, 1946 in Application No. 27538.
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city is entitled to as low a rate as will pretect Pacific's other
customers {rom paying any of the costs properly assessable to furnish
service to Palo Alto. In view of the evidence herein, and the rateé
being established for other classes of service, the Commission believes
that the rate lor service to.the City of Pale Altb should be incrgase&
from 24.6 cents to 28.5 cents per Mef. . |

The federal government, in behalf of its departments of Army,
Navy, and Air Force,took an active part in tihe entire proceeding. Thé
United States has many installations in northern California to which
Pacifice furnishes natural gas service. The gZovernment contends that
special rate treatment should be accorded 24 military establishmenﬁs,
including the nine locations presently served under special contracts,
primarily because the zovernment owns, operates and maintains the
distribution system within such cstablishments and consequently does
not receilve the same full service supplied to other customers. Ipl
concedes, however, that service to all other government installations
can be rendered under one or more of the existing or proposed [il¢d
tariff classifications.

The government introduced factual evidence of the magnitude
of the scrvico supplied the 24 military establishments, as well as the
physical location and pipe-line facilities used. It likewise presented

vestimony regarding the cost of supplying gas. In 1548 this group of

customers received 7,634,913,000 cubic feet of available zas for which

the government paid $2,706,248.

The government introduced & stﬁdy, based upon 1948 operations,
of the allocated cost of gas service from Pacific's transmission system.
It enumerates a number of factors which it claims set the 24 military
installations apart as a separatc class of customer. These factors
include: the higher average use; deliveries at high pressure frbm
transmission mains or short tans conncetod thereto, with a conseqﬁent
reduction in service imposed on Pacific’'s distribuﬁion network;
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avoidance of costs and losses associated with distribution facilities
owned, operated, and maintained by the government; and reduced biliing
and collecting expense because of consolidastion of large scale déiiver—
ies. It compafes service to the military establishments to that
supplied to the City of Palo Alto, which has lower rates available
under spocial contract. As a result of its study, the government con-
cluded that service to the 24 military instellations cost an average of
20 cents per ¥ef for 194L8.

While the government presentation hes been of material aééis-
tance in the proceeding, wn are not versunded that the speéific rate
proposed as a result of its cost studies is realistic. The Commission
believeé that all of these servicec should proporly be billed at the
rates proscribed in the filed rate schedules. Where firm industrial or
interruptible gas service is rcceived, the firm or intorruptible rates
fixed herein arc decmed appropriate, including the service to the San
francisco Naval Shipyard. However, a new lower rate block is estabe
lisned in the general service schodules to give appropriate fecogﬁition
to the type of service accorded. In placing the nine special rate
contract scrvices on the rates authorized herein, the resulting ihcrease
to cight of them will be somewhat in exceoss of the averase general
service rate increasc, while the San Franciseco Naval Shipyard will reo-
celve sore decrease in enaual billing for its interruptidble service.

The two industrial customers served interruptible gas under
special contracts should likewise be charged at the rates set fofth in
the filed tariff schedules with resultant minor adjustments in charges.

Heating Value Adjustments

The present schedules contain provisions which adjust effec~
tive rates for differences in the heating volue of the gas served.
These adjustments reflect increments of 50 Btu per cubic . foot. The
amount of the rate change is related to the cémmodity cost of gas and

the level of the ¢lass rate. The faetor is L% for each 50 Btu change in
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nost of the general se rvice schedulcs, 2% in certain commercial build-
ing he; ting rates,and 4%, 3%, or 2% in the interruptible tariffs.
Pacific proposcd that a uniform clause be used for all schedules. The
sugpested adjustment was 3% for each 50 Btu change between 1100 ond

OC Btu per cubic foot and 2% for cach 50 Btu below 900 Btu. ‘e prefer
to retain the present form of clause but will specify changes in the

factors used. In the gencral service schedules adonted the factor will

be 3%, and 2% in 2ll other natural gas schedules.

Curtailment Priorities

Custoner priority and curtailment proccdures as applied to
interrupsible customers were a matter of concidorable concern. Pacifiic's
testimony indicated thet, at prasent, customers ore grouped into
tlocks of demand of varying sizes and that cstimnted systom demand
deficiencics are met by discontinuing service to customers in the
requisite nurbor of blocks. As far as procticable the extent of cur-
sailment is esualized between the blocks. Such a vrocedure in coffect
mives euxch customiy proportionately the same amount of service whether
he be larege or small.

Parific's schedules presently accord superior priority to
‘ts own plants. A% the hearings, however, it enunciated a policy of
subordinating its own use to service to interruptible custeomers except

cssity prevents.  The Commission concurs with this
p:oposed volicy with respoct to steam-eloctric plont use priority.

Compnny Plant Gas dsage

Industrial customers ouestioned the sufficiency of the price
at which Pacific accounted for consumption of gas in its own Stcam-
glectric generatine plants. Comparisons were mede by the partics
between the charactoristics of such service and that rendered to large
industrial customers on an interruptible basis ard to the large mili-

tary installations. Attempts were made to show that the costs
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developed by Pacific as olements of the charge to its own plants were
appropriate for application to the other customers. Ve cannot agree
weh a conelusion is justificd. Howoever, we are confronted with
ceessity of determining a reasonable interdepartmentel charge
inasmuch as suck rovenues must be reflected in the Gas Department's
ition. '

To record shows that Pacific's own plants provide a more
desirable type of interruptible load than do other industrial customers
beeause, by the close control of plant opoerations by the gas and clec-
tric system dispatchers, fucl substitutions can be made in Pacific's
an plants morc rapidly than in custom.r plants. Its plants alse
provide an outlot for gas at times when other customers! demands are
at a minimun.. In nddition, industrial customers will cnjoy a priority
ov.r company plant use under the schedules adopted. The Commission
concludes that 2 reasonable interdepartmental charge for gas used in
each of Pacific's own plants chould give full rccognition to the
factors just mentioncd and, upon the evidence defore us, we find that
chargpes for company plant usce computed in accordance with the applicable
interruptible rates reduced by a factor of.ZO% are reasonable with a

fmum rato cqual to the cost of gas including dircet transportation

charges. ‘here operating necessity at company steam-clectric and

S steam heat plants roguires use of gas on a firm scerviece basis, the

filed tariff ratcs applicable to that type of service less 104 are
found to be 2 reasoncble interdepartmental charge. The offeet of
these conclusions is to incrcase the interdepartmental revenues of the
Cas Department.

Conclusion
tached to the order horedin contain what tie
just and rcasonable rates for all classecs of

In so far as the present schedules and rates
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deprrt therafrom, they are found to be unjust »nd unreasonable. In
c¢ancelling the prescmt tariff schedules, it should be noted that no
sehedulces are provided in the new tariffs for commerceial building
~ing ~ng surplus naturcl gas service. Customors now scervad on those
tariffs are £0 be served under approprinte rates on the general service
service toriffs, respecetively. With the cancellation
& service tariffs, the rule closing those tariffls to now
¢ withdrawn.
dules herein prescribed reauvire Pacific to file
its rovised inte ble sorvice rates upon cach change made in the
vostad wrice of fuel oil by the sime procedure now provided for in its
existing tariffs. Such rovisced schedules shnll he bnsad upen the full
serlation resulting from the oll vrice chanme waless application is
24z and pranted for a devintion therefrom, wWhether the revised sched-
ulc s result in incrcascd or decreased rates, the Commission may make
thrrcon of suspension and investigntion if good cause appears.
The following table shows the estimnted natural gas revenues
undor prosent ratcs and under the rates now suthorized, and in ench
instance the pricc of oil is assumed to be $1.70 por barrel for the
¢stimated aversrgo VJM 1940, Th? resulting incrcased revenues in

ameunt ard percemtase are shown for each of the mejor service classifi-

gations. '

: ARAVARUQ - Thous*nds of Dollares
Authorized .At ProsentsAt authorizod:Autnorized Increw
Service Classifiention ¢ Bntos : Raites +  Amount :Per Cent

General Scrvico wh? 166 %50,&6& 33,300
Firm Industrial 2,168 2,112 (bb)
Intorruptible l?,lLB 17 207 oL
Resale 2.7 286 39

