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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
PACIFIC GAS AND ELECIRIC COMPANY, a
corporation, for an order of the Public
Utilities Cecnmission of the State of
Celifornia, granting and conferring
upon Paciflc Gas and Electric Company
vermiccion and authority to carry out
the terms and conditions of a written
contract with CALAVERAS CEMENT COMPANY,
dated March 30, 1956; and issulng to
Pacific Gas and Electric Company a
certificate of publlic convenlence and
necessity to construct, install,
operate and maintoln the natural ros
nains and related facllitlies hereln
mentloned, and %o exerclise franchise
rights, obtalned or to be obtained in
¢connection therewith,

Application No. 37989
(Amnended)
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F. I. Sesrls, John C. Morrissey and Malcolm A, MacKillop
for avpllicant.
John Philin Coghlan of Chickering & Gregory for
Colaveras Cement Company; L, J. Deouel and
Bert Buzzini for California Farm Bureau Federation;
interested parties.
Georre C, Young for the Commission Staff.

QPINIONX

Awplicant!s Reauest

Pacific Gas and Electric Company (hereinafter referred to
as Pacific) filed the above-entitled application May 2, 1956, and
filed an amendment thereto on June 1, 1956, seeking:

1. Authority to carry out the %erms and condltions of a
written contract with Calaveras Cement Company (hereinafter
referred to as Calaveras), dated Mareh 30, 1956, copy of which is
attached to the application as Exhibit A,

2. A certificate decloring that the present and future public

convenlence and necessity requlre and will require construction,
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operation and mailntenance of 21.55 miles of 10-inch and 8.25 miles

of 12-inch high pressure gas pipe line to parallel portions of the

exlsting line between the Las Vines Metering Station, locoted west
of the City of Lodi, and & point neer the City of San Lndreas, as
shown on a map atteched to the application as "xhibit B.

3. 4 certificste declarine that the present and future pubdlic
convenience and necessity require and will require the exercise of
the right, privilege, 2nd franchise granted to Pacific by Ordinance
No. 222 of the Board of Supervisors of the County of Celeverss,
effective June 20, 1956, a copy of sald frenchise being attached to
the amendment to apnlication as Txhibit D.

Public Hearling

After due notice, public henring wos held upon this
application on June 28, 1956 before Commissioner Ray T. Untereiner
and Exominer M. W. Ed&ards at San Andress, California. Lt this
nearing opplicent presented flve exhibits and testimony by four
wiinesses In support of its application. The Commission stoff,
through a ges englneer, took an active part in the nroceeding and
by cross-examlnation of the witnesses helped to develop a complete
record as on old to the Commission in deciding fthis application.
The Californis Ferm Bureau Federation eppeared 25 an interested
perty Iin the proceeding, cross-examined the witnesces and generaily
fevored the granting of the applicztion. No party offered any
objection to the applicent's proposal.

Agreement wlth Calaveras

Prciflc refers 1o the fact thot 1t 1s now serving

interruptible gos to Calaveras at a rete of flow not to exceed

/

400,000 cubic feet per hour under an existing contract,™ the

initial term of whieh will expire August 20, 1958, Calaveras

1/ Such contract was authorized in Application No. 24118, by
v Decisions Nos. 34209 and 52649,

D
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proposes to install additional kilns at its cement plant and has

requested Pacific to furnish additional Interruptible gas up to a
maximum additional flow of 433,000 cubic feet per hour.

Pacific seeks 2uthority to provide the natural gas service
in accordance with the terms and conditions of an agreement with
Calaveras, 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 Eubic feet
rer hour. The contract term is for 13 yeers and Calaveras expaects
to consume gas in the quantity of 6,400,000 Mef per yesr.

The agreement provides for payment of a surcharge at the
rate of 2.5 cents per Mcf in lieu of 2ny immediate obligation of
Calaveras to pay the installation cost of that portion of said
parallel main necessary to provide the capacity reserved for
Celaveras' additional lord. It is agreed that the installation
cost is $726,000. The agreement 21so provides that Calaverss may,
at its option, At any time, pay Pacific a sum equal to the unpaid
balance of the installotion cost, plus acerued interest at the rate .
of six per c¢ent, 2nd thereafter the 2.5 cents per Mcf poyment will
s5top; and 1f this cost 1s unpaid by the end of the 1l3~yesx term,
Calaveras nmust pay the entire unpaid balance. The usual liobility,
curtailment, standby fuel and Commission jurisdictionsl elauses
have been included in the egreement, as well as protective clauses
regarding the ¢ost of installing and removing the service facilities
if Calaveras terminates the contract prior to the end of the l3~year
term.

