
NB 

Decision No. __ 5_1_7_3.-,;6_,,_ ORiGUill 
BEFORE THE PUBLIC UTILITIES COMV~SSION OF THE STAtE OF CALIFORNIA 

., .. ' ,:", .. "", . . ~ , In the Ma~~er of the Application o£ ) 
PACIFIC GAS ~~D ELECTRIC COMPANY, a ) 
corporation, for an order of the ) 
Public Utilities Commission of the ) 
State of California authorizing ) 
applicant to carry out the terms and ) Application No. 3676; 
conditions of an agreement with ) 
PERMANENTE, CEMENT COMPANY, dated ) 
February 17, 1955. ) 

(Gas - Interrup:tible) } 

In the Matter of the SuspenSion and 
Investigation on the COmmission's 
own motion or Revised Schedule G-52 
Interruptible Natural Gas Service, 
and Revised Schedule 0-93, Inter­
ruptible Natural Gas Service tiled 
by Pacific Gas and Eleetric Company. 

) 
) 
) 
) 
) 
) 
) 

~ .,' . ',.' 

Case No. 56;5 

(Appearances- and list of witnesses 
are s.et forth in' Appendix. A) 

,''''f'' .. 
• ~'I', , 

Pacific Gas and Electric Company> operating public utility 

electric, gas, water, and! steam ,heat systems in central and northern 

California, on March 2, 1955 filed the above-entitled application 

seeking authorization of an agreement that would provide a lower 

interruptible gas rate to Permanente Cement Company to meet the 

threatened competitive price of high viscosity .fuel oil. Later, on 

May 20, 1955, Pacific filed, under its Advice No. 245-G, revised 

Schedules Nos. G-52 and G-93 that would make available to other large 

customers interruptible gas at rates practically as favorable as 

thos,e o.f'£ered to Permanente. Inasmuch as the proposed schedules . 
represent sizable reductions from the presently e£.fective tariffs for 

the larger users, the CommiSSion suspended the filing pending an 
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I "' .. " 't . ,~. • ~ I ' • , 

" ..... 

investigation, hearing and ~ecision thereon. For convenience the. two 

matters were consoli~ated for public hearing purposes. 

Public Hearing 

After due notice to all of Pacific's interruptible gas 

customers, two days of public hearing were held on the two matters on 

.June 20 and .2.7, 1955, 1n::::San. FranciSCO, before Commissioner 

Matthew J .. Dooley and Examiner M. W. Edwards.. The matter was sub­

mitted for decision on the latter date. 

Reason for Lower Interruptible Ra.te 

Pacific stated that in surveying its interruptible rates
7 

as required by our Decision No. 51360, Application No. 36635, dated 
, . 

April 19,1955, which authorized increases. in interruptible rates up 

to 3.56 cents per Mct, it found that the rates to the great bulk of 

the interruptible customers could be increased and still be competi­

tive With the delivered cost or fuel oil. However, it found that 

the competitive situatiori"'did not permit' a similar' increase for' large 

customers who were better" situated I tor obtaining fuel rrom competi­

tive-~So.urces at lower prices and for very large customers it 

appeared that it Pacific was·'to"ret8.1n the business it was necessary 

to have a reduction in the rates ror sales over 200,000 Mct per month. 
' . 

Rate Change Proposal 

The rate change proposed in reVised Schedules Nos. G-S2 and 

G-93 is to lower the terminal rate or Schedule No. G-52 by 4.1 cents 

per ~!ct for usage over 200,000 Mc£' a:nd to lower the terminal rate of 

Schedule No,. G-93 by 3.5 cents per Mcr for usage over 240,000 Mc! per 

month. Schedule No. G-52 applies over most or PaCific's system and 

Schedule No. G-93 is a somewhat similar SChedule applicable to terri­

tory formerly served 'by Coast Counties Gas and Electric Company, now 



merged with Paeifie~ The two rates are different in blocking ~~ 

'rate levels and the proposed effeetive rates may be summarized .as 

, follows: 

Proposed Schedule No. 0-52 
", 

First 
Next 
Next 
Next 
~rext 
Over 

l,Ooo Met, p,er Me! - 52.7t 
2,000 r-!e:f') ~r Me! - 39.1 
.3, 000 ~lc!, per Me! - 3S.1 
4,000 Mer, per Met - 37.2 

190,00.0 Met, per Met - 32.7 
200;990 Mct, per Mer - 28.7 

,"a... '" 

Proposed Schedule No. G-2~" 

First 
Next 
Next 
Next 
Next 
Next 
Over 

...' , ....... 