Total Sales to Customers 68,754 70,059 3,317
Interdepartmental 3,582 4,261 579

Total Naturnl Gas Sales 70,336 7L.,330 3,996

L COP I 1 . ar—
(Red FIzurc)
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The over-all inerease vrovided is approximatcely 34,000,000

shown by the foregoing table for rates in cffect with oil at 51.70
ver barrel. As herctofore noted the nosted nricc of fucel oil declined
to 11.35 per barrel effective September 1, 1949. The coffect of that oil
price change 13 to reduce gross rovenues, cffcetive October 1, from
natural gas customers and interdepartmental charges shown in the above
table by approximatoly 44,450,000, thus rcducing the natural gas
revenues from 370,326,000 to £65,886,000. The effect of the ratces
Acrein presceribed, whon relatced to the newly filed tariffs based on
0il at $1.35, will still yicld added revenues of 54,000,000 a year for
whe Gas Department, 2lthough the resultant increasc above present rates
with fuel oil at 31.35 por barrel will be somewhat different, being
larger in the firm sales classificntion and less in the interdenart-
meatal charges., he reduction in gross revenue resulting from the oil
price change to 31.35 per barrcl will not meterinlly change Facific's
net revenue becausn, o5 thoe record indicates, its costs of purchoasced
r2s will declinc adout 54,211,000. Such varictions are inherent in
the operation of the fuel oil escalator clause and arc contcmplated in
the rotes sct forth.

The reasonableoness of Pacific's neot carnings at the ratcs
hore authorized must be tested against a rate boase considerably in
excess of that hercinabove adopted for the y.ar 1949, for the record
shows that by the cnd of this year its plant capital will inecreasc by
at least 420,000,000 without corresnonding rcvenue growth, and that
further large plont additions of the same nature will be made in 1950,
Pacific's net cornings under the prescribed rotos will yield not less

the 5.9% rate of rceturn herecin found to be justified, uvon a rate
augmented for such plant additions only to thewwent of 20,140,000,
Refeor.nce should here be made to certain »ending complaint
'proccedings raising issucs identical with those raised in the instant

application and here decided, namely: Case No. 4937, an investigation
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by the Commission into the operation of the fuel oil clauses in
Prcific's gas schedules; and Case No. 4995, the complaint of California
Manufocturcrs Association concerning Pacific's gas rates for industrial

service. Those matters may now be dismissed.

Facific Gas and Elcctric Company having applicd %o this'
Cormission for on order authorizing certain incrcascs in rates and
charges, public hearings having been held, the matter having been
submitted for cecision upon the filing of rcply driefs and the Commissioq
being fully advised in the premises, | |

IT L2 HERZBY FOUND A5 A FACT that the increasces in ratces and
churges authorized hercin arce justified; therefory,

IT 1S HEREBY ORDERED as follows:

1. Applicant is cuthorized and dirceted to Sile the schedule
of ratus shown in &thibit A attached hercto on or after
the effcetive date hercof and, not less than five (5)
days thercafter, to malke soid rates offcetive for serviee
rendered durdng billing periods cnding on and after November 28,
1949; snid filing to be by advice lotter, in quadruplicate,
and in conformity with the Commission's General Ordor No. 6.

Aprlicant is cuthorized and dirceted to cancel, concurrently
ov snid odvice letter, its presently offective tariff sheets
appaieable to Commercial Building Heating Service and Surplus
Netural Gas Service, togothur with its Emergency Rule ond
Regulation A=k,
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3. Applicant is authorized and dirccted to apply and charge
the rates provided in the schedules set forth in Lxhibit A
attached hereto, in accordance with the first ordering
paragraph above, for scrvice rendered to any customer
receoiving gas service under a speeial rate contract, other
than with the City of Palo Alto, and under its special
contract with the City of Palo Alto shall charge the rate
of 28% cents per Mef for all gas supplicd,

The effcctive date of this order shall be twenty (20) days

after the date hercof. _
Dated at San Francisco, California, this ___ 44 “~ day

of _ Wilaher _, 1549,

3 baguver

‘71/ Commissioners.
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LIST OF WITNESSES

Evidence was presented cn behalf of applicant by E. J.
Beckett (finances and capital structure, working cash, fair rate of
return), J. S. Moulton (economic outlook, rate of return, policies of
operation), Rudolph Jenny (scope of operations, rates), G. M. Thomas
(cost of properties plus working capital, operating expenses,\deprecia-
tion annuity, taxes other than income, rate of return), E. J. Lage
(material prices and wages), L. N. Knapp (materials und supplies),
Jchn W. Ellis (custeomers, sales and revenues, temperaturce adjustment),
Philip E. Beckman and Noel H. Neel (¢ost of gas), E. W, Hodges (adminis-
trative and general expenses, uncollectibles, trend of earnings), R. S.
Fuller (maintenance expenses), X. C. Christensen (income taxes), L. A.
.Reynoldg (cost of money), Richzrd T. Peterson {(gas zvailability, cur-
tailment procedure), J. F. Brennan (statistical analysis).
Evidence was presented by Oliver O. Rands, Lewis A, Todd and
DeWolfe H. Miller (rates and service areas of military installations),
and Clarcence A. Winder (cost of service), on behalf of the United States
CGovernment; by EZdwin Fleischmonn for California Manufacturers Association
(rate changes, cost of service); and by William D. MacKay for other
vertics (gas reserves).
Bvidence was presented on behalf of the Commission's staff by
Lloyd E. Cocper (operating cxpenscs, depreciation annuity), Charles W.
Mors (rate of return, working cash), Chesley G. Ferguson and Joseph
Waithman (rate base), C. V. Shawler (financial statements, reserves for.
depreciztion and amortizotion), H. R. Rouss (revenues, sales, customers,
cest of gas), John J. Doran, Jr. (administrotive and general expenses);
Donald C. Neill (taxes), G. B. Weck (depreciation reserve), and Fronk F.

Watters (temperature adjustment).




Schadule Yo, G-1

CINER~L NATURAL GAS SERVICE

AFPLICABILITY

Appliceble for metural gns sexvice to domestic, commercisl, industrial or other
cugtomexrs for gos used for cooking, water heating, spsce hentlng and all other
purposes ot the option of the cuatomer.

TTRRITORY
£-(2100 Btu)

Within the incorporated ¢ity limits of San Franclsco and Daly City; »nleo, the
built-up unincorpornted nrens of Bayshore (3) and Dely City Suburbsn (S7) ae-more
fully deacrided under the reference numbers in Description of Special Rote Arens.

RATES
Per Customer Per Month
Compmodit—~ Chorge Bage Rates ‘Effective Ratec
A

1100 Btu 1100 Btu

First 200 cu.ft, or less:

Incorporated territory $0. $0.65

Unincorporated torritoryeseenss.. $0.75 - $0.75
Next 2,300 cu.ft., per 100 cu.ft 3.934 .3.934
Next 17,500 cu.ft., per 100 cu.ft....... ceee.  3.82¢ 3.82¢
Next - 80,000 cu.ft., per 100 cu.ffuvucvvucnsss 3.75¢ . 5.75¢
Next 4,900,000 cu.ft., Der 100 CUafber.vesrseeas  3.70¢ 3.70¢
Over 5,000,000 cu.ft., pexr 100 cU.fuviecnresess  3.60¢ 3.60¢

The above effective rotes sre bnged on the average monthly heating volue per
eubic foot indicated and ns sct forth in Rule and Regulation No. 2(C).

Minimum Charece

The miaimum charge specificd below correceponding to the maximum consumption in
any b1lling month of the full yeer ending the preceding Junc 30th.

Minimum Chnrge
Maximunm Billine Month Consumption Per Customer Per Month

400,000 cu.ft, OF 1e8Bicsssesssarsecaseesss The cormodity charge for the
firet 200 cu.ft. or less

Over 400,000 cu.ft, to 800,000 cu.ftuuaeoas $40.00

OVC‘!' 800’000 cuuﬁ.l..I‘-!.JI!.I-I...-.OO-I-‘-O ' $80.00

Whenever premises were not served for the full year ending the preceding
June 30th or whenever substantial changea (100% or greater for corresponding
monthe) mre made in the gas congumption, the compony may ¢stimete the maximum
d1lling month consumption.

