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BEFORE 'THE 'Pu?LIC', tiTItinESCOMMISSION OF THE STATE 'OF CALIFORNIA 
t ~'O" ,. ) • , '. 

I", 
.' , ., . 

I. .1. 
• 1' I,' .' 

"/ • I-

,!n the\;Matter '~~f~ :the 'Appli~~tion of ) 
'?ACIFIC: GAS AND ELEC'I'RIC" CO~v1PANY, a ) 
corporation~ >f'or. an orcler of the ) 
Public Utili ti es "Commission of the ) 
State of California authorizing ) 
applicant to carry out the terms ) 
and condi:tions of an agreement with. ) 
CALIFORNIA, PORTLAND CF.J.VlENT CCMPANY, ) 
dated April;;..2$,~ 1955. ..~;:. :~, ) 

(Gas ~ Interruptible) ,~"',,~,~, ) .\. ~::l,~~ .~ 
" ';,J. • ~, r ..... ... 

-.~ ",; . ..... ~ .:.:..:....~:.. .. ,. . 

.' 'I' '. 

Application No. 3702$ 

..... \ It 1,':"",_,' ~ ~"<"/ .. i 

:., F/ T. Searlsr and . John, C ~ Morrisser, for applicant. 
Wallace K: DowneY, for calii'ornia Portland Cement 

Compa.ny; Waldo A. Gillette ani Enright & Elliott, 
by Joseph ,1' .. Enright" for Monolith Portland 
Cement C'om,pa·ny; J."J. 'Deuel, for California 

" Farm ElJrea.u Federation; interested parties. 
Robert 0." Randall "~f<>r the Commission staff • 

. , ..... ,' 
• L 

~, ,: -

. '(' ('" 

,I ',,' 

OPINION .... --~ ............ -
.... Paeific Gas· ,and ~Electric Company, by the above..:.entit-led 

" {, ." 

" applic'ation filed' J~e iQ.~·::,·l955', request.s an order authorizing 

" applicant to carrY:::out the term~. ~nd eonditions of an agreement 

:.' dat'ed ·Apnl.2S:,'l'955 ,:wi:t.h. Cali~~rnia Portland Cement Company 

';'(1iere~na:fte"r":~ometimes{ referred. to as the Cement·"'Company), -relative . -" .. " .. . ' . 
t'o,·the "supply of .natural.·gas~.;service on an interruptible oa.sis .. 

Applicant-prop¢ses to provicle serv1c e to a new plant of the ,Cement 

. ,~ompany located about S-1/2 miles west of ~Iojave 'in Kern~'C'oUllty • 

. ~ public :~earing was held :in Los Angeles be.for~·I~·EXaminer ~C~l E. 

Cre nshaw on, August 1$, 1955. . 

. Proposed Agreement 

The proposed agreement is for a term of three ryears and 

is essentia:ly for the, sale of natural gas on an interruptible 

ba.sis at a ~pecial rate. The record shows tl'lat this . contract ' 
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contains the usual conditions of applicant's standard form 

contracts for interruptible naturcu gas service on file with the 

Commission but provides for a special rate which is the same as 

that provided in ~he contracts recently entered into' with the 

American Potash and Chemical Corporation and West End Chemical 

Corporation (hereinafter sometimes referred to as the Chemical 

Corporations), for interruptible ga.s service in the Trona area, 

which contracts were approved by this Commission in Decision 

No. 51666 dated July 12, 1955, Applications Nos. 36$90 and 36891 • . 
Cost 0 f Installation and Payment Therefor 

The proposed agreement is silent as to the payment by 

the Cement Company 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 £o~ entitled, 

~Agreement for Gas Distribution Main Extension or Enlargement of 

capacities (Interruptible Natural Gas Servicer, (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 cost of installation 

of main necessary for interruptible service. It was 3tated by 

applicant's 'Witness that it will be necessary to install approxi.

mately 57520 feet of 6-inch main to supply the Cement Company's 

plant. The agreement for the main extension shows tbat the 

Cement Company has paid applicant the sum of ~;574907 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 which shall not exceed an hourly maximum of S$4 7 000 cuoic feet. 