Proposed Construetion and Cost

Applicant plans to provide s2nd install 21.55 miles of

new 1l0-inch high pressure gas main in San Joaquin County between
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its Las Vinas metering statlon, located some 6 miles west of the
City of Lodi, to a point some 9 miles east of the community of
Lockeford. Said moin will be operated in parallel with an existing
paln consisting of 9.5 miles of 6-inch pipe and a3 portion of
Colaveras' existing 8-inch service main, Alsé applicant plans
to provide and install 8.25 miles of l2-inch high pressure gas
mein in Calaveras County to parallel, and in time repleace, another
portion of Caloveras' 8-inch service main in an ares where there is
danger of outage of the service line. At present this 8-inch
service line ls owned by Coalaveras and applicent has mede an
arrangedent to purchose 1t from Calaveras 2% a price of $168,000.
Presently applicont is leasing this 8<inch line 2t an annual
poyment of 336,600 primarily for the purpose of serving Calaveras
and some 66 other customers located adjacent to the 8-inch service
line in San Joaquin Coun<y.

The estimate of cost of the propcsed additional gas
facilities to serve Caléveras is set forth in Exhidit No. L and

nay be summarized as follows:

131 120 feet of Land Rights @ $0.30 per foot 3 33&
;3,784 feet of lO~inch pipe @ $3 50 per foot,installed 398 2
43,650 feet of 1l2~inch pipe @ $4.63 per foot, “instelled aoz 100

sdditional for valves, fittings and river croas;ngs 542

Additional roegulator facilitles at Las Vinos Meter Station 6 000

Overhead construction costs O 8% g

Total 5720 ,000

In additien to the above estimated cost Pacifilc estimates
that meter and reguletor equipment for interruptible service to he
installed at the site of the Calaveras Cement Plant, located some
two miles south of the City of 3an Andress, will cost $13,000. |

Additional Facility Payment

Because the primary purrose of thilis parallel pipe line
is to serve an 2ddltional 433,000 cubic feet per hour of
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interruptible gas to the Calaveras Cement Plant, applicent's Rule

and Reguletion No. 15 requires that the eost thereof be pald by

the customer. In connection with its negotiations to take over the

existing service line, Pacific offered to advance the 726,000
provided Calaveras pay 1t back at the rate of 2.5 cents per Mef on
future interruptible gas purcheses. Pacific's Exhidit No. 5
indZecetes that the $726,000 principel emount plus H147,794 interest
(at 6% per annum rate) should de pald off in less than 6 years.

Pacific states that it intends to pay the cqst of
constructing and completing said parallel gas maln out of 1ts
income and from funds Iin its treasury not obtained from the 1issue
cf securities and/or from such funds as it may obtain by the issue
of such of applicanis’ stocks, dbonds, notes or other evidences of
indebtedness as the Commission shall hereafter upon proper
application authorlze for that purpose.

It should be pointed out thot the 2.9 cents per Mef payment
1s in addition to the regular rates prescribed by Pacifie's
Schedule G-53 for interruptible gas service.

“eonomies of Proiect

Pacific represents that the expenditures for the proposed
additional sales willl not result in any burden on its other
customers and that under the regular interruptidlc rates these
sales would have increased the gos department's rate of return
from 5.92 per cent to 5.93 per cent 4f it had been operative
during the entire estimated yeor 1956. The rate base on which
Pacific expeets o return would inerease by $181,000 of which
$13,000 represents the meter and regulator equipaent and
$168,000 the cost of the existing 8-inch service pipe of

Calaveras. The added plant of $726,000 wlll not lncrease the
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r3te base because 1t will be charged to Account 125, Accounts
Recelvadle and credited to Account 265, Contributions in Aild of
Construction. While applicant's plent will be incressed by
w726,000 for the purpose of rate making the contribution in aid of
construction will he deducted and the net result will be no
increase In rate base for these added pipe sectlons. Account 524,
Interest Revenue, will be credited with an amount equal to é per

cent per annum on the remaining unpald balsnce of the estimated

installetlion cos5t and the amouvnt of money recovered by the monthly

surcharge will be credited to Account 125, Accounts Recelvadble.
In the event that Calaveras elects to pay off the umpaid balonce
of the estimated Instesllatlon cost, such amount likewlse will be
credited to Account 125,
Franchises