EXHIBIT A
Page 1 of 24
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Sehecule No. G=2

GENErAL NATURAL GaS SERVICE
L

APPLICARILITY

soplicable for natural zas service to domestic, commercial, industrial or other
customers Lor zas used for cooking, water heating, space heating and all other pur-

poses at the option of the customer.
TERRITORY
‘B - (1050 Btu)
Within the incorporated city limits of Alameds, Albany, Berkeley, Emeryvilic,
Qakland, San Leandro and Piedmont; also, the built-up unincorporated area of

Kensington Park (18) as more fully described under the reference number in Descrip=
tion of Special Rate Areas.

¢ = (1000 Btu)

Within the incorporated city limits of Sacranento; also, the built=up wiincor-
porated area of Sacramento City Suburbon Worth Area (35) and Sacramento City Sub-
urban South Area (36) as more fully described under the reference numbers in -
Leseription of Special Rate Areas.

RATZS
‘ . Per Customer Per Nonth:
Commodity Charge Base Rates Effective nates.
. B c
1100 Btu 1050 Btu 1000 3tu

First 200 cu. ft. or less:

Incorporated territoryaiesescsscsavessses [ $0.7C $0.70

Unincorporated tOrTAtorTesssssssocsresses 208 $0.80° $0.80
Next. 2,300 cu. ft., per 100 euw. £t..." L.QO¢ - 3.8T¢
Next 17,500 eu. f£t., per 100 cu. ft... 3.88¢ - 3.76¢
Next 80,000 cu. £t., per 100 cu. ftu.. 3.60f 3.52¢
Next 4,500,000 cu. {t., per 100 cu. ft... 3.59¢ 3.48¢
Over 5,000,000 cu. ft., per 100 cu. ft... 3.60¢ 3.49¢ 3.38¢

The above effective rates are based on the average monthly heating valu-
per cubic fopt indicated and as set forth in Rule and Regulation No. 2%0). :

Minimam Charge

The mihimum charge specified below corresponding to the maximum consumption
in any billing month of the full year ending the preceding June J0th.- .

Minimum Charge
Maxdwum Billing Month Consurmption Per Custeomer Per Month

400,000 cUe £t. OF LE35 seveesscsaresceassean  The comuodity charge for the
‘ : ' ' first 200 cu. ft. or less.

Over 400,000 cu. ft. £o 800,000 cu. Chu.r..... 840.00
Over 200,000 e fheueenreseunensennensencnns 58000

(Continued)

EXHEIBIT A
Page 2 of 24




Schedule No, G=2

GENERAL NATURAL GAS SERVICE
{Cont irned)

RATES (Continued)

Minimum Charre (Continued)

Whenevey premises were not served for the full year ending the preceding
June 30th or whenever substantial changes (100% or greater for corresponding
momths) are made in the gas consumption, the company may estimate the maximum
billing month consumption.




Schedule No, G-3

GENERAL NATURAL GAS SERVICE

APPLICABILITY

Applicodle for natural gas sexvice to domestic, commercial, industrial or other
custozera for gao used for cooking, water heating, space henting, nnd nll otker
purposes ot the option of the customer.

TERRITORY

A=(1100 Btu)

Within the incorporated city limits of Atherton, Belmont, Burlingnme,
E1llsborough, Menlo Park, Millbrac, Redwood City, San Bruno, San Carlos, Snn Joge,
San Matco, nnd South Son Francloco; alsgo, the bullt-up unincorpornted nrens of
Atherton Suburbdan (2), East Snn Jose (13), lemite Park (21), North Palo Alto (31),
Redwood City Suburban Seuth Aren (33), San Jose Suburban Burbank-Sunol Aren (38),
and San Jase Suburban Lincoln Glen (40) ng more fully degerided under the reference
numbers in Description of Speclal Rote Arens.

B-(1050 Btu)

Within the incorpornted city limits of Bakersficld, El Cerrito, Fresno,
Haywnrd, Richmond nnd San Padle; the dbuilt-up unincerpornted arens 5f Cnlwo (1),
Fresno Suburban Northesat Aren (15), Freemo Suburban Northwest Area (16), Richmond
Amnex Addition (34), Son Lesndre-Hayward Suburdsn (41), Sen Padblo Suburben (u2),
and South Haywsrd Suburbon (46) so more fully described under the reference nunbors
in Description of Specinl Rate Areno; olso, nll unincorpornted territory oserved
from the Bakersfield distridution oystem, and the bnlance of the unincorpnrnted
territory, outside the Specinl Rate Arens, supplied from the Freano distributioag
aysten.

¢-(1000 Btu)

Within the incorparated city limits of Stockton and the duilt-up unincorporoted
nreas of Stockten Suburbsn Enst Aren (48), Stockten Suburban Nerthwest Aren (L9),
Steciton Suburben Seuth Aren (50) and Stockten Suburban Southwest Area (51) ng more
fully deseridad under the reforence nurbers in Description of Specinl Rete Arens.

RATES

Per Customer Per Month
Commodity Charge Beae Rates ET?ecEI;e Rotes c
A
1100 Btu 1100 Btu 1050 Btu 1000 Beu

Firast 200 cu.ft. or lesa:
Incorpornted torritery.. $0.75 $0.75 0.75 $0.75
, : Unincorpornted territory $0.85 $0.85 0.35 $0.85
Next 2,300 cu.ft., per 100 cu.ft.... L. L3 boL3¢ L.30¢4 4,163
Next 17,500 cu.ft., per 100 cu.ft... L.19¢ L.19¢ 4.06¢ %.04¢
Next 80,000 cu.ft., por 100 cu.ft... %.85¢ 3,854 3.73¢ 3.62¢
Next 4,900,000 cu.ft., per 100 cu.ft... 3.80¢ 3.80¢ %.69¢ 3.57¢
Over 5,000,000 cu.ft., por 100 cu.ft... 3.604  3.60¢ 3.40¢  3.384

The ehave effoctive ratea are based on the avernge monthly heating velue per
cublc faot indicated and aa get forth in Rule and Regulatinn No. 2(C).-

(continued)

EXHIBIT A
Page 4 of 24




Schedule No, G-3

GENERAL NATURAL GAS SERVICE
{continued)

RATES (continued)

Minimun Charge

The minimum charge specified below corresponding to the maximum consumption
in any billing month of the full year ending the preceding June 30tk.

Minimum Charge
Maximum Billine Month Conaumptlon Per Cugtomer Per Month

400,000 CU.Lt, OF 1€B0.cecareresessonscnnsnces  1DE comodiiy“chhigé"i‘bf the
first 200 cu.ft. or less

Over 400,000 cu.ft. to 800,000 cu.ft..eacensss $40.00

wer 800’000 culﬁ‘..l.l.‘.-;..c.--.ll-l'lll.' $80-O°

Whenever premises were not gerved for thc full yesr ending the preceding
June 30th or whenever substential changes (100% or greater for corrcspording
months) are mede in the gns consumption, the company may estimate the maximum
billing month consumption.

EXHEIBIT A
Page 5 of 24




Schedule No. G4

GENERAL NATURAL GAS SERVICE

APPLICARILITY

Applicable for natural gas service to domestic, commercial, industrial or
other customers for gas used for cooking, water heating, space heating, and all
other purposes at the option of the customer.

TERRITORY
A - (1100 Btuw)

Within the incorporated city limits of Carmel, Los Gates, Morterey,
lountain View, Pacific Grove, Salinas, Santa Clara, Sunnyvale and Tracy; also,
the built-up unincorporated arcas of Alisal (1), Carmel Suburban South Area (9),
fountain View Suburban (27), Salinas Suburban North irca (37), and Seaside (i5)
as more fully deseribed under the reference numbers in Description of Special
Rate Arenc.

- (1050 3tu)

Within the incorporated city limits of Madera, Merced, Mill Valley, Napa,
Petaluma, San Anselmo, San Rafael, Santa Rosa and Vallejo; also, the builteup
wnincorporated areas of Merced Suburban East Area (22), Napa Suburban North
Area (28), Santa Rosa Suburban Northeast Area (43), Santa Rosa Suburban
Southwest Arca (LL4) and Vallejo Suburban (53) as more fully described under
the reference mumbers in Description of Special Rate Areas.

