Decision No. _S 10990

e

BEFGKE ‘THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the“Matver of the Application of
PACIFIC  GAS AND 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 conditions of an agreement with
CALIFORNIA- PORTLAND CEMENT CCMPANY
dated April 28, 1955. . = .,
' (Gas -\Inzerruptiblg},_.g; -

-

~Application No. 37028
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".F, 7. Searls-and .John C. Morrissey, for applicant.
Wallace K. Downey, for California Portland Cement
Company; Waldo A. Gillette amd Enright & Elliott,
by Joseph . T. Zaright, for Monolith Portland
Cement Campany; J. J. Deuel, for California
. Farm Bureau Federation; interested parties.
Robert O.-Randall,:for the Commission staff.
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CPINION

STEER IS

Pacific-Gasman&fElectric Company, by the above-entitled
" application filed June id¢r1955, requests an order authorizing
- applicant to carr§xout thé terns and conditions of an agreement
i"détéd”kﬁfilgzsb41955,,Mixh.Califprnia Portland Cement Compaqy.
,ﬁ,cﬁereiﬁaftérﬂéomezimesgrefegred,pq as the Cemenszompany),-relatiQe
' to the supply of .natural -gas.service on an interruptible basis.
Abp&icant%proposes to provide service to a new plant‘of';he'Cement
Company located about 8-1/2 miles west of Mojave in KernfCounzy.
A public hearing was held in Los Angeles befbré“Ekaminer¢C§rl E.
: -Crenshaw'on_vAugust 18, 1955. o

\'Préposed Agreement

The proposed agreement is for a term of three ‘years and
is essentially for the sale of nmatural gas on an interrﬁptible

basis at a special rate. The record shows that this contract
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contains the usuwal conditions of applicant's standard form
contracts for interruptible natural gas service on f£ile with the
Commission but provides for a special rate which is the same as
that provided in the contracts recently entered into with the
American Potash and Chemical Corporation and West End Chemical
Corporation (hereinafter sometimes referred t¢ as the Chemical
Corporations), for interruptible gas service in the Troné area,
which contracts were approved by this Commission in Decision

No. 51666 dated July 12, 1955, Applications Nos. 36890 and ?6891.

Cost of Installation and Payment Therefor

The proposed agreement is silent as to the payment by
the Cement Compeny of the cost of main installation necessary to
provide this service. However, applicant submitted as Exhibit
No. 4 at the hearing, copies of its filed fomm enzitled,
"Agreement for Gas Distribution Main Extension or Enlargement of
Capacities (Interruptible Natwral Gas Service), (Cal. P.U.C. Sheet
No. 2919-G). This is the normal agreement used by applicant in
providing for payment by the customer of the ¢ost of installation
of main necessary for interruptible ser&ice. It-ﬁas stated by

'applicant's witness that it will be necessary to install approxi-
mately 5,520 feet of b6-inch main to supply the Cement Company's

plant. The agreement for the main extension shows that the

Cement Company has paid applicant the sum of %35,490, which is

stated to be the cost of the main extension adequate to deliver

to the Cement Company interruptible natural gas at a rate of

flow whick shall not exceed an howrly maximum of 88&;000 cuolc feet.
Witness for appliéant testified that the Cement Company

plans progressively to install a total of four kilns and related

facilities, each such unit having an estimated maximum gas

requirement of approximately 221 Mcf per hour, or a total estimated
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'maximuﬁ requirement of ésa;mcf éér 53;5. In addition, there are
several isolated 1tems of load at the plant, such as space
heaters and water heatcrs, which will be served under applicant's
Firm Industrial Schedule No. G-ho.v Sueh fim load is presently
estimated to have a max;mum requirement of 3.325 Mcf per hour.

In Exhibit No. 5 applzcant‘presented copies of its standard form
of Gas Service Contract fé; Firm Industrial Service om Schedule
No. G-40, setting forth thé above-mentioned maximum hourly firm

demand .

