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~), -;...; Decision No. _____ _ 

BEFORE THE PUBLIC UTILITIES CO~!XISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Applic3t1on of ) 
PACIFIC GAS AND ELECTRIC COMPANY, a ) 
corporation, for an order of the Public ) 
Utilities CommisSion of the State of ) 
Celifornia, granting and conferring ) 
upon Pacific Gas and Electric Company ) 
permission and authority to carry out ) 
tl1e terms and conditions of a written ) 
contrect with CALAVBRAS CEMBNT COMPA~~, ) 
dated March 30, 1956; and issuing to ) 
P~cific Gas and Electric Company a ) 
certificate of public convenience snd ) 
necessity to construct, install, ) 
oper~te snd msintDin the natural g3S ) 
cains and rel$ted facilities herein ) 
~entioned, and to exercise franchise ) 
rights, obtained or to be obta1n~d in ) 
connection therewith. ) 

--------------------------------) 

Applic~t1on No. 37989 
(Amended) 

F. T. SeFl!\ls, John C. Horrissey ~nd M91colm...6... MacKi~lo'Q 
for a:pplicant. 

John Ph61i~ ~~~ of Chickering & Gregory for 
Calaveras Cement Company; ~.~~'l~l. and 
B@o;rt Euzk.1n! for C~lifornia Farm B'.lrea1.1 Federetion; 
interested parties. 

George C. Young for the Commlss10n Stafr. 

o PIN ION ---_ ... _---..-

A~~licpnt's Re~uezt 

Pacific Gas and Electric Company (hereinafter referred to 

as Pacific) f1led the above-ent1tled application Hny 2, 1956, and 

filed an amendment thereto on June 1, 1956, seeking: 

1. Authority to carry out the terms and conditions of a 

written contract with Calaver~s Cement Company (here1n~fter 

referred to as Calaveras), dated March 30, 1956, copy of which is 

attached to the application as Exhibit A. 

2. A cert1fic~te declaring th8t the present and future public 

convenience and necessity require and will require construction, 
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operat10n end ma1nten~nee of 2l.55 Q1l~s of lO-1nch ~nd 8.25 miles 

of l2-inch h1gh pressure gos p1pe 11ne to p~r~llel portions of the 

ex1sting line bet~.'reen the Lt=ls Vines Heter1ng Stat10n, loct'ted west 

of the C1ty of Lod1, and D point ne~r the City of Sun tndreas, ~s 

shown on a oap ~tt~ched to the applicst10n as ~xh1bit B. 

3. A certif1c~te declar1n~ th~t the present ~nd future public 

convenience and necessity require and will require the exercise of 

the r1ght, privilege, and rrsnchi~e gr~nted to Pacific by Ordinance 

No. 222 of the Bo~rd of Supervisors of the County of C2l~ve~~s, 

effective June 20, 1956, a copy of s~1d rr~nchise being attached to 

the ~m(;ndmElnt to ~p,lic~t1on ~s 'Sxhlb1t D. 

After due not1ce, p~blic he~ring WDS held upon this 

app11c8tion on June 28: 1956 before Commissioner Ray E. Unte~einer 

and Bx~miner M. w. ~dw~rds at San Andre~s, C~1!forn1a. tt this 

he~ring app11csnt presented five exhibits and test1mony by four 

w~tn~sses 1n support of its application. The Commission st~rf, 

through a g2S en~1neer, took ~n active part in the proceed1fi8 3nd 

by cross-e:';;.1m1natlon of the witnesses helped to develop a complet~ 

record flS on ~1d to th~ Cotnr.lission in decidins this ~pplic~t1on .. 

The Californi~ Perm Bureau Federation eppe0red os ~n interested 
, 

p~rty 1n the proceeoing, cross-exam1ned the witn~s~es ~nd generally 

r~vored the ~rantinG of the applic~tion. No p~rty offered any 

objection to the epp11cnnt's proposal. 

?;;ocif1c refers to the f~ct th~t i.t is now serving 

1nterruptible g~s to Calaveras a~ a r~te of flow not to exceed 

400,000 cub1c feet per hOilr under an existing contrsct t Y t,he 

1nitial tere of which will expire August 20 t 1958. Calaveras 

, 11 Such contract was authorized in Applicet10n No. ~4118, by 
Decisions Nos. 34209 ~nd 52649. 
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proposes to install oddition~l kilns ~t its cement pl~nt ~nd has 

requested Pacific to furnish additional interruptible g~s up to a 

max1mum additional flow of 433,000 cubic feet per hour. 