- (1000 Btu)

Within the incorporated city limits of Ledi, Marysville, Modesto,
Reseville, Turlock, Weedland and Yuba City; also, the built-up unincorporated
arcas of Marysville Suburban Linda-Ulivehurst (22), Modeste Suburban East
Arca (25) and Modesto Suburban West Arca (26) as more fully deseribed under
th¢ reference nurbers in Description of Special Rate Arcas.

E - (900 Btu)

Within the incorporated city limits of Chico; also, the built-up unin-
corporated crea of Chico Suburban (11) as more fully deseribed under the
reference number in Deseription of Special Rate Arcas.

RATES

Commodity Charge Fer Customer Per Month
Base Rates Effective Rates
A B ‘ C B
1100 Btu 1100 Btu 1050 Btu 1000 Btu 900 DBtu

First 200 cu.ft. or less:

Incorporated territory.ees.. $0.80 $0.80 50,80 $0.80  $0.80

Unincorporated territory.... $0.90 $0.90 $0.90 $0.90  $0.90
Next 2,300 cu.ft./100 cuuft..  4.80¢ 4.80¢ L.66¢ L.SL¢ L.22¢
Next 7,500 eu.ft./100 cu.ft.. La.40¢ L.LO¢ L.27¢ L.lh¢ 3.87¢
Next 80,000 cu.ft./100 cu.ft.. 3.95¢ 3.95¢ 3.83¢ 3.71¢  3.48¢
Next 4,900,000 cu.ft./L00 cu.ft.. 3.90¢  3.90¢  3.78¢  '3.67¢  3.43¢
Qver 5,000,000 cu.ft./L00 cu.ft.. 3.60¢ 3.60¢ '3.49¢ 3.38¢  "3.A7¢

The above effcctive rates are based on the average monthly heating value
per cublc foot indicated and as set forth in Rule and Regulation No. 2(C).

EXEIBIT A (Continued)
Prge 6 of 2




RAT

Schedule No, G=4

GENERAL NATURAL GAS SERVICE
-TContinued)

ES (Continued)

Minimum Chargse

The minimum charge specificd below corresponding t0 the maximum ¢onsumption
in any billing month of the full year cnding the preceding June 30th,

Minimum Charge
Maximum Billing Month Consumption ‘Per Customcr For Month

LOO,000 Uy St. OF L105Scucensssessenssanses Lhe commodity charge for
the first 200 cu.ft. or
loss

Over 400,000 cu.ft. to 800,000 CUcftecenens $40.00

ovcr SOO’Ow Cu.ft..III‘III.I.I...I'....... 5580.00

Whenever prezises were not served for the full year ending the preceding
June 30th or whencver substantial changes (L00Z or greater for corrcspondlng

months) arc made in the gas consumption, the company may cstimatc the maximam
billing month consumption.

EXHIBIT A
Page 7 of 24




A=29777
MP

Schedule No. G-3

GENERaL NATUR.L GAS SERVICE

APPLICABILITY

Applicable for natural gas scrvice to domestic, commercial, industrial or other
customers for zas used for cooking, water heating, space heating, and all other pur-
poses 2t the option of the customer.

TZRRITORY
A = (1100 Btu)

Within the incorvorated city limits of Alviso, Colma, Newman and Paticrson;
also, the built-up wnincorporated areas of Brisbane (4), Campbell (8), Monte Vista
(55) ond Saratoga (56) as more fully described under the reference numbers in Des-
cription of Special Rate Arces.

- {1050 Btu)

Within the incorporated ¢ity limits of Atwater, Belvedere, Benicia, Calistoga,
Chowehilla, Corte Madera, Fairfox, Fairfield, Fowler, Galt, Mealdsburg, Isleten,
Larkspur, Livermorc, Livingston, Plcasanton, Rio Vista, Ross, Sanger, Sausalito,
Scbastopel, Selma, Sonomz, St. Helenz, Suisun ond Vacaville; alseo, the built-up un~
incorporated arcas of Conterville (109, Decoto (12), Kentfield (19), Newark (29),
Niles (30)and Tiburen (52) as more fully doseribed under the reference numbers in
Deseription of Special Rate Arcas.

- (1000 Btu)

Within the incorporated clty limits of Ceres, Colusa, Davis, Dixon, Gridley,
Lineoln, Live Cak, Manteca, North Snceramente, Cakdale, Ripon, Riverbank and
Wneatlond; also, the built-up unincorporated areas of Broderick (5), Bryte (6),
Zscalon (1h), Gerdenland (17), Hughsen (54) and Worth Sacramento Suburbon East Arca
(32) as morc fully deseribed under the reference numbers in Description of Special
Rate areas.

- (950 Btu)
Within the incorporated ecity limits of Kerman.
- (900 Btu)
Within the incorporated ¢ity limits of Willows.
- (850 Btu)
Within the incorporated city limits of Biggs and Oroville; also, in the built-

up unincorporated area of South Oroville (L7) as morc fully described under the
reference number in Description of Special Rete Arees.

(Continued)
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Schedule No. G5

GENERAL NATURLL GAS SERVICE

{Continued)

Comunodity Charon

200 cu. . or less:e
Incorporated territory
Unincorporated territory

2,300 cu.ft., per 100 cu.ft.
Neoxt 17,500 cu.ft., per 100 cu.ft.
Next 20,000 cu,ft., per 100 cu.ft.
Next 4,900,000 ¢u.ft., per 1CC cu.ft.
Qver 5,000,000 cu.ft., per 100 cu.ft.

First

Next

Per Customer Por Month

Base
Rates

Effective Rates

B c
1C50 1000
_Btu Bty

n
1100 1100
Btu Btu

) F
900 850
Btu Btu

o)
950
Btu

0.5 %0.85 ¥C.85 $0.85
V095 30.95 uC.95  w0.95
5.20¢ 5.20¢ 5.0Lf L.8%¢
L.65¢ L.65¢ LoSLE L3TE
LO5¢ 4.05¢ 3.93¢ 3.8
L.OO¢ L.OOE 3.88¢ 3.76¢
3,604 3.60¢ 3.L9¢ 3.38f

$0.85 90.85 $0.85
::'0095 @0-95 a‘0-95
LoT73E L.58¢ Lok2f
4238 L,OJE 3.95¢
3.69¢ 3.56€ 3.Lg
3.6LE 3.52¢ 3,404
3.28¢ 3.17¢ 3.06¢

The abeve effective rates ore bosed on the average monthly heating value por cu-
mie foot indicated and as set forth in Rule ond Regulation No. 2(C).

Minimum Charee

The minimum charge specificd below corresponding te the naximum consumption in
any billing month of the full year ending the preceding June 30th.
Minimum Charge

Maxdimum Billing Menth Consumption Per Customer Per Month

400,000 cu.ft.

OF 1058 ernsssneresvanerenses The comnodity charge for the
first 200 cu.ft. or less.
Cver 400,000 cu.fi. to 300,000 cu.fbeees vee $40.00

OVCI' SO0,000 Cu.ft- MER R RN TR RN RN NN S Ay N ] ‘(;80.00

Whenever prezdses were not served for the full year cnding the P;cbcdins

| \ i !

Jdne BOth or whenevar substantaal changes ilODﬁ or greater for corrcsponding months)
are madgiin the gas consumption, the company may cstimate the maximum billing montd
consumption.

EXHIBIT A
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AL

Schedule No., G=6

CENERAL NATURAL GAS SERVICE

APPLICABILITY

Applicable for natural gas service to domestic, cormesrcial, indusirial, or
other customers for gas used for cooking, water heating, space heating and all
other purposes at the option of the custemer.

TERRITCRY

ALl unincorporated territory not provided for in other rate schedules, as
follows: .

A - (1100 Btu)

Coast Valleys, San Jose and San Francisco Divisions. Fortion of Stockton
Division sunmlied from Stanpac transmission line aad Tracy distribution systicn.

- (1050 Btu)

San Joaquin Power Division, cxcept area supplied from Cill Ranch Gas Field
transmission line including Kerman tap line. Zast Ray and North Bay Divisions.
Portion of Stockton Division supplicd from the transmission line between Tracy
Gas Field and Tracy terminal. Portions of Stockion and Sacramento Divisions
supplied from: transmission lines from Rio Vista Gas Ficld to Las Vinas and the
Calaveras Cement Flant, %o Antioch gas terminal, %o Rio Vista Y (Junction of
lines 220,210 and 220) and westward to beyond Falrficld and including Vacaville
tap line; and, Sacramento-Vernalis transmission line between Las Vinas metering
station and its junction with Thornten Gas Field line.