Exhibit No. 7 sets forth the capital cost estimates

for the pipeline facilities necéssary to serve the California
Portland Cement Company, as follows:
Survey arnd Rights of Wéy $ 600
Transmission Line Tap and Main to '
Primary Regulation Site 1,200
Primary Regulation, Heater and
Fence at Site - 14,500

Installation of 5,520 feet of b6-inch Main,
including Surveys and Rzghzs of Way 1,677

Overheads at 15% : L,6L6

Total Transmission and .
Distribution Facllmtmes $35,623
Mevers, Regulators and Other Facilities 4
installed at Applicant’'s Expense 20,02

Total Cost of Project $55,6L6

In Exhibit No. 8 applicant's witness set forth the appor-
tiomment of such expenses to the firm and interruptible services.
This witness apportioned to the interruptible service all of the
zain extension involved, or a total of $35,623. Of the facilivies
to be installed at Company expense; approximately $2;000‘is-the
cost of those facilities installed directly for the firm service;
while the balance, or $18,023, is applicadble to those faciiities
installed solely for the interrupﬁible service. Applicant's
witness, however, testified thattii determining the payment to be
nade for facilities installed for interruptible service in

~3a
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. QCcordance with the Company's Rule and Regulation No. 15) the

ratio between the maximum hourly reQuirement for interruptible

.Service and the maximum hourly~requ1renent for: £{rm service

... was applied to the cost of the transm;ssion and distributlen

facilities of $35, 623 in order to determzne“the cosc of thet
portion of those facilities which were installed solely for the
interruptible service. This ratio of Q. 9962, when applied to
the cost; resulted in the amount of $35,490 shown in Exhibit No. 4.
The contract provides that, should the Cement Company
discontinue service prior to the end of the three~year period,
the Cement Company shall pay the actual cost to applicant of the
installacion and removal of those facilities installed at
abpllcant's expense, less the salvage value of such facilities,
sach «cost not to exceed the sum of $10,000. This latter provision
was scated to be comsistent with applicant's usual procedure
wnder Rule"end Regulation No. 13 for handling temporary'service,
The record ohcws that a major portxon of this line
axtension wzll be 1nstalled upon private rights of way which have
already been obtained by applicamt. For those portions of the.
exzension.to be installed in public roads, counsel for applicant
 stated that applicant was the owner of a franchise Ordinance
Neo. 242, zranted co a predecessor of applicant by the Board of
Supervisc 3 of the Councy of Kern, the exercise of which was
'auchorized by this Commission' s Decision No. 34492 dated August 12
i9LL (Aprlication Now 23155). Counsel also stated that it held
further Tights In'Kern County, authorized by this Commission
in Decision No. 42060 dated Jarmhary 25, 1549 (Application
No. 295k8) which matter redated maiirly to the so-called

2

Topock-M4lpitas pipeline; and a franchise granted by Ordinance

¥o. 372 of the County of Kern to the Coast Counties Gas and
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Electric Company, the exercise -of which was authorized by this

Commission in Decision No. 34725 dated November 4, 1941, which

franchise was acquiréd by applicant upor its merger with Coast

Counties.

Special Rate Proposed ' o

A

The special rate proposed in this agreement wasj at

S

¥
-

the time of the signing of the agreement, identicalﬁwi&p(applicanth
Interruptible Schedule No. G-50, except that an additional block
waélprovided for gas used in excess oijQ;OOO'Mcf pe:ngbnth, the
efféétivé rate for which (based on $1.90 per Sarrel oil;gnd
llOéLBtu gas)_woﬁld be 30.4¢. The rate contains the saﬁé fuel

oil price adjustment clause as applicant’s Schedule No. G~50.

In addivion, the rate'set forth in the agreement contains a
contingent offsep,cbargé ¢lause stating that the base rate .
includes an offset charge of’l;2¢ per Mef in accordance withw:
Decision No. 50744 of this Commission; such charge being subject

to possible refund; a minimum charge clause calling for a minimum
of $16,000 per month which is not cumulative; and a clause relating
the prdposed schedule to applicant's filed tariffs which feads

as follows:

"In the event that an increase or descrease in
Pacific's Schedule G-50, entitled 'Interruptible’
Natural Gas Service', a copy of which is attached
hereto, becames effective or said Schedule G-50
is superseded by scme other schedule of rates and
char%es for interruptible gas service, then
Pacific shall Ye entitled to increase or decrease
the above schedule of rates and charges commensur-
ately thercto upon authorization of such inerease
or decrease in accordance with law."

With the exception of the clause relative to the contingent
offset charge, the rates and their associated special conditions
as shown in this proposed agreement are the same as the rates

and special conditions applicable to the service to the two -

Chemical Corporations. Applicant's witness testified that the

—5-
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above-ment:.oned offset clause would apply only to the f:u:'st
20 ,000 Mcf per month under thzs ‘contract. This wztness further
stated. that while the rate provided in the speclal concracts with
the Chemical Corporatzons‘dcea not contain the of{getfclause
referred;tc‘abcve, applicaﬁt would be willing tcﬁmagé;a proportion=
ate refpnd.to tﬁose ¢companies, were such a refun@‘cycptdglly to
maverialize, as if their contracts contained this clause!