Witness for applicant testified that the Cement Company 

plans progressively to install a total of four kilns and related 

facilities, each such uni~ having an estimated maxim~ gas 

requirement of approximately 221 Mc! per hour, or a total estimated 
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maximum requiremen~ of SS4~Mcf per hour. In addition, there are . 

, '. 

several isolated items of load at the plant, such as space 
'"(' .. 

heaters and water heaters, "which will be served 'UIlder applicant's 
..' , 

, , 

Firm Industrial Schedule No. G~40. Such firm load is presently 
t /1. 
~ . , . 

estimated to have a maximum requirement of 3.325,Mcf per hour. 
, y. 

In Exhibit No. 5 applic~t pres'cnted copies of it's~ stanck~d form 
, '," 

of Gas Service Contract for Firm Industrial Service on Schedule 

No. G-40, setting forth the above-mentioned maximum hourly firm 

demand. 

Exhibit No. 7 sets forth the capital cost estimates 

for the pipeline facilities necessary to serve the California 

Yortland Cement Company, as follows: 
" 

Survey ar.d Rights of Way 
Transmission Line Tap and Main to 

Primary Regulation Site 
Primary Regulatio~, Heater and 

Fence at Site .'. 
Installation or 5,520 feet of 6-inch Main, 

including Surveys and Rights or Way 
Overheads at 15% . . 

Total Transmis sion and ;. 
Distribution Facilities 

Meters, Regulators and Other Facilities 
installed at Applicant's Expense 

Total Cos.t of Project 

$ 600 

1,200 

14 1 500 

14,677 
ftl 646 

$35,623 

20,02; 

$55,646 

In Exhibit No. S applicant's witness set forth the appor

tionment of' such expenses to the firm and interruptible services. 

This witness apportioned to the interruptible service all of the 

main extension involved, or a total of' ~~35,623. Of the facilities 

to be installed at Company expense; approximately $2,000 is the 

cost of' those faeiliti es installed directly for the firm service, 

while the balance, or $1$,023" is applicable to those .facilities. 

installed sole ly for the interruptible service. Applicant T s 
,. 

wi tnes s, however, testi fied that '; in determining th e' payment to be 

made for facilities installed for interruptible service in 

, . {_ ... 
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-.. aecordance with 'the Company's Rule and Regulation NO'. lSi; the 

. ratio 'between the maximum hourly requirement for interrupt,ible 

- ;:- .. serviee' and the maximum hourlY",requ1rement for: f!m.' ~ervice 
...... was applied 'eO the cost of the transmis:~ioi{ and cIfstr1but.ion 

. ;f.aeiiities of' $.35,623 in order to determi~e~~heeo$t of' 'the.t 

portion of those facilities which were installed solely for t~e 

interruptible service. This ratio of O'~9962~ ~hen a.pplied to 
" . 

'" . ~ 
the 'costi resulted in the amount of $35,490 shown in Exhibit NO.4_ 

'j ,I 

The contract provides that, should the Cement Company 

discontinue service prior to the end of the three-year period, 

the C~ment Company shall pay the actual cost to applicant of the 

installation and removal of those facilities installed at . . ~ , 

a?pl:i:'cant's expense, "less the salvage value of such faCilities, 

s~C'h '·cost not to exceed' the 'sum of $10,000. This latter provision 

~s stated tob'e consistent with applicant's usual procedure 

under RUle 'and Regulation No. l3 tor harld.ling temporary service. 