- (1000 Etu)

Portion of Stogcktor Division supplicd from Sacramento-Vernalis transwdssion
linc betwoen Vernalis and Las Vinas motering stations and north of its junction
with Thornton Gas Ficld line. Sacramento Division, excopt arca supplicd from:
transmission lines from Rio Vistn Gas Ficld to Las Vinas, to Antioch gas termlnal,
and to Rio Vista ¥ (junetion of lines 200, 210 and 220) and westward to beyond
fairficld and including Vacaville tap line; and, Sacramento-Vernalls wronsrission
linc south from its junction with Thornton Gas Field line. Flacer District of
Drum Division., Colgate Division, oxcept arex supplicd Lronm Marysville=Chico
trancrission line north from immodiztely sowth of its junction with Blpgs top
lingc.,

~ (950 Btu)

Portion of San Joacuin Power Division supplicd from Gill Ranch Gas Field
srensmission line including Kermon tap line. Portion of Stockton Divislon sup-
plied from transmission line 110 and from the transmission line between MeDonald
Island Cas Field and Tracy terminal..

- (900 Btu)

De Sabla Division, uxcept arca supplied from Marysville-Chico trunsmission
line south of its junction with Ord Bend Gas Ficld transmission line.

- {850 2tu)

Portions of Celgate and Ne Sabla Divisions supplied from Marysville-Chico
cranomission linc north from immodiatoly south of its Junction with Bigge tap
Linc to its junction with Ord Berd Gas Ficld transmission line.

(Continuecd)
EXEIBIT A
Page 10 of 24
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Sehedule Vo, =6

GEZNERAL NATURAL GAS SERVICE
(Continued)

RATES

Commodity Charge . Per Customer Fer Month
Base Rates Effective Ratus

' A B c D E F
1100 1100 1050 10Q0 950 900 85
Btu Btu Btu - Btu Btu Btu Btu

First 200 cu.ft.or dess  $L.05 $1,05 '$1.05 $1.05 £1.05 $L.05 $L.05

Next 2,300 cu,ft, A0 cu.ft, 5.60¢ 5,604 5.43¢ 5.264 5.10¢ L.G3¢ L.T6¢
Next 17,500 cu.ft./100 cu fh. 5.90¢  4.90¢ T L.T5¢ La6LP . Lubb¢. L.3L¢ 4164
Next  6C,000 cu.ft./100 cu.ft. 4.15¢  L.15¢  4.03¢ 3.90¢  3.78¢, 3.65¢ . 5.53¢
Next 4,900,000 cu.lt./L00 cu.fh. 4.10¢ 4.104 3.98¢ 3.85¢ 3.734.3.6L¢.3.48¢
Qver 5,000,000 cu.ft./100 cu.ft. 3.60¢ 3,606 2,49¢ 3.38¢ 3.28+ 3.07¢ 3.06¢

The atwve effective rates are based on the average monthly heating vulue per'
cubic foot indicated and as sct forth in Rule and Regulation No. 2(C).

Minimum Sharee

The minimum charge specifiecd below corresponding to the mAXLETn consunption
in any billing month of the full year ending the preccding June 30th,
Nirimua Charge,
Masimum Billins Month Consumntion Par Customer Peor Morth

400,000 cu.ft, or 1ES8e sinvusnssirsinereessass The comedity charge for
‘ the first 200 cu.ft. or
;css

--

Over 400,000 cu.ft. o 800,000 cusftesene.. | 40,00

Over 800,000 CUefuurrennsrononnnnens, | 480,00

Lhenever premises wero not scrved for the full year ending the- recedd,
Junz‘Bgth or wgcncver substantial changes (1004 or greater forfcorregpondongg
[entas) arc mde in the gas conoumption, the company may ostimot l
billing month consumption. ’ PRy Ay estinute the maxoun

EXHIBIT A
Page 1L of 24




Sechedule No. G-6.2

CENERAL NATURAL GAS SERVICE

APPLICABILITY

Appliceble for natural gos cervice of a heatlng value of 650 to 775 Btu per cublc
foot to domestic, commercial, industrinl or other customers for gns uped for cooking,
water heating, space heating and nll other purposes at the option of the customer,
Service under this schedule is subject to texrminntion ng provided for in gpecial

conditions below.
TERRITORY
X.(700 Btu)

Unincorporated territory in portion of Stockton Divialon supplied from the
tronsmiosion lines between Lodd Gaa Field ond Leg Vines.

RATES

Per Customexr Pcr Month
Commodity Chorae Bage Rates Effectg§e Rntes

1100 Btu T00: Btu

First 1200 CU.St. OF 1680.ceescecnncnnsnans  $1.05 $2.05
Next 2,300 cu.ft., por 100 cuuffeiciccanann 5.60¢ L, L2¢
Next 17,500 cu.ft., per 100 cu.fticsacencesn 4.90¢ 3.87¢
Next 80,000 cu.ft., per 100 cu.ft..... 4,15¢ 5.28¢
Next 4,900,000 cu.ft., per 200 cu.fticcieeceans 4,104 3,24
Over 5,000,000 cu.ft., per 100 cu.ft....cesnae. 3.60¢ 2.8u¢

Tho cbove offeotive rotes are based on the averege monthly heeting value per
cudic foot indicated nnd o5 sct forth in Rule and Regulation Ne. 2(c).

Minimun Cherge

I
The minimum charge specified below corresponding to the moximum consumption in:
any dilling month of the full yeer ending the preceding June 30th.

Minimum Cherge
Maximum Billing Month Consumption Por Customer Per Month

400,000 cu.ft. Or 1e8S..cvavecancanns veve.» The cormodity charge for the
first 200 cu.ft. or less

Over 400,000 cu.ft. to 800,000 eu. £t. o « . . $40.00
.OverBO0,000cu.ft................ $80.00

Whenever premises were not served for the full year ending the
preceding June 30th or whenever substontial changee (L00% or greatex for
corrcaponding months) are mnde in the ges congumption, the company may
estimate the maxizum billing month consumption.

(continued)
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Schedule No. G-6,2

GENERAL NATURAL GAS SERVICE
(continucd)

SPECIAL CONDITIONS

1. A contrast will de rcouired for a period of one (1) year when service is
firet rendercd and thereafter until osncelled dy cither party by written notlce
voirty (30) days in edvance of the dote service 1s to be terminnted. Such contract

mst be on one of the standard forms of the cempany regularly filed with the
Crlifernia Pudlic Utilities Commigaion, in force ot the time and applicadle to

service wndor thls schedule,

2. Serviece under this achedule will be rendered only go long as the coupany
shall ¢ontinue to wac ito ¢nllection and tronsmigsion lines from Lodd Gos Fleld to

las Vinas metering stetion. The company shell have the right to terminste goe
gervice hercunder os provided for in 1 adove in the event 1t shall at ony time

dlgeontinue the use of seld enllection and tronsrmission lines.

EXHIBIT A
Page 13 of 24 -
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Schedule No. =10

GENERAL NATURAL GAS SERVICE

APPLICABILITY

Lpplicable for natural gas service to domestic, comn»rclal, industrial or other
customers for gas used for cooking, water heating, space heating, and all othcr
purvoses at the option of the customcr.

TERRITORY
B-(1050 Btu)

Within the incorporated city limits of Arcata, Eurcka and Fortuna, and all
unincorporated territory in Humboldt Division served from Tomkins Hill Gas Field.

R."{ TES

Commodity Charge Per Customer Per Month
Base Rates Effective Rates
. ... B
1100 Btu 1050 Btu

-

First 200 cubic feet or less:
Incorporated LEITItOrT seviencreranncsssarinnas nOWS5 $0.85
Unincorporated territory ..oves. wL.05 $1.05

Next 2,300 cubic feet, per 100 cuble fect ... QbR 9 144

Next 17,500 cubic feet, per 100 cubic feet &4 5.85¢ 5.67¢

Vext 80,000 cubic feet, per 100 cubiec feet .. 5.65¢ 5.4,8¢

Over . 100,000 cubic feet, per 100 cubic feet ..i 5olidat "5.28¢

The above effective rates arc based on the average monthly heating value
per cubic foot indicated and as set forth in Rule and Regulation No. 2(0)

Ninimum Charze

The minimum charge specified below corresponding to the maximum consunptlon
in any billing month of the full year ending the precedlng June BOth.