Pacif1c seeks p.uthority to provide the natural g~s serv1ce 

in accordance with the terms and conditions of en agreement with 

Calaver~s, dated March 30, 1956. It is provided in the agreement 

that Pacific shall not be obligated at any time to supply interrup­

tible gas to Calaveras at a rate in excess of 833,000 cubic feet 

per hour. The contr~ct term is for 13 ye~rs ~nd C~laveras expects 

to consume gas in the quantity. of 6,400,000 Mcf per y~ar. 

The agreement provides for p~yment of a surcharge at the 

rate of 2.5 cents per ~!cf in lieu of ~ny 1mmediate ob11e~t1on of 

C~laveras to pay the 1nstoll~tion cost of that portion of said 

parallel main necessary to provide the capacity reserved for 

Celaveras' additional lo~d. It is agreed that the installation 

cost is $726,000. The agreement also provides that Calovtlras may, 

ot its option, At ~ny time, pay Pec1f1c a sum equal to the unpaid 

b~l$nce of the installation cost, plus accrued interest at the rate ~ 

of six p~r cent, ~nd thereafter the 2.5 cents per Mcf payment will 

stop; and if this cost is unpaid by the end or the l3-year term, 

Calaveras must pay the entire unpp,id b~lance. The usu~l liability, 

curtailment, st~ndby·fuel and Commission jurisdiction~l cl~uses 

hove been included in the ~ereement, as well as protective cleuses 

regordin~ the cost of installing and removing the service foc1lities 

if C~18veras term1nates the controct prior to the end of the 13-yeer 

term. 

Proposed Construction Dnd Cost 

Applic~nt plans to proviae pnd 1nstall 21.55 miles or 

new lO-inch high pressure gas main 1n San Joaquin County between 
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its Las Vinas meter1ng station, loc~ted some 6 miles west of the 

City of Lcdi, to a point some 9 miles east of the community of 

Lockeford. Said main will be oper~ted in parallel with an existing 

~ain consisting of 5.5 miles ot 6-inch pipe and a portion of 

C01av~ras' existine 8-inch service main. Also applicant plans 

to provioe and install 8.2; m11as of 12-inch high pressure gas 

oain in Caloveras County to pnrall~l, and in tiree replace, another 

portion of Csloveras' a-inch service main in on arae where there is 

dan~er of outage of the service line. At present this 8-inch 

se~v1ce line is owned by C~laverDs and ~pplic~nt has mede an 

~rrane;e:::lent to ;>urchose it from Cs.laver~s ~t a price of ~~168 ,000. 

Presdntly applicant is leasing this 8-inch line ~t an annual 

payment of :l36,600 primarily for the purpose of ser'Ving Calaveras 

Clnd some 66 other customers located adjacent to the 8-inch service 

line in Snn Joaquin Coun~y. 

The estimate of cost of the proposed additional ga~ 

facilities to serve Calaveras is set forth in Exhibit No. 4 and 

msy be summarized as follows: 

13l,1~0 feet of Land Rights 
113,784 faet of lO-inch pipe 
43,650 feet of 12-inch pipe 

Additional for valves, fittings 
Add1t10n~1 ~egulator fecilities 
Overhead construction costs 

G $0.30 per foot 
G $3.,0 per foot,instelled 
@ Z~.63 per foot,instelled 

and river crossings 
at Las Vin~s Meter Station 

(;:! 8% 
Total 

$ 39,336 
398,244 
202,100 
26,,42 
6,000 
5~, 7Z.8, 

$720,000 

In addition to the above estimsted cost Pacific estimates 

th~t meter ~nd regul~tor equipment for interruptible service to be 

installed at the site of the Calaveras Cement Plant, located some 

two miles south of the City of 3sn Andreas, will cost $13,000. 

Add i tion~l Fl=lciJ.i tv Paymep.,t 

B~cause the primary pur~o$e of this parallel pipe line 

is to serve an Ddd1t1onal 433,000 cubic fect per hour of 
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interruptible S~S to the Ca1~ver~s Cement Pl~nt, applic~ntts Rule 

and Regulation No. 15 requires th~t the eost thereof be p&1d by 

the customer. In connection with its negot1~tions to take over the 

existing service line, P$c1fic of!~red to ed7~nce the ~~726,000 

provided Calaveras pay it beck at the rate of 2.5 cents per Mcf on 

future lnterrupt1ble $9S purcha~es. Pacific's Exhibit No. ; 

1ndic~t~s that the ~726,OOO princip$l amount plus ~1~7,794 1nter~st 

(at 6% per onnum rate) should be paid off in less than 6 years. 