The record shows that a major port~on,of this line 
: " 

exten.s'1on will'be installe.o. ,upon priv~te rights "'of way which have 

alrea~y been ~btained by a.pplicant. For those portions of the, 

exte,n:siori. ,toce installed in pub'l1c roads, counsel for applicant 
, I 

, stated that applicant was the owner of a franchise, Ordinance 

No. 24,Z i grsn-eed to a predec'essor of applicant by the, Board of 

Supervisors o£"the County of Kern, the exercise of which was 

. author'i'Z~'d by'this: C'ommissioXl:r'S DeCision No. 34492 dated August 12, 

1941' (Ap?l:tc~t'10ri·No· ... 2jlS5). Counsel also stated 'that it held 

further 'rights: ':in::.x-ern County, authorized 1:Iy this Commission 

in De¢is!;onNo. ·4Zi+60dated Ja'ri:uary 25, 1949 (Application 

No" .. 29548) 1 Wh-1.c'h matter ~.eiated· m.iiiDly to the so-called 

To~k-~~lpitas pipeline; and a !rane~se granted by Ordinance 

~lo. 31·2 of the County of Kern to th~{'d~oast' Coik~:t~s ,Gas M'd 
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Electric Company, the exercise "0£ which was authorized by this 

,Commission in Decision No,. 3'4725 dated November 4, 19411 which 

.franchise was acquired by applicant 'Upor.:. its ~erger with Coast " 

Counties .. 

,SyecialRate Proposed 
,~ , . 

The special rate proposed in this agreemen1j '!'las'; at 

the time of the signing of t·he agreement) identical,.with .applicant"'s 
. ~, 

Interruptible Schedule No. G-$O, exoept 'that an add'itional block 
( . ''', ... . 

was provided for gas used in excess of :~O;OOO Mct per:~.mont.h, the 

effective rate for which (based on' $1.· .. 90 per barrel oil .. · .. and 
, , , .. ~ 

110Cr Btu gas). would be 30~4¢. The rate contains the same fuel 

oil pr~ce adjustment clause as applicant's Schedule No. G-SO. 

In addition, .,the :rate" set l'orth in the agreement contains a 

contingent offset., .eha·rge clause stating that the base rate 

includes an offset, .. charge of 'l.2¢ per Mcl' in accordance with'~· 

Decision No. 50744 of this Commission, such charge being sub'ject 

to possible refund; a minimum charge clause calling for a minim1.lIll 

of $16,000 per month which is not cumulative; and a clause relati:ng 

the proposed schedule to applicant's filed tariffs which reads 

as follows: 

ttIn the event th2. t an increase or decrease in 
Pacific f s Schedule G-50 1 entitled t Interruptible' '. 
Natural Gas Service', a copy of which is attached 
hereto, becomes effective or said Schedule G-50 
is superseded by some other schedule of rates and 
charges for interruptible gas service, then 
Pacific shall be entitled to increase or decrease 
the above schedule of rates and charges commensur
ately thereto upon authorization of such increase 
or deerease in accordance with law." 

With the excepti~n of the clause relative to t}:e contingent 

offoet 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 

Chemieal Corporations. Applicant's witness testified that the 
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above-me~~i?ned offset clause would apply onli to tre . .f'irst. 
:,; . 20 7000 Me£' per month unde.r this ·contract .. This witness' further . 

" . 
stated. that while the rate provided in the speciai":~~~t~racts wi tll 

I . ' •. f I', 

the Chemical Corporations does not contain the o£tset,clause 
. , ,.J' ".,. i ! ,t' 

referred to ab~ve 1 applicant would be willing t~::make. a proportion,..;. 
. I. ". 

ate ref~ to those companies, were such a refun~ ev,~~t~llY to 

materialize, as if their contracts contained this cl~u~'~ 
. , 

. With reference to the clause whereby these rates' are 
. .., . , . 

I 

tied to the 'rates in Schedule No. G-50, applican~'s witness pointed 

out that certain changes in the effective rate to; be charged under . . . 
this agreem~nt have occurred since its exeeution~ ',As permitted 

,;,., . , 

by Deci;sion. No .. 51360 dated April 19, 1955, Appli:cation ~Jo. '36635, 

applicant;;placed 'in effect an offset increase ;in Schedule No. "':G-50, 

and also placed in ef! eet a new schedule designated' gs"> Sched.ule 

No. G-52,. both authorized to be effective ~ay 25, 1955~' 'l'his·~.: 

new Schedule No. 0-52 was made applicable to certain large 'users 

previously served under the existing Schedule No·. G-50. Schedule. 