-With reference to the clause whereby these :a?cs‘are
tied to the rates in Schedule No. G-50, applicant's witness pointed
out that certain changes in the effective rate to be charged under
this agreement have occurred since its execution,';As permitted
Yy Decision No. 51360 dated April 19, 1955, Appliﬁétioﬁ No. '36635,
applicant placed in effeet an offset increase ‘in Schedule No;TG-SO,
and also placed in effect a new schedule designateq(éS*Schedule
No. G-52, both authorized to be effective May 25, ;§55;ﬁ This:
new Schedule No. G-52 was made applicable %o certain large users
prevzously served under the existing Schedule No._G-SO. Schedule
No. G-52 provides a rate whick is the same as the existlng
Schedule No. G-50, with the offsets applied in accordance with
Decxsmon No. 51360, except that all usage in excess of lO ,000 Mef

per'pcnzh is priced at an effective rate (for-liop Bty gas and a

posted price of fuel oil.of $1.90 per barrel), of 3j:é} per Mcf;

and that a monthly minimum of $16,000, accumula;;veJégnually,

I O

is regquired.
As shown above, the contract provides that thc rates therein

. shall move concurrently with any change in rates of Schedule

No. G~50, or some superseding schedule. Applmcant contended that

Schedule No. G-52 could be considered a supersedlng schedule to

at least a portion of the existing Schedule No. G-50 and, for this

reason, applicant has interpreted the contract as permitting

O,
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Schedule No. G-52 to be currently controlling, which dees not
appear to be an unreasomable interpretation ‘of the agreement.
On the basis of the above interpretation it was testified that
the effective rates to be charged the Cement Company upon this
contract's becoming effective, and assuming'no further changes
in Schedule No. G-52 prior to that time, will be as follows:

: .Effective Rates
Commodity Charge . LI00 Btu per Mef

First 1,000 Mcf per Month
Next 2 OOO

Next 3, 7000 "

Next &, 7000 ™ "

Next 10 OOO "

Over 20 OOO n

Reason for Special Rate

Witness representing the California Portland Cemént
Company, testified that this cemont plant could not econemically
purchase natural gzas for its use at the rates in Interruptible
Schedules Nos. G-50, G-52, or G-53 as presently filed. He
further testified that a thorough investigation of the cost of
providing fuel for this piant showed that fuel oil could be

currently delivered to the plant at a price between $l.70rapd

$1.75 per barrel. This study took into account the availability

of fuel oil at reduced rates from small refineries, which the
Cement Company would be in a position to purchaoo, and also took
into account the economies which could be achzeved by the use

of dusl-purpose vehicles to haul oil %o the plant, returning tor
the Los Angeles area with bulk cement. The contract price for

gas set forth in the proposed agreement is equivalent, in his opin-
ion, to oil at approximately %1.84 per barrel. He testified
however, that the use of fuel oil and gas cannot be compared
strictly on a hoatzng value basis, claiming that fuel oil is

approximately "6 per cent more efficient in a2 cement kiln than is gas.

e
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This witness' position was that, despite the slightly lower
efficiency obtainable through the use of gas and despite the slight
price differential, sufficient savings could be made over the

cost of handling fuel oil to permit the use of natural gas in

this plant, but only if it were available at the rates provided

for in this agreement.

A witness for applicant showed, in Bxhibit No. 10, an

estimate of the revenue and expenses assoclated with this proposed
sale of interruptible gas. By relating the net revenue to be
derived therefrom to the total net revenues of the gas departament
of applicant, he asserted that this service would not resul; in
any loss in net revenue but would, according to his figures,
slightly increase the net revenue of the gas department. It was
this witness' conclusion that, in spite of the fact that applicant
proposes to serve this customer at less than the regularly filed
rates now in effect, it would be advantageous to applicant, and

to the custamers of applicant as a whole, for it to take on this

business at the rate provided for in the agreement.

