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Decision No. ___ 5_,_~>_S_1_8_ 

BEFORE THE PUBLIC UTILITIES CO~1ISSION OF THE STATE OF CALIFORNIA 

) 
(Amended Title) ) 

In the Matter of the Application of ) 
PACIFIC GAS AND ELECTRIC COHPANY for ) 
an order authorizing ap?11cant to ) 
carry out the terms and conditions ) 
of a contract With PACIFIC COAST ) 
BORAX CO. DIVISION e'F BORAX ) 
CONSOLIDATED;. tINlTED, dated ) 
April 20 19,6 as amended by an ) 
ogrcemen~ d~ted August 8, 19,6. ) 

(Gas) ) 
----------------------------) 

Applicotion No. 38245 

OPINION A~m ORDER 

Applicant's Request 

Pacific Gas and Electric Company (hereinafter referred 

to as Pacific) filed the above-entitled application July 12, 1956, 

and filed an amendment thereto on August 20, 1956, seeking authority 

to carry out the terms and conditions of a wr'1tten contract With 

Pacif1c Coast Borax Company, Divis10n of Borax Conso11dated, L~ited 

(he~einafter referred to os Pacific Coast), dated April 20, 1956, 

as amended by an agreement dated August 8, 1956, copies or which are 

attached to the ~pplic~t1on as Exh~bits A and H. 

Agreement vjith P~d_f1c Coest 

Pacific seeks authority to provide natural gas service 

in accordonce with the terms and conditions of an agreement with 

Pacific Coast, dated April 20, 1956, as amended by an agreement 

dated August 8, 1956. The agreement provides th~t Pacific shall 

ze1l and deliver to Pacific Co~st such quantity of interr~ptible 

gas as shall be required for tu,el purposes in the operation of 

Pacific Coast's kilns, dryers, calciners, and boilers located upon 

its premises near the ~~1ncorporated Town of Boron, County of Kern, 
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California. 'Pacific is not obligated to supply interruptible gas to 

Pocif'ic Coast at a r ate of flow in e:.:cess of 7,0,000 cub1c feet per 

h9ur. The agreement provides for payment of a surcharge at the 

rate of 0.6,¢ per Mc! in lieu of any immediate obligation of Pacific 

Coast to pay the installation cost of that portion of the main neces­

sary to ~rovide the capacity reserved for Pacific Coast. It is agreed 

t.hat. the 1nstall::lt1on cost is $76,087. The usual liability, curtail-

ment, standby fuel and Commission jurisdictional clauses have been 

included in the agreement, ss well as protective clauses regarding the 

cost of installing and removing service f'ae11it1es 1f Pac1fic Coast 

terminates the contract prior to the expiration of the init1al term 

which is five yeurs. 

Proposed Constr~~1on and ~ 

Pacific agrees to install a gas tronsmission main, approxi­

mately five miles in length, extending from its Topock-Milpitas Gas 

Main No. 300, at a point approximately three miles west of Boron, to 

Pocific Coast's plant, all located in Kern County. The estimatod cost 

or the ~roposed gas main extension to serve p~c1r1c Coast is $110,1?0, 

as set forth in detail in Exhibit C attached to the ~pp11cat1on. The 

gas main extension "fill provide the afore-mentioned interruptible 

serviee to Pacific Coast and also will provide firm service to its 

trailer cDmp, employees' quarters and administration building in the 

maXimum amount of 17.67 Mcf per ho~tt. Exh1bit E attached to the 

application shows the cost prorati~n of the proposed pipeline between 

the firm and interruptible dem~ncl and may be swrunarized as follows: 

· · Cost P'l:'O~~'t::.cn · · · · -Firm . Xnterrupt1Qle . Total · · . . 
Total Pipe Line $11,1;.69 $76,08711\ $ 87, ,56 
customer Meters, 
Regulators and Services 5,614 lZ,QOQ 22.614 

Total l7,083 93,087 110,170 

* Cost to be paid by Pacific Coast 
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The payment to be m~de for the f~c1litios installed tor 

intor~uptible service in accordance '~ith Pacific's gas Rule and 

Regulation No.1, is to be made by mOans of a monthly ch~rge ot o.65¢ 
per Hc! for 011 interruptible gas delivered to Pacific Coast from the 

date of first service until thG aggregate of ouch ~Qyments equal the 

installation cost of $76,087 plus in'terest at six per cent per annum. 