50 Mer ,per Mer - 59'.5' 
200 Mer, per Mer - 48.6 
750 Met, per Me£' - 4, .6, 

1,000 rr.cr, per Mer - 42.) 
8,000 Me!, per Mer - .35:6, 

2,0,000 Mef', per Me·! - 32~1 
240,000 Me!, per Me! - 2~~7 

The above schedules. are the effective rates based on 

lOSO Btu gas; for hig~er or lower Btu ratings the rates· change in 

accordance with Rule ~d Regulation 2(c}. Pacific proposed to con­

tinue the present mi~imum charge or $16,,000 per month on each of' the 
, . . 

above' schedules. 

Comparative Fuel Oil Costs 

The Permanente Cement Company introduced Exhibit No. A-S 
to show that fuel oil of 1,500 v-.l.scosity could· be purehasedf.o.:b. 

trucks at Redwood City for $1.65$ per barrel under a four-year con­

tract and, after allowing for , per cent sales tax, truck back haul 

at 4.7 cents and oil handling co~t at Permanente at 2 cents per bar­

rel, is available at the burner for $1.775 per ba~el. The compara­

tive fuel cost per b~rel of clinker produced is 40.2 cents tor gas 

on the Schedule No. G-50, effective prior to May 25, 195;', ,6.7 cents 

on proposed Schedule No·. G-S2 and ;4.7 cents on fuel oil of 1,500 

viscosity~ The indicated annual di!ferenceof fuel price between 

fuel oil and gas under propose~ Schedule No. G-52 was $13S,qOO i~ 

favor of fuel oil. Pe~ente's witness t.estified that the propo.sed 

Schedule No. 0-52 rates x'epresent the maXimum rates above which the 
. ..., ' 

management is not prepared to go. 

The rates in the. proposed agreement with Permanente Cement 

Com~ny are sligllt;y lower for the first 10,000 Me£' per month bu~ are 
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predicated on a monthly minimum charge or $l;O,ooO. Pe:rm.anente's 
, ' '4', 

position is that it is willing to have the proposed Schedule No~ G-52 
" 

substituted in its agreement and also to have the minimum charge of 

$16,000 per month replace the minimum charge of $1;0,000 provided for 
'.., • j 

in the proposed agr.eement • . .. :",. 

The Calav~ras Cement Company introduced EXhibit No. A-6 to 
. . . 

show that 1,500 viscosity fuel oil could be ootainedat S~o~~¢n tor 

$1.7e per barrel. Arter 3 per cent sales tax and. 10 cents truc:k1ng 

~ost, the fuel oil would cost $1.934 per barrel, delivere~ to the 

Calavera~ Plant at Kentucky House. Such a fuel oil cost is computed 

as being equivalent to gas at 2S.6· cents per Mer. This eXhib~t showed 

an annual difrerence in favor of ruel oil of $90,000· compared' With 

gas under proposed Schedule No. 0-52, on a total annual gas cost of 

$l,370,000. The Witness for Calaveras testified that he has recom­

mended to the company that it change to ruel oil if the proposed 

low:~ g~s rate is not made available. 

Fuel Oil Situation 

A representative of the Oil Producers Agency of California 

protested the proposed decrease in interruptible rates because of the 

oversupply of heavy residual fuel oils in California. He indicated 

that this oversupply is· in part due' to the tact that the California 

market for petroleum products is overw'he~ingly in favor of the 

lighter products, such as jet, diesel, and motor fuels, and with ~h~ 

~heavy~ California crudes about 35 per cent become residual fuels. 
' , , .. 

He stated that the dieselization of railroads and the use of natural 

gas a~ boiler fuel in steam power plants as well as tor industrial . ". , ., 

USes on an interruptible baSis does not improve the o.ver supply . . " .. 
situation. , 

He suggested that in the public interest dry natural 'gas 

should be conserved fo~ the domestic and commercial customers by 
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means of additional" underground storage projects and 'by means of the 
" 

operation ot dry gas fields as storage rese:t"Voirs with increased 
~ • ....' I . 

de11verabilitY,to handle winter peak loads. He contended that 'the 
~ . , , ' .: ;' . 

proposed, aver.age sales :price tor the gas of 30.35 eent.$ per Mcr at <. '., 
," 

Permanente is lower than the cost of out-of-state gas at 24 • .3 cents 

at the "~order plus 7.5 cent s deli very cost from the state line to 

San FrancisCo. 