Pacific states that 1t now is, and for some time lest
past has been, Iin possession and ownership of certoin rights,
nrivileges and franchlses of laying, maintelnling and using ges
pipes, meins and condults in so many and in such ports of the
public highways, streets, ways end places of Sen Joaquin Couniy
s it may elect to uvse for the purpose of conveying, distributing
and supplying gas to the pudlic. Paclfic represents that general
county franchises were granteé by ordinances edopted by the Board
of Supervisors of the County of San Joaquln and the Commission
1ssued certificates of public convenlence and necessity to exercise

sald franchises, as follows:
c.P.U.C.
Ordinance No. Granted Exnires Degision No.

82 July 13, 1927 August 17, 1977 (18957
3 By A8, 19 ? ’ (21650

(2396%
497 April 28, 1647  May 28, 1997 %0976

Pacifilic maintains that it has the right to make the system
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additions in San Joaquin County without further franchises from
the county authorities. However, in Calaveras County, Pacifilc
heretofore has not rendered 2 reguler public utility gas service
and now requests authority to exercise a general county franchise
granted by Ordinance No, 222 of the Board of Supervisors of the
County of Calaveras, effective June 20, 1956 of indeterminate tern.

Pacific states that its costs of acquiring the franchise
gronted by Ordinance No. 222 was $243.10, exclusive of the $50.00
fee paid to thls Commission, and stipulates and agrees that 1%, its
successors or asslgns, will never claim before the Commission or
before any court or public body, a value for thils franchise in
excess of the actual cost thereof.

In seeking authority to exercise this franchise, Pacific
hos not limlted 1ts request to the portion of the county which
this line traverses, but seeks ocuthority covering the whole county.
Often, In granting these 2uthorizations, the Commisslion limits the
territory; however, the testimony indicates thet there is potentlal
new business which Pacific can extend to and serve after it acquires
Colaveras' present service main. Also, Pacifle represents that no
other utility now serves natural gas in Caloveras County and %he
authorization sought in thils application will not place it in
competition with any existing naturel gas utility in the county.
Disg¢ussion

There are several features of the proposed service
that do not appear desirable to the Commission. The
Commission prefers thet the term of any contract, except under
exceptional circumstances, be limited to five years or less.
The Commission does not favor a utility advancing money for
service extensions to interruptible customers, However, Pacific

contends that this is the best errongement it could meke In

-7=




4. 37989 Amd. AM

negotietion with Calaveras. By paying the $168,000 for the entire
service main, it saves an ennual leese peyment of $36,600 and
represents that 1t obtains a line the appraised velue of which is
approximately $800,000. Furthermore, a portion of the 8-inch line
in Caloveras County 1s necessary to the service of any future firm
loads 1t may develop. Pacific represents that its net revenue will
inerease by 344,000 annually 2s & result of this proposed contract.
In figuring this gain in net revenue Pacific computed 2
baslc average cost of gas of 24 cents per Mcf and allocated 0.21
cents per Mcf for transmlsslon line compression cost. It did not
allow 2ny transmission cost, other than the compressor fuel, on the
assumption that the transmission costs are 21l chargeabdble to firm
services., While Pacific represented that this method of figuring
costs was in accord with past practige, it would appeor logicol thet
interruptidvle service should pay som@ rental charge for using the
firm services' transmission lines during off-pesk perlods and should
pay some prorata of demand costs on out-of-state gas purchases. The
record shows that the average trensmission cost is 13.58 cents per
Mef for firm service alone and that this figure reduces to 6.71
cents per Mcef if the interruptible sales are considered in determin-
ing this average transmission cost., The fevorable position shown
for the proposed contract would largely disappear 1f as much as
L cents per Mef transmission cost were allocated to this service.
The record shows that the present filed rate for
interruptidle service, Schedule (=53, 1s approximately 88 cents
per barrel below the equivalent cost of fuel oil delivered 2t
Calaveras' plant. Such comparison is based on a cost of fuel oill
of $2.20 £.0.b. Richmond, California, plus 47 cents freight to

San Andress.
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FPindings and Conclusions

After considering the record herein and the fact that
Calaveras is a long established and regular customer of Pacific,
the Commission finds and concludes that in general the application
should be granted. 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 level of fuel oil or higher in the not
too distant future. Another rick 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, in
- the public interest to reduce the available gas supplies to lcads
in areas not particularly subject to smog.