No .,G-52 provides a rate which is the same as the . existing 

Schedule No. G-50, with tJ::e offsets applied i'ri. accordanc e with" 
~ .. ,I' 

Decision No. 51360, except that all usage in excess of 10,000 Me!: 

per l:lonth is priced at an effective rate (for -110q Btu gas and a 
, . 

po~ted price of fuel oil.,of $1 .. 90 per barrel) 1 of 3j;i¢ per Mef; 
. 'J 

.: . /~ 
and that a monthly minimum of ~~16,ooO, accumulative annually, 

" 
il,. ('to,' is required. .. 

" , 

As shown .above, the contract provides that the rates therein 

shall move concurrently with any change in rates of Schedule I 

" 
, ..... 

No. G-50, or some superseding schedule. Applicanteontended .. t,hat 
• .I, 

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

at least a portion of the existing Schedule No. 0-50 and, for this 

reason, applicant has interpreted the contract as permitting 

-6-. 
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Schedule No. G-52 to be currently controlling, which does not 

appear to be an unreasonable interpretation 'of the agreement. 

On the basis of 'the ,;J,bove interpretation it was testified that 

the effective rates to be charged the Cement Company upon this 

contract T s becoming ef£ecti ve, and ass'Jllling ,no .further c-hanges 
, 

in Schedule No. 0-52 prior to t~t time, wil:l be as follows-: 

Commodity Charge, 

First 
Next 
Next 
Next 
Next 
Over 

1,OOOMcf per Month 
2 000 w " w 
3:000 " " " 
4 000 " " " 

10:000 " " ff 

20,000" " " 

Reason for SpeCial Rate 

Eff'e'cti ve Rates 
:' lIOQ Btu per Mef 

43.5¢ 
.39 .. ,$¢ 
3S.S¢ 
37 .. S¢ 
33.'l¢ 
30.4¢ 

Witness representing the California Portland Cement 

C(,mpany, testified that this cem~nt plant could not economically 

purchase natural gas for its use at the rates in Interruptible 

Schedules Nos. G-50, G-521 or G-53 a~ presently filed.. He 

further testified that a thorough investigation of the cost of 

providing fuel for this plant showed that fuel oil could be 

currently delivered to the plant at a pric'e between $:'. 70 ar,~d 

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

of fuel oil at reduced rates from small refineries" which the 

Cemen't Company wO'l.l.ld be in a position to purchase, and also took 
" , 

into account the economies which could be achieved by the use 

of dual-purpose vehicles to haul oil to the plant, returning to 

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 :i;;1.S4 per barrel.. He testified, 

however, that the use of fuel oil and gas cannot be compare~ 

strictly on a heating value baSis, claiming that fuel oil i$ 

approximately "6 per cent more efficient in a cement kiln than is gas. 
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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 availaole at the rates provided 

for in thi~ agreement. 

A witness for applicant showed l' in Exhibit No. 10, an 

estimate of the revenue and expenses associated with this proposed 

sale of interruptible gas. By relating the net revenue to be 

derived therefrom to the total net revenues of the gas department 

of applicant, he asserted that this service would not result in 

any loss in not revenue but WOUld, accordi~ to his figures, 

slightly increase the ;let revenue of the gas department. It was 

this witness' conclusion that, in spite of the fact tha.t applicant 

proposes to serve this customer at less than the regularly filed 

rat~s now in effect, it would be advantageous to applicant, and 

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

b~siness at the rate provided for in the agreement. 
Conclusions 

From the evidence in this proceeding it appears that 

sales at the preferential rate offered the California Portland 

Cement Co~panY'will not be detr~ental to the existing customers 

of applicant" and that the special rate is necessary to meet 

competition from other fuels. The representative of tho California. 