Pacific states that it intends to pay the cost of 

con~tructing and completinG ~aid par~llel gas main out of its 

income and f.~om funds in its tre~sury not obtained from the issue 

cf securities ~nd/or from such funds as it may obtsin by the issue 

of such of applicsnts' stoc~s, bonds, notes or oth~r evidences of 

indebtedness as the CommiSSion shall here$fter upon proper 

application authorize for that purpose~ 

It should be pOinted out that the ~.5 cents per }fcf payment 

is in addition to the regul~r rates prescribed by P~cificts 

Schedule G-53 for interruptible g~s service. 

~conomics of Project 

Pacific r~presents that the expenditures for the proposed 

adcit10nal sales will not result in any burden on its other 

customers and that under the regular interruptiblo rates these 

sales would have increased the ges department's rate of ~eturn 

from 5.92 per cent to 5.93 per cent if it h~d been operative 

during tho ent1re est1mated yeer 1956. The rate base on which 

Pacific expects :;) return would increase by $181,000 of which 

$l3,000 repr~sents the met~r and regulator equlpment and 

$168,000 the cost of the existing 8-inch service pipe of 

C~loveras. The added plant of Z7~6,OOO will not increase the 
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rate oasd because it will be cha~ged to Account l~" Accounts 

Receivable ~nd crecated to Account 265, Contributions in Aid or 

Construction. While applicant's plant will be increased by 

~726,ooo for the purpose or rate caking the contribution in aid of 

constr~ct1on will be deducted and the net result will be no 

increase in rate base ror these added pipe sections. Account 5~~, 

Interest R~venue, will be credited with nn amount o~u~l to 6 par 

c~nt per ~nnum on the remaining unpaid bal~nce of the estimated 

installation co~t Bnd the OQount of money recovered by the monthly 

surcharge will be creoited to Account 12" Accounts Receiv8b1e. 

In the even'~ the!"!; Calaveras elects to payoff the u...,poic bolonce 

of the estimated instell~tion cost, such amount l1kewi:e will be 

credited to Acco~t 125 • 

.E.:~nchises 

Pacific states th~t it now is, and for some time lest 

past h~s been, in posseSSion and ownership of certoin rights, 

~rivileges and f~anchises of laying, mainteining ~nd using ga~ 

pipes, mains and conduits in so maoy and in such portz of the 

1'1.:.bJ.1c hiehw~ys, streets, w~ys end places of San Joaquin County 

3S it mDy ~lect to use for tho purpOSe of conveying, distributing 

anc supplying gas to the public. Pac1fic represents th~t g~ner3l 

county franchises were gr~ntec by ordinances sdopted by the Board 

of Supervisors of the County or San Joaquin ~no the Comm~ssion 

issued certificates of public convenidnce end necessity to exercise 

said franchi$es, ~s follows: 
C.P.U.C. 

Ordi.!"J~nce No. -- - Granted Ex'01.res D~c1$ion No. 

382 July 13, 1927 August 17, 1977 (18957 
(21690 
(2396l.t-

497 April 28, 1947 M:;IY 28, 1997 '-+0976 

P~cific maint~ins that it hos tte right to make the system 
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~dd1t1ons in San Joaquin County without further franchises from 

tbe county authorities. However, in C~laveras County, Pacif1c 

heretofore has not rendered ~ regular public utility gas service 

and now requests authority to exercise ~ gener~l county franch1se 

granted by Ordinance No. 222 of the Bo~rd of Sup~rvisors of the 

County of Calaveras, effect1ve June 20, 1956 of 1ndeterm1n~te term. 

Pac1fic states that its costs of 3cqu1ring the franch1se 

gronted by Ordinance No. 222 was $243.10, exclusive of the $50_00 

fee paid to this Commission, and stipulates ~nd ogrees th2t it, its 

successors or assigns, will never cla1m before the Commission or 

before any court or public body, ~ value for this franchise in 

excess of the actual cost thereof. 

In seek1ng authority to exercise this franchise, Pacific 

h~s not limited its request to the portion of the county which 

this line traverses, but seeks ~uthor1ty covering the whole county. 