Through cross-examination, counsel for Pacific brought out 

~hc point that the representative was uSing average tranSmiss~o~ 
costs and that the incremental costs of transmission from the state 

, '-,f 

line are less than one cent per Mcf for compression fuel. A~so, 

through redirect examination or one of its witnesses, Pacific devel-
. ., I' ,I '" ~. ,.. 

oped th~ fact that. the present commodity rate for out-of,:,stat~ gas is '.. , ... 
18 cents at the state line. Counsel for the California Manu£acturers 

.. .~ ~ ... 
Association brought out through cross-examination that the O~~~-all 

, ~ ,<.. -

unit cost to supply interrupti'ble gas is generally considered to be 

lower than to supp,ly ~1rm gas. 

With regard to the stocks of residual fuel oil in 

California, Pacific showed that the situation has improved compared 

to a few months ago. At the end of May, 1955, there were about 

22,650,000 barrels in stock compared to about 30,000,000 barrels in 

November, 1954. However Pacific also showed that during the first 

three months of 1955, 1,550,000 barrels were shipped to the East 

Coast of the United States which was almost as much as the total 

shipped to the East Coast during the year 1954, and that such 

shipments result in a net price to the shipper below the posted price. 
Revenue and Costs 

Pacific's main showing as to the revenue and cost effect of 

retaining the load or lOSing the load is set forth in EXhibit No. A-4. 
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1"A15 exhibit sh'ows that for seven customers1:the proposed rates would 

red.uce the annua.l revenue by $353,000 and after .allowing tor $190.,000 
- . 

decrease in income taxes, the net reduction would be $163)OOO~ this 

would have the effect of lowering Pacific's rate of return on its Gas 
I 

Department operations from 5.64 to 5.60 per cent. It. Pacific lost 

'the entire bUSiness a revenue loss of $7,38l,000 is estimated to 

result. The corresponding saving in cost· of gas and taxes would be 

$6) 5'22,000 and the net revenue would decrease by $$59,000. The effect 

woUld be to lower the rate of return from 5.64 to ,.40 per cent. 

Contract Term 

Applicant is proposing that the initial term of contract ~. 

for three years and continue in force from year to year thereafter 

subject to termination on 30 days' notice betore the end of any 

period. The California Manufacturers Association was opposed to a 

three-year contract provision and urged that the present one-year 

contract period be continued particularly for old established custom­

ers where no- added. serVice investment. is 'being made.. Paeifie 

indicated it needed a three-year minimum period with year to year 

extension proviSions to guard against customers switching back and 

forth between oil and gas to take advantage of a temporarily 

depressed oil market. 

1 The seven customers involved and their actual annual usage for 1954 and revenues under current rate levels are: 
Company ~. 

Permanente Cement· S, 3,52,196 
Calaveras' C'ement 3,567,540 
C & H Sugar 3,l47,262 
U. S. Steel 2,623,$69' 
SprecKes Sugar (Salinas) 2,062,472-
Spreckles Sugar (Woodland) 1,407,764 
Holly Sugar (Alvarado) lJt06,g~6 

Total ~, 67,9~ 

.. 6-

Revenues 
$2~7S0,OOO 
1, l52" ,,000 . 
l,,0J:6,,000 

8'408,000; 
689,000· 
457,000 
~~. 000 

7, :066 



Minimum Char~e Level 

The stat! representative through cross-examination brought 

out the tact that the $16,000 monthly minim'Um was based on the judg ... 

ment o! Pacific's officials·. Counsel for the Cali.fornia Manufacturers 

AssoCiation opposed upward revision of the minimum charge by the 

Commission because. of the fact that it would increase the rates to 

c~rtain.· existing customers on Schedules Nos. 0-52 or 0-93 Without a 

proper showing. 

Public Objections 

The City of Fresno, by Resolution No. 42$2 of the City. 
" 

Commission, objected to the proposed. decrease to Permanenteon·the 

grounds that l~ge customers with an alternative source of fuel can 

use this :fact to obtain rate reductions at the expense of home owners 

and others who cannot switch back and forth between one type o~.!uel 

and another. The City of Ro·seville, by letter dated June 17, 1955, 

the City of Modesto, by letter dated June l3, 1955, and. the CIO.-. 