Minimum Charge
Maximum Billing Month Consumption Per Customer Per Month

400,000 cu. ft. or B A .'The'ddhmodity chérge for
‘ o ‘ the firast 200 cu. £t. or
lega

Over 400,000 cu. ft. to 800,000 cu. L. svveveanss- . $40.00
wer 8%’000 cul ft'l-’.-ll"l.llll.l..'..\r.'l...‘ ‘$8°too

Whenever premiges werc not served for the full yeer ending the preceding
June 30th or whencver substential chonges (L00% or greater for corresponding montha)
arc made in the goa conoumption, the company may cstimate the maximum billing month
consurption.

EXHIBIT A
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Sehedule No. (=40
FIR)N IMDUSTRIAL NATURAL GAS SERVICE

APPLICABILITY

Applicable for natursl gas service to industrial establishments for gas used for
all purposes at the option of the customer, except directly for the cooking of meals,
where such establishments are located along existing mains having a delivery capacity
in excess of the then existing regquirements of firm customers,

TERRITCRY

The entire territory served natural gas by the company, except Humboldt Division
and portion of Stockton Division supplied from the transmission lines between Lodi
Gas Field and Las Vinas, as follows:

A=(1100 Btu)

Coast Valleys, San Jose and San Francisco Divisions. .Portion of Stockton
Division supplied from Stanpac transmission line and Tracy distribution system.

B(1050 Btu)

San Joagquin Power Division, except area supplied from Gill Ranch Gas Field
transmission line including Kerman tap line. East Bay and North Bay Divisions.
Portion of Stockton Division supplied from the transmission line between Tracy
Gas Field and Tracy terminal. Portions of Stockton and Sacramento Divisions
supplied from: transmission lines from Rio Vista Gas Field to Las Vinas and
the Calsveras Cement Plant, to Antioch gas terminal, to Rio Vista ¥ (junctien
of lines 200, 210 and 220) and westward to beyond Fairfield and including Vacaville
tap line; and, Sacramento-Vernalis transmission line between Las Vinas metering
station and its junction with Thornton Gas Field line.

¢-(1000 Btu)

Portion of Stockton Division supplied from Sacromento-Vernalis transmission
line between Vernslis and 1as Vinos metering stations and north of its junction
with Thornton Gas Field line. .Sacrameato Division, except area supplied from:
transmission lines frem Rio Vista Gas Field to Las Vinas, to aAntioch gas terminal,
and to Rio Vista Y (Junction of lines 200, 210 and 220) and westward to bayond
Fairfield and including Vacaville top line: and, Sacramento-Vernalis transmission
line south from its junction with Thornton Gas Field line. .Placer Distriet of
Drum Division. Colgate Division, except area supplied from Marysville~Chice
transmission line north from immediantely south of its junction with Biggs tap line,

D-(650 Btu)

Portion of San Joaguin Power Division supplied from Gill Ranch Gas Field
trensmission line including Kerman tap line, .Portion of Stockton Division supplied
from transmission line 110 and from the transmission line between McDonald Island
Gas Field ard Tracy terminal.’ .

E~(900 Btu)

Do Sabla Divisien, except area supplied from Marysville-Chico transmission
line south of its junction with Ord Bend Gas Field transmission line.

(coatinued)
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Schedule No, G=40

FIRM INDUSTRIAL NATURAL GAS SERVICE
(continued)

TERRITORY (continued)
F-(850 Btu)

Portions »f Colgete mnd D¢ Snble Divigions supplicd from Marysville-Chico
tronsmisoion line morth from immedintely south of 14s Junction with Bigas top line
to ita Junction with Ord Bend Geg Field tronsmigsion line.

BATES

. Por Customer Per Month
Commodity Charec -Bnse Rates Effective Rotes

A 3 C D ) F
11100 1100 1050 1000 050 900 850
.. Btu . Btu Btu Btu Btu Btu Btu

First 100 Mef, per Mef..... 36.0¢ 36.0¢ 75.3¢ 34.6¢ 33.8¢ 33.1¢ F2.4¢
Next 900 Mef;, per Mcf..... 35.0¢ 25,04 34.3¢ 33.6¢4 32.9¢ 32.2¢ 31.5¢
Next 2,000 Mcf, per Mefi.... 34.0¢ ZL.08 33.34 32.6¢ 32.0¢ 31.5¢ - 30.54
Over 3,000 Mcf, per Mef..... 33.0¢ 33.0¢ 32.3¢ 3L.7¢ 31.0¢ 30.4¢ '29.7¢

The above effective rateg ere brocd on the everage monthly heating value per
cuble font indicated end as set-fortk in Rule and Regulation No. 2(C).

Minimum.Chérgc

.. The minimuz charge wpecifisd below corresponding to the mexizmum consumption in
eny billing month of the full year ending the preceding June 30th.

. Minimuwn Charge
Maximuz Billing Month Consumption Per Customer Per Month

800’000 Cu- ft- or 1088. « s 5 = % % . - = $h0.00
Over 800,000 cu. £t. . . . : c . $80.00

Whepever premises were not served for the full yesr ending the preceding
June 30th or whemever substantial chongce (L00% or greater for corresponding
moaths) are made in the ges conswnption, the compeny may estimate the moximum
billing month consumption.

EXHIBIT A
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Schedule No. G-L5
CAS ENGINE AGRTICULTURAL NATURAL GAS SERVICE

APPLICARTLITY

Applieable for natural pas serviee to internal combustion engines used for
agricultural purposes where such installations are located along existing meins
having a delivery capacity in excess of the then existing requirements of firm
custoners,

TEREITCRY

The entire territory served natural gas by the company, except Humboldt Division
and portion of Stockton Division supplied from the transmission lines between Lodi
Gas Field and Las Vinas, as follows:

A=(1100 Btu)

Coast Valleys, San Jose and San Francisce Divisions. Portion of Stockton
Division supplied from Stanpac transmission line and Tracy distribution system.

B=~(1050 Btu)

San Jeaquin Power Division, except area suppliecd from Gill Ranch Gas Fie.id
ransmission Line ineluding Yerman tap line.  East Bay and North Bay Divisions,
Portion of Stockton Division supplied from the transmission line between Tracy
Gas Field and Tracy terminal., Portions of Stockton and Sacramento Divisions
suppliecd from: transmission lines from Rio Vista Gas Field to Las Vinas and the
Calaveras Cement Plant, to Antioch gas terminal, to Rio Vista Y (Junction of
lines 200, 210 and 220) and westward to beyond Fairfield and including Vacaviile
tap line: and, Sacramento=Veraalis transmission line between Las Vinas metering
station and its junction with Thornton Gas Field line, |

C-(2000 Btw)

Portion of Stockton Division supplied from Sacramento-Vernalis transmission
line between Vernalis and Las Vinas metering stations and north of its junction
with Thornton Gas Field line. Sacramento Division, except area supplied from:
transaission lines from Rio Vista Gas Field to Las Vinas, to Antioch gas terminal,
ard to Rio Vista Y (Junction of lines 200, 210 and 220) and westward to beyond
Fairfield ard including Vacaville tap line: and, Sacramento-Vernalis transmission
line south from its junction with Thornton Ges Field line., Placer District of
Drum Division. Colgate Division, except area supplied from Marysville-Chico
transmission line north from immediately south of its junction with Biggs tap line,

D-(950 Btu)

Portion of San Joaquin Power Division supplivd from Gill Ranch Gus Field
transaission line including Kerman tap line, Portion of Stockten Divisien
supplicd from transmission line 110 and from the transmission line between
McDonald Island Gas Field and Tracy torminal,

E~(900 Btu)

Do Sabla Division, except orea supplied from Merysville-Chico traasmission
line south of its Juaction with Ord Bend Gas Field treonsmission iine.