Orten, in granting these ~1),thor1zations, the Coomission limits the 

territory; however, the testimony indie~tes th~t there is potential 

new bus1ness wh1ch Pacific c~n extend to and serve efter it acquires 

Col~veras' present service m~in. Also, P~e1r1e represento thet no 

other uti'lity now serVGS ntltural gas in Calov0:!'as County ::Ind the 

81),thorizat1on sought in this applic~tion will not place it in 

competition with any existing natural g3s utility in the county. 

Dis «,us~ ;,Oll 

There ~rd severol features of the proposed service 

that do not appear deSirable to the Commission. The 

Commission prere~s th~t the term of any contract, except under 

exceptional Circumstances, be limited to five years or less. 

The Co~1ss10n does not favor a utility advancing money for 

service extensions to interruptible customers. However, Pacific 

contends that this is t he best errengement it could meke in 
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negotiation with Calaveras. By pay1n~ the $168,000 for the entire 

service ma1n, it saves an annual lease p~yment of $36,600 ~nd 

repres~nts that 1t obtains a line tha apprais~d value of which is 

approximately ~800,oOO. Furthermore, a portion of the 8~inch line 

in CalDv~ra$ County is n~cessary to the service of any future firm 

loads it may develop. Pacif1c repre~ents th~t its net revenue will 

increase by $44,000 annually os ~ result of this proposed contract. 

In figuring this gain in net rev~nue Pacific computed e 

basic average cost of gas of 24 cents per Mct Dnd allocated 0.21 

cents per Mc! for transmiss10n line compression cost. It did not 

allow ~ny transmission cost, other than the compressor fuel, on the 

assumption that the transmiss10n costs are all chargeable to firm 

services. While Pecif1c represented that this met~od of f1guring 

costs W$S in accord w1th pnst pr~ctiee, it w~uld ~pp~$r logicol that 
• 

1nterruptible service should pay somEl rental charge for using the 

firm services' transmission lin~s during off-pe~k periods ~nd should 

pay some prorata of demand co~ts on out-of-stat~ gas purchases. The 

record shows th~t the average transmiss10n cost is 13.58 cents per 

Mef for firm service alone and that th1s figure reduces to 6.71 

cents per Mcf 1f the 1nterruptible seldS ar~ considered in determ1n-

1ng this average transm1ssion cost. Tho favorable position shown 

for the proposed contrect would largely disappear if as much as 

4 cents per Mct transmiss10n eost were alloc~ted to this serv1ce. 

The record shows that th~ present f1led rate for 

interruptible serv1ce, Schedule v-53, 1s approximately 88 cents 

per barrel below the equ1valent cost of fuel oil delivered at 

Cal~veras' plant. Such comp~rison is based on a cost of fuel oi~ 

of $2.20 f.o.b. Richmond, California, plus 47 cents freight to 

San Andreas. 
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Findings and Conclusions 

Arter considering the record herein and the fact that 

Calaveras is a long established and regular customer of Pacific J 

the Commission finds and concludes that in general the application 

should be grant ea. Applicant is hereby placed on notice that the 

service herein authorized shall not be permitted to burden its 

other customers. 

In entering into this contract Calaveras takes the risk 

that interruptible gas may not be available to the extent forecast 

by Pacific for the next 13 years; and that the rates may have to 

be raised to the equivalent levei of fuel oil or higher in the not 

too distant future. Another r1~k that Calaveras takes is that thE: 

smog situation may become so bad in San Francisco, Los Angeles or 

other metropolitan centers that the Commission may be required
J 

ir.1 

the public interest to reduce the available gas supplies to loads 

in areas not particularly subject to smog. 

The CommisSion finds that public convenience and necessity 

~equire the construction, operation and maintenance of 21.55 miles 

of lO-inch and S.25 miles of 12-inch high pressure gas pipeline to 

parallel portions of the existing gas line between the Las Vinas 

Metering Station and a point near the City of San Andreas, generally 

as described in the application, to serve the additional inter­

ruptible gas requir~ents of Calaveras, and the acquisition and use 

of all lands, rights of way and easements, and the exercise of all 

rights, permits, and franchises, including Ordinance No. 222 of the 
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County of Calaveras to such extent as is neceS's~ry to install 2nd 

operate the parallel pipe sections. Also the Commission finds that 

public convenience and necessity req,u1re the exercise by applic~nt c. 

or the rights and privileges granted by Ordinence No. 222 in all 

port1ons of C~laveras County with1n economic reach of the existing 

8-inch main being acquired by Pac1fic. 