Exhibit I attC1ched to tL'l.o application shows thot the estimated inter­

est pa~(;Ints ,'rill amount to $12,441 over a period of 5, months. On 

the? comp1etiol'l of' t)i.e payment of the principal, the additional monthly 

charge will be discontinued. Applicant's proposed accounting is to 

charge the insti':l11at1o:o. cost to Ac. 125, Accounts ~eceivable, and 

credit the s~rJ.c to Ac. 265', Contributions in Aid of Constrt.'.otion. 

The ~onthly amounts of money received by means of the surcharge will 

be credited. in p~rt to Ac. 5'2)+, Interest Revenue, for the \?ortion 

equal to six per cent per annum interest on the remaining unpaid 

balance, and tho balance of the monthly payment will be credited to 

Ac. 125, Accounts Receivable. 

Franchise 

Pacific proposes to l~y and install th~ gas transmission 

mnin to serve Pacific Coast primarily on private r1ght~ of way, 

crossing only one public highway. The a-pplicot10n states that 

Pacific now possesses a general CO\Ulty gas franchise which was granted 

to 1tc predoeessor, San Joaquin Light and Pow~r Corporation, by the 

Board of Supervisors of the County of Kern t.tn~e~ Ordinance No. 242 

on March 9, 1931 and which expires April 8, 1981. The Co~~1ssion in 

its Decision No. 3~.l;.92 dated August 12, 19l+1 and Dec1~:ion No. 42460 

dated January 25, 1949 issued to Pacific certificates of public con­

venience 8l':!.d necess1 ty to exel' cise this franch:!.se, "except in those 

parts or portions of said county now being serv~d by the Southern 

California Gas Company, Coast Counties Gas and Electric Company, and 

Commercial U\nd Componylr. Pacific alleges that the location of its 
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proposed gas m~1n to serve Pacific Coast is not in or adjacent to the 

serv1ce areas of Southern California Gas Company' and/or Commercial 

Land Company. 

Proposed Rates 

Pacific proposes to charge Pacific Coast for all inter­

ruptible gas delivered at its filed Schedule 0-50 "Interruptible 

Natural Gas Service" until the monthly billing equals or exceeds 

$16,000 whereupon for that month and thereafter Pacific Coast will pay 

Pacific for all interruptible gas delivered at the rates contained in 

Pacific's presently filed and effective Schedule G-;6 "Interruptible 

Natural Gas Service ". Pac~.:fic proposes to render firm natural gas 

service under Schedule 0-6 and Schedule G-40. 

Eoonom:J.cs of Pro~ect 

Pacific represents that the furnishing and suP?ly1ng of 

interruptible and firm gas service to Pacific Coast will not consti­

tute a burden upon Pacific's other gas customers but will be of bene­

fit and advantage to them. Pacific states th~t the estimated net 

annual income from Pacif1c Coast from the total interruptible and firm 

service for th~ first, third, and ninth years of operation will be 

$50,300, $81,000, and $120,500, respectively. Exhibit F attached to 

the application shows the estimated effect of Pacific Coast's busi­

ness on Pacific's gas department's system 1956 rate of return. The 

third year or operation i: sbown to incre~se the gas departmsnt rote 

of return from 5.92 per cent to 5.94 per cent and the additional load 

for the ninth year increases the system rate or return to 5.95 per 

cent. 

Disqussion 

In considering the proposed agreemen't the CommiSSion notes 

that the provision pertaining to the interest rate on the unpaid 

balance of the instcllation cost of $76,087 h,~s been increased from 

4 per cent in the original agreement to 6 per cent in the amended 
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agreement, Exhibit H. Also, the term of the contract is limited to 

five years. The interest 'rate and the term of the contract conform 

With the views previously expressed in decisions relating to the 

serVice of interru~tible gas to certain large consumers. 