(continusc)
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Schedule No, G-US

GAS ENGINE AGRICULTURAL NATURAL GAS SERVICE

(continued)

TERRITORY {continued)

F-(850 Btu)

Portions »f Colgete and De Snbla Divisions supplied from Maryeville-Chico
tranomission line nnrth from immedistely south of its Junction with Biggs top line
to 1ts Junction with Ord Bend Gas Fleld trangmission line.

RATES

Commodity Charge

1100
Btu

Bape Ratea

Per Meter Per Year
Effective Rotes

A B ¢ D E F
1100 1050 1000 950 900 850
Btu Btu Btu Btu Btu Btu

First 14 Mef, per hp, per Mef... 37.0¢
Next 14 Mcf, per hp, per Mcf... 29.5¢
Over 28 Mcf, per hp, per Mef... 25.0¢

37.0¢4 36.3¢ 35.5¢ 3u.8¢ 34.0¢ 33.3¢
29.5¢ 28.9¢ 28.3¢ 27.7¢ 27.1¢ 25.6¢
25.0¢ 2h.5¢ 2u.0¢ 23.5¢ 235.0¢ 22.5

The above effective rates nre based on the overage monthly heating value per
cudbdc font indicated and ca set forth in Fule and Regulations Na, 2(C).

Minimum Charege

May to October, inclusive
November to April, inclusive

$5.00 per meter per menth
$1.00 per meter per month

Minimum chorges for twelve months' continuoug service sre nccumulative at the

rate of $36 por meter per yeor,

SPECIAL CONDITIONS

1. For the purpose of this schedule, the horgepower of englne ;ajaciiy'viil be
dotermined by the monufacturers' roting, or st the option of the company, by test or

eatimnte.

2, Under this schedule, the ngricultufai or service yeox sholl commence with
the regular meter reading in April ond end withk the regulor neter reading taken dn

April »f the pucceeding yeor.

EXHIBIT A
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Schedule No, G=50

INTERRUPTIBLE NATURAL GAS SERVICE

APPLICABILITY

Applicable, sudJect to interruptions in gupply as proviced in specinl conditlons
below, for netural gas service to commercial and industrisl catablishmenta for g=s
uged for all purposes at the option of the customer, except directly for the cooking
of meals, where guch egtadllishments are located along exlsting mains heving s delivery
capacity in excess of the then exiating requirements of firm customera.

TERRITORY

The entire territory scrved natural aas by the compeny, except Humbdldt Diviaion
and portion of Stockton Division supplied from the tranemiseion lines between ilodi
Gos Field and Lss Vinng, ao follows:

£-(1100 Btu)

Coast Velleys, Sen Joge ond Son Francleco Divisions. Portlon of Stockten
Division oupplied from Stanpac tronsmission line and Tracy distridution systen.

B-(1050 Btu)

San Jonquin Power Divigion, except ares supplied from GiLll Panch Gas Tleld
transtission line insluding Kermon tep line. Enst Boy and North Bey Divisions.
Portion of Stockton Division supplicd from the trensmisgion line between Tracy Ces
Pleld ond Tracy torminel. DPortions of Stockton and Sacramento Divisions supplied
from: traonomicaion Lines from Rio Vigta Grg Fleld to Les Vinag ond the Colaveras
Cement Plant, to Antioch gno terminal, to Rlo Vigte Y (Junction of lineps 200, 210
and 220) and westword to beyond Fairficld ond including Vacnville tap line; nnd,
Sacremento-Vernalls tronsmission line between las Vines metering stotion and ito
Junction with Thornton Gas Fleld line.

C-(2000 Btu)

Portion of Stockton Division supplied from Sncramento-Vernnlis trmnsmiseion
line detweon Vernolis and Los Vinas metering ctntlons and north of 1ta Junction

with Thornton Gang Field line. Seccrnmento Diviaflon, except nren suppliled from:
tranamigaion lines from Rio Vistn Gna Field to Los Vinna, to Antlooh gno terminrl,
and t0 Rio Vista Y (Junction of lines 200, 210 and 220) nnd weatwnrd to beyond

Foirfield ond including Voceville top line; and, S~eramento.Vernolis transmlssion

line south from Lts Junction with Thornton Gno Ficld line. DPlacer District of
Drum Divigion, Colgate Division, except nren oupplied from Maryaville-Chico

tronomiszion line north from lmmedintely south of its Junction with Blges top line.
D-(950 Btu)

Portion of Son Jonquin Power Division supplied from G111l Ranch Gas Fleld
transmission line Including Kerman tap line. Portion of Stockton Division oupplicd
from transmission line 110 nnd from the transmipsion line between MeDonmld Island
Grz Field ond Tracy terminel.

E-(900 Btu)

De Sadla Division, except arcs suppliecd from Marysville-Chico transmission
line gouth of its Junction with Ord Bend Grs Fleld tronsmisgion line.

(continued)
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Schedule No, G-50

INTERRUPTIBLE NATURAL GAS SERVICE
(continved)

TERRITORY (continued)
F-(850 Btu)

Portions of Colpate and De Sadla Divisions supplied frdmuMqrysville-Chico
transmission line morth from immediately south of it Junction with Blggs tep line
to 1ts Junction with Ord Bend Ces Fleld transmisaion line.

RATES

Per -Customer ‘Per Month
- - Effective Ratea

" Bage Rates
Fuel 011 .

Comrodity Charme

First 1,000 Mcef, per Mcl...
Yext 2,000 Mcf, per Mef...
Next 3,000 Mef, per Mcf...
Next 4,000 Mcf, per Mcf...
Over 10,000 Mcf, per Mef...

$1,50 per Bbl.

1100
.Btu.

A
1100
Btu

B
- 1050
- Btu

¢
1000
Btu

27.9¢
27.04
26.0¢
25,04
- 24, 0¢

25.4¢
2k, 5¢

- 23.5¢

22.5¢

- 21.5¢

ok, 8¢

o 2L.0¢
1 23.0¢

L 22.0¢
21,04

24, 3¢

23.4¢

22.5¢

21.5¢
20.5¢

D
950
By

23.f¢i

22.9¢

21.9¢

21.0¢

E . F
900 - 850
B Bw

23.2¢ 22.6¢
22.3¢ 21.8¢
21.4¢ . 20.9¢
20.5¢ 20.0¢

20.1¢ 19.6¢ 19.1¢

The adove cffective rotes are dbaged on thefovérago'monthl&fhépting value per
cublc foot indicoted and as art forth in Rulc ond Regulation No. 2(C), and a
posted price of fuel oil of $1.35 per berrel as set forth in Special Condition 1
below.

Minimum Charee

$80 per customer per month, accumulative anmuslly.

SPECIAL CONDITIONS

1. The rates in effect at any time very with the merket price of fuel 0il in
tenk car Lots as rogulsrly quoted or "posted” cither by the Standerd 01l Compeny of
Californio f.o.b., its Richmond Refinery, or by the Union 011 Company of California
£.0.b. 1ts Oleun Refinery, or by the Shell Oil Compony, Inc., f.o.b, 1ts Martinez
Refinery, or by the Tide Wator Agsoclated Oil Company. £.0.b. 1ts Avon Reflinery,
whichever posted price is the lowest, and shall be determined from the base rates b7
deducting or adding, reopectively, 1¢ for cach 6¢ that such price of oll 18 dbelow or
rbove $1.50 per berrel from $1.20 to $1.80 per barrel, both inclusive, nnd further
by deducting or odding, respectively, l¢ for esch 12¢ that such price of oil is below
$1.20 or adove $1.80 per berrel, within the limits of $1.00 ond $2.00 per barrel,
both inclusive.

When 2 chenge in the price of fuel oil occurs, the company shall submit  to
the California Public Utilitics Commission, within » period of fifteen (15) days, an
Advice letter and npproprinte tariff sheels setting forth the new effective rates
and occompanied by an offidavit of such change in the price of fucl oil, The new
rntes ohnll de effective on all reeular meter reamdinga taken on or nfter the thirtleth
(30th) day following ouch change in the price of fuel oil.

(continued)
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Schedule No, G-50

INTTRRUPTIBLE NATURAL GAS SERVICE
(continued)

SPRCIAL CONDITIONS (continued)

2. In cnsc rete changes to be mode in conformity with Rate AdJustment for
Heetinz Value rule, Rule snd Regulation No. 2(C), and Specinl Condition 1 abdove
are due to become offective within fiftcen (15) deys of ench other, then the two
shnall bde combimed and the lnter datc of the two effectlive dotes shall govern.