Conclusions

From the evidence in this procéeding it appears that
sales at the preferential rate offered the California Portland
Cement Company will not be detrimental to the existing customers
of applicant, and that the special rate is necessary to mecet
competition from other fuels. The representative of the California
Portland Cement Company tesvified %o the effect that his plant
would be ready to operate early in September and that to start
ﬁp such a plant on fuei oil would bg a difficult and possibl& hazard-
ous procedure due to the greater difficulty of control of fuel oil
firing. In the interest, therefore, of making the needed gas
service available to this customer as promptly as possible, we will

authorize this agreement to be effective on the effective date of

the order herein.
- 3
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The Commission has often expreseed itself as opposed
to the rendering of service at rates not filed, and thus not
readily available for public imspection. A basic reason for this
opposition is exemplified by the very situation here involved.
We believe that applicant should file this schedule of ra;es‘so
that it will be readily available for inspection by any persons
desirous of determining the best rate under which they might obtain
serviée from applicant. Applicant contended that this schedule
shoul& not be filed, as it is designed solely to mecet competition
and, further, that there are now customers taking service under
Schgdule No. G~52 who would receive a reduction if such a schedule
were filed, thus resulting in a reduction of revenue without
sufficient justification before this Commission. We agree that
this schedule should be available only under certain limited circum-
stances, but we are of the opinion that the public is eititled 1o
notice as to its existence. Moreover, the law requires such filing
(Sec. 489, Public Utilities Code).

The Commission, in approving contracts with the Chemical
Corporations, stated in the opinion in Decision No. 51666:

"While the contracts covering service to the

Chemical Corporations are authorized in the

order herein, the Commission is of the opinicen

.that, in gemeral, it is desirable to have all .

service furnished under filed tariffs. Accord-

ingly, the applicant should review the feasibil-

ity of filing tariffs to cover the services to

the two Chemical Corporations.”

In this proceeding the necessity for having a filed
tariff to cover the service to the Cement Company is clearly appar-
ent since the record shows ihat an interprgtation of the contract
was necessary on the part of applicant before it could state .

definitely at the hearing the exact rates to be charged. Accord-

ingly, the order herein will require applicant to file tariffs,
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service arca map and form of comtract covering the interruptible
service provided for in the agreement authorized herein in the
general vicirnity of the Cement Company.

As stated in our decision with reference to the Chemical
Corporations, the Commission is of the opinion that it would be W
desirable.to have a tariff filed for service to those corporations.
Since the rates for service to the Cement Company and to the
Chemical Corporations are the same, a single tariff would be
desirable with the service area delineated to includé both the
area in the vieinity of Mojave and the area in the’vicinity of
Trona. In view of the testimony of a witness for applicant that
the company would be willing, in effect, to make possible refunds
on the basis of the rates to the Chemical Corporations including
an offset charge of 1.2¢ in the first five blocks, it appears

highly desirable that this offset charge be set forth in normal
tariff form.

The above-entitled application having been filed, a

public hearing having been held, the matter having been submitted

and now being ready for decision, therefore
IT IS HEREBY ORDERED that:

1. Applicant be and it is authorized to carry out the terms
and conditions of a written agreement dated April 28; 1955, withﬁ
California Portland Cement Company and w render the service
described therein, under the terms, charges and conditions stated
therein, subject to the following conditions:

a. That applicant file with the Commission within
thirty days after the effective date of this order
three certified copies of the agreement as executed.
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b. Applicant shall notify this Commission in
writing of the date service is first rendered
under this agreement within thirty days after
such commencement of service.

Applicant shall notify this Commission of the
date of termination of this agreement within
thirty days from and after said date of termi-
nation.

IT IS EEREBY FURTHER ORDERED as follows:
2. Applicant is authorized and directed to file in quadru-

plicate, within thirty days after the effective date of this order,

in conformity with General Order No. 96, a schedule of rates,
service area map and form of contract covering the interruptible
service provided for in the agreement authorized herein in the
general #icinity of the California Portland Cement Company.
Applicant may provide for the furnishing of service to the American
Potash & Chemical Corporation and to the Vest End Chemical
Corpot:gktf_i'on in the above-required tariff schedules.

o H?he authorization herein granted to carry out the terms
and conditibns in the written agreement shall lapse if not exercised
within one year from the date hereof.

The effective date of this order with respect to the
authorization to carry out the terms and conditions of the written
agreemenﬁ and to render the service described therein shall be the
date hereof; in all other respects the effective date of this order

shall be twenty days after the date hereof.

/ Dated at San Franejsco _
of MIHT pee AP 4] 1955. ‘
/ | ! N

- President
g lsszsr)

T

commissioners