In figuring a gain in net r~venue as set forth in EXhibit 

F, Pacif1c used an 3verage cost of purchased 83S of 25.55 cents. 

This is the same average amount which Pacific used in other recent ap-
y , 

plicat1ons. In those proceedings, the ov~rago cost of gas included 

a basic gas cost of 25.34 cents per Mcr plus 0.21 cent per Mbf for 

transmission line compression costs. It did not allow any trans­

mission costs, other than the compressor fuel, on the assumption that 

the transmission costs are all cho,rgeable to firm services. However, 

it does appe~r logical that interruptible services should pay some 

rental charge for uSing tbe firm services' t!'ansmission lines during 

off-peak periods and should pay some pro rata of demand costs on 

out-or-state gas purchases. The ptlrchased gas costs per Nc!' used 

in estimating t1.'l.o annu81 net income for firm gas serVice to Pacific 

Coast is 38.92 cents per Met which appe.9rs to include 13.58 cents 

per Mer for transmission costs,for firm services. Applicant is 

hereby placed on notico that the services horoin authorized shall 

not be permitted to burden its other customers. 

Applicant proposes to make its Schedules G-40 and G-50 

applicable for firm industrial and the initiol intorruptible service, 

r.espectively, furnished to Pacific Coe3t. However, presently filed 

~nd effective Schedules G-4l and G·S4 arc ~pplicable in the vicinity 

t7 A-38110 - P. G. and E. Co. - Southwestern Portland Cement Co. 
:::.t'-·P:-38171 - P. G. Md E. Co ... R1v€rside Cement Co. 
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of Pacific Co~stts operation near Boron and are tho appropriate 

tariffs under which such gas service should be furnished and the 

order will so provide. 

Findings anc1 Conclysions 

Atter considering the contents of the application and the 

provisions of t~e proposed contract the Comnlission finds and concludes 

that the application should be gr~nted and that a public hearing is 

not necessary;· therefore, 

IT IS HEREBY ORDERED the t 

1. Applicant be and is authorized to carry O'.1.t the terms and 

conditions of a contract with Pacific Coast Borax Company, Division 

of Borax Consolidated, Limited, dated kpril 20, 1956, as amended by an 

agreement dated ,kugust 8, 1956., 

2. Applicant is authorized to file with this Commission after 

the effective date of this order, in conformity with General Order 

~o. 96, revised Schedules 0-41, G-54 and G-56 with changes in descrip­

tion ot territory and, after not less than five days' notice to this 

Commission and to the public, to make said rates effective prior to 

the furnishing of gas service to Pacific Coast Borax Company near 

Boron. 

3. Applicant shall file with the Commission within 30 days 

after the effective date of ' this order three certified copies of the 

contract as executed. 

4. App11c~nt shall notify th1s Comm1ssion in writing ot the 

date service is first rendered under the agreement herein authorized, 

within 30 days after such commencement of service. 

,. Applicant, within six months following the date of completion 

of this extenSion, shall file with this Commission a detailed state­

ment of the capital cos~s of the added pipeline and related fne1lit1es 

and a summary of the accounting thereof. 
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6. Applicant shall notify this Comm1ss1on of the date of 

termination of said contr~ct within 30 days after said date or termina­

tion. 

7. Applicant, wi thin 30 days after the installation cost, irL-. 
clud1ng interest, has been paid by the customer, shall furnish this 

Commission a detailed summary of the accounting thereor and, in the 
; .I' 

event that the contract is terminated in any manner prior to comple-. 
tion of payout of the installation cost, an appropriate accounting 

summary shall be included with the above-mentioned termination notice. 

The authorization herein gronted will expire it 'l'l,ot exer­

cised within, one year from the date hereof'. 
, 

The effective date of this order shall be twenty days after 

the date hereof. 

~d at. ____ S_All_Fr_n._nc_,~ .... o~ ____ , Ca11forn1~, this 

M day o:f', __ -,...._~ ____ ....lr-__ _ 