3. A contract will de required for a period of one (1) yeor when gervice is
Tirat rendered and yonr dy year therenfter, continuing until cancelled by either
prrty by written notice thirty (30) days in sdvance of the end of the initlal year
or nny subscquent yeor. Such contract must be on onc of the stondard forms of the
company regularly filed with the Cnlifornin Pudblic Utilitles Commission, in force et
the time and opplicedle to the oservice of interruptible gas.

4, Service under this schedule 1s sudject to discontinuance without notice in
crae of an cctusl or threotencd shortnge of notursl gns, whether due to insufficlent
supply 4n the ficlds or to inndequote tronsmigsion or delivery copacity or facilitics.
The company will not be lioble for demeges occosicned by interruption or dlscontinu-
ance of scrvice supplied under this ochedule.

5., No custemer shall be entitled to service hercunder for new or ndditlonnl
equipment unless sdequote standby equipment and fuel ghall have been first provided
therefor, soid standby fecilities to be ready st all times for lmmediste operntion
in the event that the supply of gos hereunder shall de partislly or totally curteiled.
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Schedule No. G-60

INTERRUPTIBLE NATURAL GAS SERVICE

APPLICABILITY

Applicable, subject to interruptions in supply ss provided in special conditione
below, for natursl gss service to commercisl and industrisl estadblishments for qas
uged for all purposes et the option of the customer, except directly for the cooking
of meals, whero such establishments sre located along existing mains having a delivery
capecity in oxceos of the then exlsting requirements of firm customers. o

TERRITORY
B-(1050 Btu)
The entire territory served natursl ges by the company in Bumboldt Division.

RATES

Per Customer Per Month
Commodity Charge Bage Rates " Effective Rates
mel 011 N e e ' -

$1.50 per Bbl. B.
1100 Btu 1050_Btu

" o

First 1,000 Mcf, por Mefeiuavecvennccnnans 35.5¢. 32.3¢
Next 2,000 Mcf, POr Mefueeevaeenncnnnesos 29.6¢ : 26.5¢
Next 3,000 Mef, per Mof.iueveiinnnrcnnesns 28.7¢ 25.6¢
Next 45000 Mof, por Mefiiiversonncrnneae 28.7¢ 25.6¢
Over 10,000 Mef, Pex Mef.icvevaosnscnnsnss 28.7¢ . 25.6¢

The above effective rates are boged on the avernge monthly héating value per
cubic foot indicatecd and as set forth in Rule and Regulstion No. 2(C), nnd »
posted price of fuel o1l of $1.35 per darrel eo set forth in Specisl Condition 1
below. S ' S

Mintimum Charge

$80 per customer per month, accurmmlative annuslly.

SPECIAL CONDITIONS

1. The rotes in effect at any time very with the merket price of fuel oll in
tank car lots as rcagulsrly quoted or "posted” either by the Stondard 01l Company of
Celifornia f.0.b. its Richmond Refinery, or by the Union 01l Compony of California
f.0.b. its Oleum Refinery, or by the Shell 01l Company, Inc., f,0,b, 1fs Martinez
Refinery, or by the Tide Water Asgoclsted 01l Company £.0.b. 1ts Avon Fefinery,
whichever posted price is the lowcot, and chall be determined from the bnse rntes dy
dedueting or odding, reaspectively, 1¢ for cnch 6¢ that such price of olil is below »r
above $1.50 per bsrrel from $1.20 to $1.80 per barrel, both inclusive, ond further
by deducting or odding, respectively, l¢ for each 12¢ that such price of o1l is dolow
$1.20 or sbave $1.80 per barrel, within the limits of $1.00 and $2.00 per barrel,
both inclusive. ‘

When o chenge in the price of fuel oil nccurs, the compeny shall gudnit o
the Cnlifornis Public Utilitics Cemmlsglon, within n perind of fiftcen (15) dayo, con
Ldvice Letter ond appropriate tariff sheets  getting forth the new effective raten
and accompanicd by on affidavit of such change in the price of fucl oll. The new
rates shall be effective on all repulnr meter rendings tnken on or after the thirtieth
(%0th) dny f~llowing such change in the price of fuel oil.

(¢crntinued )
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Sehedule No. C-60

INTERRUPTIBLE NATURAL GAS SERVICE
(continucd)

SPECTAL CONDITIONS (continued)

2. In case rete changes to be made in conformity with Rote Adjustment for
Henting Velue yula, Fule nnd Resulatlon No, 2(C), and Special Condition 1 sdove
are duc to bocome offective within fifteen (15) deys of ench other, then the two
she1l be cerbined and the later date of the two ¢ffcctive dates shall govern.

%, A contract will be reguired for o period of one (1) year when service is
firat rendered and year by yeer thercefter, continuing until cancelled by ¢ither
party by written notice thirty (30) dnys in advence of the cnd of the initlal yeor
or Any subsequent year. Such eontracet muct be on cne of the gtrudnrd forms of the
company regulorly filed with the California Public Utilitles Commisgion, in force ot
the time ond sppliccble t~ the service of interruptidble ges.

4. Service under thio schedule 4z subject to discontinuonce without notice in
enge of an actucl Ar threstencd shertage of notural gng, wahcther due tr inoufficient
supply in the ficlds ar to insdequate transmisoien ar delivery capacity or fmellitics.
The ¢ompeny will mot be lisble far damages occosinned by interruption or 4iscontinu-
ance ~f gervice supplied under this schedule.

5. N- custemer shell de entitled tr gorvice hercunder for new ~r nddiitional
cquipment unless aodequete standdy cquipment an? fuel shall have deen first provided
therefor, seid gtenddby facilities to be rendy ot all tinecs for immediste spernti~n
1n the event thet the supply nf gag hercunder shall be partislly ~r totally curtailed.
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Revise Rule and Rogulation No. 2, Deseription of Sexvice, os follows:

Rule and Regulation No. 2
DESCRIPTION OF SERVICE

(A) Kinc and Heating Value:

(Wording same as now in coffect on Revised Cal. P.U.C. Sheet No. 2418=C.)

(B) Pressures:

(Wording same as now in offoct on Revised Cal. P.U.C. Sheot No. 2L18-G,
uxcept delete refercnec to "surplus' gas schedules in second linc, third
paragraph. )

(C) Rate Adjustment for Heating Valuo:

The effoctive rates in those schedules providing for Biw adjustment, as per
the keating value of the matural gos served, shall be determined in accordence
with the followinz rule:

The base rates sct forth in the schedules for natural gas are predicated on
an average monthly heating valuc of 1100 Btu per cubic foot (determined as the
average of daily heating value tests on a tdpv! basis). A paximum variation in
the monthly average of 35 Btu above or below 1100 Btu is contemplated.  when the
actual variation eoxcecds 35 Ptu for two consecutive calendar months, the elffeetive
rates will be changed by increasing or ducreasing the rates to conform to a new
average heating value, adjusted in stops of 50 Btu from the basc of 1100 3tu,
which is the nearest the average of that oxpericnced during the two months wilch
oceasioned the change. The effective rates will be determined by an adjustnent in
211 basc rates (except for the fixed ancd/or the minimum charge portion of the rate)
in accordance with thc percentuges sot forth below foxr cach 50 Btu step, computaed
to the nearcst 0.01¢ per 100 cubic fuct or 0.1¢ mer 1000 cubic fuet (lief) and will
bocome effective fiftecn (15) days thereafter.

General Natural Gas Serviee Schodules por 50 Btu step down to
and ineluding 850 Bu.

% per 50 Btu step below 850
Btu.

Firm Industrial Natural Gas' Scrvice Sehcdule ¢ per 50 Btu step.

Gns Engine Agricultural Natural Gas Service
Sehedule per 50 Btu step.

Interruptible Natural Cag Scrvice Schedules % per 50 Btu step.

-

Changes in the rates resulting from variation in heating value will not be
made more frocuently than ench two-month period, except, when definite chonges in
the source of gos occur, the appropriate rates will be made effective fifteen (15)
days after the date of changeover,
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