?ortland. Cement Company testified to the effect that his plant 

would be ready to operate early in September and that to start 

up such a plant on fuel oil would be a difficult and possibly hazard

·ous procedure due to the greater difficulty of control of fu~l oil 

firing. In the interest, therefore 1 o£ making the needed gas 

service available to this customer as promptly as possible 1 we will 

authorize this agreement to be effective on the effective date of 
the order herein. 
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The Commis·sion has often expressed itself as op;?osed 

to- the rendering of service at rates not filed, and thus· not 

readily availab-le for public inspection. A basic reason. tor this 

opposition ~s exemplified by the very situation here involved. 

'ile beliave that applicant :should .file this schedule of rates so 

that it will be readily available for inspection by any persons 

d.e~irous of det:ermining the best rat·e under l'lhich they might obtain 

service from applicant'. Applicant contended that this schedule 

should not be filed, as it is designed solely to meet competition 

and, further, that there are now customers taking service under 

Schedule 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 entitled 'to 

notice as to its existence. Moreover, the law requires suCh rilir~ 

(Sec. 4S9, Public Utilities Code). 

The CommiSsion, in approving contracts with the Chemical 
I , 

Corporations, stated in the opinion in Decision No. 51666: 
, 

1T~lhile the contracts covering service to the 
Chemical Corporations are authorize~ in the 
order herein, the Commission is of the opinion 

. that, in general, it is desirable to· have all 
service furnished under filed tariffs. Accord-' 
ingly, the applicant should review the feasibil
ity or filing tariffs to cover the services to 
the two Chemical Corporations." 

In thi$ proceeding the necessity for having a filed 

tariff to cover the service to the Cement Company is clearly appar

ent since the record shows that an interpretation of the cont.ract 

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 tariff SI 
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service area map and .form or eon'trs'e1:/" covering the interruptib~e 

service provided for in the agreement authorized herein in the 

general vicir.ity of the Cement Compa~y .. 
,. 

As stated in our decision with reference to the Chemical 
", 

Corporati~ns, the Commission is of the opinion that it would be 

desirable,. to have a tariff filed for service to th~so corporations" •. - , 

Since the rates for service to the Cement Company and to the 

Chemical Corporations are the same 1 a single tariff would 'be 

desirable ·~th the serv~ce area delineated to include both the 
" , 

area in the vicinity of i~ojave and the area in the vicinity of 

Trona. In view of the testimony of a witness for applicant t~..at, 

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 .. 

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

The above-entit,led application having been filed, a 

pub~ic hearing havilJg been held, the matter having been submitted 

and' now being ready for deciSion, therefore 

l'T IS HEREBY ORDERED th.at: 

. , ,~., : 

1. Appli:cant be and it is authorized to carry out the terms 

and conditions of a written agreement dated April 2$, 1955, with 

California Portlar..d Cement Company and to 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 eertified'c-Opies of the agreement as executed~ 

, -lO~ 
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b. Applicant shall notify this Commission in 
wri ting of the date servic e is first rendered 
under this agreement Within thirty days after 
such commencement of service. 

c. Applicant shall notify this Commission of the 
date of termination of this agreement within 
thirty days ~rom and after said date or termi
nation. 

IT IS HEREBY FURTHER ORDERED as follows: 

2. A.pplicant is authorized and directed to tile in q,uadru-
:,~ f 

plicate, within thirty days after. the effective date 0'£ 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 
'OJ' 

general vicinity of the California Portland Cement Company, 

App~.icant may provide for the furnishing of service to the American 

Potash, & Chemical Corporation and to the Ti'est End Chemical 
, . 
'. ' 

Corporation in the above-required tariff schedules. 
;' .: \;,' \' 

,The authorization herein granted to carry out the terms 

and conditions in the written agreement shall lapse if not exercised 

'Iii thin one year from the date hereof. 

The effective date of this order with respect to the 

authorization to carry out the te~s and conditions of the written 

agreement and to render the service, described therein shall oe the 

date hereo!'; in all other respects the effective date of this order 

shall be twenty days after the date hereof. 

j D9.ted at 

of y(/~4/./jJ"/J 
" j' b 

San FmneJlJco 

1 1955. 

...... 

this 2 ~;1 day 
I 