California Industrial Union Council, by letter dated June l;, 1955', .. 

entered similar types of objections to the proposed lower rates. 

Pacificts answer to· these object.ions was that it is not request.ing to 

increase the domestic and commercial rates to offset the reduction in 

revenue, but that it is to the domestic and commercial customers' 

advantage in the long run. to retain the interrupti ole b\lsiness~ .. 
Findings. and Conclusions ~ 

tVhen investigating the natural gas situation in the past and 

when acting on requests for increasing the quantity of out-or-state 

sas, the Commission has always conSidered all factors before it bear­

~ng on the propriety and justification of the proposals, conSidering 

both current and future conditions. The interruptible load has pro­

vided a valuable means of balancing the sharp peak load o£.the 

domestic and commerCial classes and provides, a deSirable outlet for 



gas during the of'fpeak season. This has 'been one of the elements in 

maintaining the. rates to' all consumers at reasonable levels.. The 

Commission is not 'LlIlmind.t'ul of the importance of underground storage 

i'acilities, and in its Decision No. 49127, dated September ':22, 1953, 
, . 

the COmmission recommended' that the several gas utilities in' this, 
. ' 

state take cooperative action. to investigate the development or: new' 

underground or seasonal storage projects in the state. 

Atter con~idering the evidence of record and the statements 

i'or and protests against the proposed interruptible rates, it is the 

Commission T s .finding and conclusion that currently' it is in the, 
.. 

public interest, as well as of benefit to PaCific's domestic and 

comercial customers, to permit Pacific to meet the competition, or 

high viscosity fuel oil by offering new and lower interruptible rate 
"'a.r~ .(:4.f:ts w ......... 

The evidence in the record shows that in so far as the .. 
?ermanente and Calaveras Cement Companies are concerned it will 'be 

. , 

necessary for applicant to red.uce its rates as. proposed 1£ it is· to 

retain the business. However, no affirmative showing has been made 

with respect to the other rive customers who would receive reductions 

under the applicant f s· proposal. A Witness for Pacific testified 

that he did not know what the situation is with respect to the 

ability of the other five customers to obtain and utilize high viscos­

ity fuel oil. The witness further testified that, in so far as he 

knew, Pacific has received no no~ices from cus~omers: served under 

present Schedules: Nos. G-50, G-52 and ~93' canceling their present 

c'ontracts. While it appears reasonable to permit Pacific to file 

tariff's to meet competitive situations with regard to the two cement - -' . . 
companies, the Commission is of the opinion that a sufficient showing 

has. not been made with regard t.o other Cus,tox:l(:)rs served or expected 

to be served under Schedules Nos. G-52 and G-93. 

-$-
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...... : ~ , 

, • ~ r ' . .-. :,.,.......' 

According to the e.vidence in this proceeding at least one 

of the cement companies. wo~ld,have to sign a contract having an 
't .,1 , 

initial term of three years with a one year termination clause in 

order to obtain high viscosity tuel oil at costs·: competitive With 

gas. Accordingly, PaCific's· request for an initial three-year 

contract term for gas s~rvice appears reasonable for service to the 
cement companies. 

In view of~he objection to revision of the minimum charges 

or contract' terms of exist'ing Schedules Nos. ~S2 and G-93, it appears 

that PaCific should be permitted to file, if it so elects, one new .. 
schedule to be d.esignated Sched.ule No .. G-SJ, rather than to make 

• "..# 

effective the proposed revised Schedules Nos. G-S2 and 0-93. 

SChedule' No. G-53 should be designed to inclUde the service area, 

rate levels, the requirement for a three-year service contract. and 

other pro'visions Suggested for proposed Schedule No. G-S2' and a mini­

mum c~ge of $70,000 monthly, accumulative annually. On such a baSis 

Application No. "36765 will be denied as the CommiSSion does not ,look 
" , , 

with favor on special rate contracts where the business can be. served 
• \ ; , '" I .," .:' , :: •. 

on a regularly filed tariff .:~'; The tiling mad~ by, Ad.Vice·.No,.,. ~45-G Will 
• \ ' , : ,. " • '..:, I : 

be 'pe'rmanently suspended., If Pacific elects "'to ~'-file a new Schedule 

No. G-5.3, it should develop an ~equ1table plan for ·curtailment .. ··of 
..... " I' interruptible customers along the lines of the 'proposed curtailment 

- 1"'" j.' ~ I \~:' ~ , .,.' 

plan testified toby a witness 'for PaCific in thi's proc1e'eding:.· Such 
" '. 

plan should 'be submi tt-ed 'to the CommiSSion for i'ts:' review.' 

o R D E R -- ..... --... 