The certificate of public conven1ence ~nd necessity 1ssued 

herein is subject to the following provis1on of law: 

That the Commission shell h~ve no power to authorize 
the capitalization of the rr~nch1se 1nvolved herein 
or this certificate of pub11c convenience and n~eess1ty 
or the right to own, operate or enjoy such franchise or 
certificote of public conv~nience and necessity in 
excess of the amount (exclusive of any tax or annual 
ch$rge) actually paid to the State or to a political 
subdivision thereof as the considerat1on for the grant 
of such franchise, certificate of public convenience 
and necessity or right. 

o R D 'P. R - ...... _ .... 
The above-entitled application heving been conSidered, a 

public he~ring hDving been held, the matter h~v1ng been submitted 

and now beine ready for decision, 

IT IS ~R~BY ORDBR~D that a cert1f1c~te of public 

convenience and necessity be and it is gr~nted to Pacific Gas 

snd Electric Company to construct, operate and maintain 21.55 
miles of lO-inch and 8.2; miles of 12-inch high pressure gas pipe 

line to parallel portions of the existing gas line between the 

Las V1n~s Metering Station in San JODqu1n County and a po1n1: near 

the City of San Andreas in Calaveras County, generally as 

described in the app11cetion, and to exercise the right, 

p~1vilege and franchise granted to it by Ordinance Noo 222 by 

the Board of Supervisors of the County of Calaveras to the extent 

necess~ry to construct, operate and maintain the new section of 

12-inch main in Calaveras County and to serve potential existing 

or future customers within economic reach of the existing 8-inch 
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main oding acquired by it from C~lBvar~s CQm~nt Company. 

IT IS ~REBY FURTI~R ORD~R~D as follows: 

1. That ~pplicant be and it is ~uthoriz~d to carry out the 

t~rcs and conditions of a written contract w1th CBlaveras Cement 

Company, dcted r1arch 30, 1956. 

2. That ~pplicant file with the Commission within thirty d~ys 

after the effect1ve d~t~ of this order thr~e certifidd copies of 

the contract as execut~d. 

3. That applicant sh~ll notify this Commission in writing of 

th~ dat~ s~rvica is first render~d under the agre~~nt herein 

authorized, within thirty days sttcr such comm0ncem~nt of s~rv1ce. 

4. Appl1eent, with1n s1x months following the d~te or 

completion of this construction, ~hall file with this Commission a 

datailed st~temant of th~ capital costs of th~ ~dded pip~line and 

rel~ted facilities, plus a stat~ment of the amount actually paid 

for Calavdras' 8-1nch main, together with a st~t~m~nt as to the 

amount at which this ent1r~ main, as parallel~d, will be pl~ced in 

applic~nt's plant accounts and the chargos and credits to such 

other accounts as may be 1nvolvGd. 

5. Applicant shall notify this Commission of th~ d~t~ of 

t~rm1nation of said contract within thirty days aft~r said data of 

termination. 

6. Applicant, within thirty days aft~r th€ 1nst~11ation cost 

including interest, h8S b~en paid by the custom~r, shall furnish 

this Comm1ssion a dot~11Qd summ8ry of the accounting thereof and, 

in the ev~nt that the contract is tcrm1n~t~d in any mann~r prior 

to the compl~t10n of pay-out of the inst~11~t1on cost an ~ppropr1ate 

accounting summ8ry shall be includ~d with thQ above-mentioned 

termination notice. 
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Thd authorizetion h~rdin gr~nt~d will ~xpir~ if not 

~x~rcis~d within on~ ye~r from tho d~t~ hereof. 

The etfvetiv~ d~t~ of this order shall b~ tWdnty d~ys 

D~ted at ________ S_an __ F_~ __ cls_~_·~--, CaliforniA, this 

_......-..;-3';~V_~_KJ!.._Z_:; ___ ,daY Of--::~~:?-.:::s...:~iI;;;~~_~ 1956. 

Comoission~rs 

Corzu=1s s1 onl!lr .••• ~'!~lE2...t~ .. 9.:r.~.~~.:, be1'l:l 
noeeSo~r11~ ~boent. d1d not part1c1~tog 
in tho a!~pos1tlon of th10 proeood1ng. 