The Commission finds that public convenience and necessity
require the construction, operation and maintenance of 21.55 miles

of 10-inch and 8.25 miles of l2-inch high pressure gas pipeline to

parailel portions of the existing gas line between the Las Vinas

Metering Station and a point near the City of San Andreas, gencrally
as desceribed in the applicatlon, to serve the additional inter-
ruptible gas requirements 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 necessary to install and
operate the parallel pipe sections. Also the Commission £inds that
public convenience and necessity require the exercise by applicant o
of the rights and privileges granted by Ordinance No. 222 in all
portions of Calaveras Counfy within economic reach of the exlsting
8-inch main being acquired by Pacific.

The certificate of public convenience and necessity 1lssued

herein is subject to the following provision of laws:

Thot the Commission shell have no power to authorize
the capltealization of the franchise involved herelin

or this certificote of public convenience and necessity
or the right to own, operate or enjoy such franchise or
certiflcate of public convenience and necessity in
excess of the amount (exclusive of any tax or annual
charge) actually peid to the State or to a political
subdivision thereof as the consideration for the grant
of such franchise, certificate of public convenlence
and necessity or right.

The above=entitled application heving been considered, a
public hearing having been held, the matter having been submitted
and now beling ready for decision,

IT IS HRRWBY ORDERTD that a certificete of public
convenience and necessity be and it 1is grented to Pscific Gas
and Electric Company to construct, operate and maintzin 21.55
miles of 10-inch and 8.25 miles of l2-inch high pressure gas pipe
line t¢ parallel portions of the existing gas line between the
Las Vinas Metering Station in San Joaquin County and a2 poin® near
the City of San Andreas in Calaveras County, generally as
described in the application, and to exercise the right,
privilege and franchise granted to it by Ordinance No. 222 by
the Board of Supervisors of the County of Calaveras to the extent
necessary to construct, operate end maintain the new section of
12-inch mein in Calaveras County and to sexve potential existing

or future customers within economic reach of the existing 8-inch

-10-




A. 37989 Amd. AM

ma3in being scquired by it from Calaveras Comant Conmpany.
IT IS HPREBY FURTH"R ORDRRED as follows:

1. That applicant be and it is a2uthorized to carry out the
terns and conditions of a written contract with Calaveras Cement
Compeny, deted March 30, 1956.

2. That épplicant flle with the Commission within thirty deys
after the effective dete of this order three certified copiles of
the contract as executed.

3. That applicant shell notify this Commission in writing of

the date service 1s first rendered wnder the agregment herein

auﬁhorizad, within thirty days after such commencement of service.

“. Applicent, within six months following the date of
completion of this construction, shall file with this Commission a
detalled stetement of the capltal costs of the 2dded pipcline and
related facilities, plus 2 statement of the agount actually paid
for Calaveras' 8-inch main, together with a statement as to the
amount at which this entire main, as paralleled, will be placed in
applicant's plant accounts sand the charges and credits to such
other accounts as may be involved.

5. Applicont shall notify this Commission of the date of
terminetion of said contract within thirty days after said date of
termination,

6. Applicant, within thirty dsys after the installetion cost
ircluding interest, has been pald by the customer, shall furnish
thls Commission 2 detailed summary of the accounting thereof and,
in the event that the contract is termincrted in any manner prilor
to the completlon of pay-out of the installetion cost an eppropriate
accounting summery shall be included with the above-mentioned

termination notice.
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The authorization hereln granted will expire if not
eXercised within one year from the date hereof.
The effecetive dete of this order shall be twenty Qesys

cfter the date hercof.
Doted ot San Franclsco , Californie, this

Sl - . 1956.

res de%’t

/i/%iga R

Comnissioners

Co Just . '
mzisgioner. us F. Craomox v Dolng

nocessarily absent, did not particiy
v e ¢l
In tho disposition of this procoadiggfo