The Commission having considered the request of the Pacific 

Gas and Electric Company for authorization to enter into. a special 

agreement with Permanente Cement Company and being of the opinion 

that the application should be denied; and the Commission haVing on 
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its oWn motion $uSp.ended the ef'f'ecti ve date of Tari.f':f' Sheets 

Nos. 3767-0 to 3770-G, inclusive, riled under Advice No~ 245-G by 

Pacific Gas and Electric Company, which sheets comprise a revision 

of Schedules Nos. G-52 and 0-93, Interruptible Service; and having 

on its own motion instituted an investigation into the propriety and 

reasonableness of said Schedules Nos·. G-52 and G-93; public hearing 

having been held; the matter having been submitted and the COmmission 

being of the opinion that the said schedules are unrea$onab~e and the 

filing should be permanently suspended and that a new schedule simi­

lar to the proposed Schedule No. G-52, but with a minim't.lm monthly 

charge of $70,000 accumulative annually, is reasonable; there.f'or, 

IT IS ORDERED as follows: 

l~ Application No. 36765, is hereby denied. 

2. The suspension of tariff sheets Nos. 3767 to 
3770-G.z.. inclusive, covering Schedules Nos. 0..52 
and cr-.,..3, Interruptible Natural Gas SerVice, 
be and it is hereby made permanent • 

.3. Pacific Gas and Electric Company may) if it so 
elects, file in quadruplicate with this 
Commission; after the effective date of this 
order, in conformity with General Order No. 96, 
SChedule No. G-53 With serving areas, rates and 
conditions as contemplated in proposed revised 
Schedule No. G-52 except that the minimum charge 
shall be $70;000 per month, accumulative annually, 
to be effective upon five days' notice to the 
Commission and to the public for service furnished 
on and after the effective date. 

4. Pacific Gas and Electric.Company; if it elects 
to file Schedule No~· c.:.;3, shall file a revised 
plan for curtailment of interruptible customers, 



:aeeeptable to this Commission, within sixty 
'd.ays after the e.t."£ective'· date o£' this order. 

, '., ." / ". ,," ....... / 
The effective d.ate of this order'''shal.l, b'e!-t;wentT~day~, after 

I, ",., 

the date hereof • ~ '."" .. - .' 

. o~. 2:~ated at --------, California, this i2cf# day 
J. ~_ , 195~. 

(j', . 

esident 

• 
,/ ;>:/" ,/. ,.... . 

V'/~- . 
~ ~~SS10ners 
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I. IST OF APPEARANCES " 

'., ,~'-, .. , 

Interested Porties: City of: San Fr.8l'leisco" by Dion R. H¢lm end bul't, ~et; 
CalitOrn!4 Manuf'llcturers Association, by geotggD. Riye:; or Brobeck" 
Phleger & Harrison; Pel'Ill&lente Cement ComPSll1, by !V,mlftth M. RobinSon end 
P. S4 F.s:!D; Calaveras Cement ComP8llY, ,by John EllUl1p CoghlM, or Ch1elCerlng 
& Gregory;, Monolith Portlant Cement ComPfltly, 'by NotmM Ell1Q.U of: Ezlright & 
Elliott and Wflldo A. GU1~tt; Bay Shell Company, by Nt E ... KeJl~; Kaiser 
Aluminum &: Chemical Corporation, by Lllllang, J2, KUdOl;£h;, Ameriem Smelt1llg 
and. Ret~ ComP8:Q1" 07 WI! S. WQ,; Sing. Hop CompSIlY and Gentry- Division 
or COrlGol1dated Grocer" Corporation, by W. 'p ... Me.cKay. " 

Prote~tanto: 011 Producers Agency or CalifOrnia, by Eo'bftrt ~. 'P;r1QX: and 
B9bert S. Tnl in .. 

For the COlXlmiss1on etaf'f': M..:r. Kimball. 

" , 


