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Decision No.

BEZ¥ORE TEE PUBLIC UTILITIES COMMISSION OF THL STATE OF CALIFORNIA

In the Matter of the Application of
PACIFIC GAS AND ELECTRIC COMPANY for
2 cervificate or certificates of
public convenience and nccessity
under Article 1 of Chapter 5 of the
Public Utilities Code, to construct,
operate and maintain the natural
gas project hercin desceribed ané o
exercise f{ranchise rights in con-
nection therewith, and for cuthori-
zation to supply naturcl gas service
in the City of Huron ond adjacont
areas in the County of Fresno under
the rates her%én ?et Lorth.

as

Application No. 38602
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F. T. Searls and Moleolm A. IM2eXillop for applicant.

H. F. Allardt for Rousing Authority of Fresno
County; L. T. Rice for Southern California Gas
Compeny; Limnn ¥. Clark, Mayor, and R. T. Hall, Jr.,
City Clerk Ior City of Huron; David E. Cook,
Business Manager for Huron Elchentary SChools;
interested parties.

William W. Zyers for tnec Commission staff.

QEINIQON

Applicant's Regcuest

Pecific Gas and Electric Compeny, a Californiz corporatioxn,
engaged principally in the business of furnishing public utility
electric and gas service in northern and central Californic, filed
the above-cntitled application on Novamber 21, 1956 requesting on
order of the Commission:

1. Finding as a fact that puwlic coanvenicnce and
necessity reguire the coanstruction, operation and
maintenance of gas transmission and distribution
meins for the purpose of furnishing natural gas
service in the City of Huron and adjacent oreas.
in the County of Fresno, and the acquisition and
usec of all larnds, rights of wey ond eascments,
and the exercisce of 2ll rights, permits ond
franchises which nay be used or useful in connce-
tion with thls projecta
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2. Granting and issuing & certificatc of public con-
venience and necessity $9 construct, operate and
maintain the nctural gas project deseridbed in the
cpplicoetion and %o exercisc the rights and priv-
ileges under the gas franchise granted by
Crdinance No. 65 of the City Couneil of the City
of Huron.

3. Granting and conferring all necessary permission
and authority, upon coupleting and placing in
operation the proposed natural gas project,to
furnish end supply natural gas service to resi-
dents of and industries situate in the City of
Huron and territory adjecent thereto, and persons
located along or adjacent to the natural gas
transmicsion mains vo be installed as part of
said project, at rates contained in filed and
cffective gas rate schedules as follows:

Schedule G-6.3 - General Natural Gas Service
Schedule G=50 - Interruptible Netwral Gas Service

Publiec Hearing

After due notice public hearing on this application. wWas
held before Examiner M. W. Edwards on December 11, 1956 in Euron.
Applicant prescated threc oxhidbits and testiunony by three witnesses
in support of its request. Officizls amd representative citizens
of the City of Huron testified as to the nced for the gas service
from an economic point of view ond also as 2 safcty measuvre to
remove the fire hazard of butane tanks being located too close to
buildings. The Commission staff, represented by & gas engineer,
cross~examined the witnesses £for the purpose of developing the
facts to 2id the Commission in deciding this metter. The Soutacrn
California Gas Company, while not opposing the serving of natural
gas in the City of Huron by the zpplicant, desired 2 limitation
of the extent of service to adjacent arcas in Fresno County by the
applicant and introduced one exhibit, a map with a proposed
service arca boundary linc drawn on it.

Proposed Construction

Applicant proposes t lay, imstall, and thereafter operate

and maintein in the City of Huron and adjacent parﬁs of the
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unincorporated arcas of the County of Frosno sho following gas
transulssion and distribution mains and related facilities:
(a) From cxisting transmission lains No. 100 and
No. 300 in Fresno County, approximetely
2l,940 feet of 3~-inch high pressure gas main

in 2 general casterly direction to the City
of Huron.

Within the City of Huron approximetely

4,290 feet of L-inch, 3,855 fect of 3-inch,

and 13,295 feet of 2-inch nigh pressurc gas

main for distribution purposes.

(¢) Within the areas finvolved, the nccessary

deter and regulator stations, services and

meTers.
The locations of the preposed ges mains are shown by Exhibits
Nos. 2 and 3 in this proceeding. Applicant estimates it could
complete the project in three months after authorization is
received, |

sstimated Cost of Proiecct

Applicant cstimates that the cost of the project, includ-
ing the incidental cxpenses necessary to carry the same to
completion, will be approximately $142,635, made up of the following

items:

Land and Fencing of Meter Station Site $ 1,000.00
Tap Mains Nos. 100 and 300 ' 200.00
Install Meter and Regulator Station 2,500.00
lLand Rights 300.00

Installd 4,390 feet L-inch, 25,795 feet 3-inch,

r and1%3,595 fget 2-i§c§u§?ins . 88,988.88

nstall Distribution Regulator Pit 500,
Subtotal ,405.

Overhead Construction Cost 12,970.00

Meters, Regulators, Services Imstalled | -
(288 Customers) ‘ 43,200.00

Total 142,635.00

ipplicant intonds to pay the cost of constructing and
completing the project out of its income and other funds in its

treasury not obtained from the issue of sccurities and, if those
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funds are not sufficient, from such funds as it moy obtain by means
of the issue of such stock, bonds, notes or otker cvidence of
indcbtedness as the Commission shall hereafter, upon proper appli-
cation, authorize for that purpesc.

Proposed Rate for Service

An investigation and canvass h2s been made in the City
of Huron and adjaceat arcas for the purposc of obtaining signed
applications of prospective customers for gas to be furnished‘and
supplicd to them by means of the provoscd gas mains, distribution
system and facilities. As of October 19, 1956 appiicant represents
that it has obtained'238 signed gpplications for gas service, one
of which is for imterruptible service. At the end of three years
it anticipates that 288 customers, including two interruptible
customors, will be comncetod and that the reveaue will be $35,875
annuvally on the basis of the rates sct forth in Schedwles
Nos. G=6.3 and G-50.

The rates under Schedule G-6.2A currently effective are:

First 200 cu. f£t. or less & 2.30712 per nmo.
Next 2,300 cu.ft. per 100 cu.ft. 12.42¢
Next 17,500 cu.ft. per 100 cu.ft. 10.36 .
Next §0,000 cu.ft. per 100 cu.ft. 8.95

Next 4,900,000 cu.ft. per 100 cu.ft. 8.84
Over 5,000,000 cu.ft. per 100 cu.ft. 7.91

Applicant cstimates that there will be 202 domestic

customers under the above rate consuming 16,990,000 cubie foet at
an average rate of li cents per 100 cubic feet for an annual revenuc
of $23,713. Also that there will be 84 commercial customers con-
suming 7,340,000 cubic fect at an average rate of 13.5 conts per
100 cubic feet for an annual revenue of $9,948.

With regord to the two interruptidble customers on
Schedule G-50, applicant cstimetes Bhat tiacy will comsume 5,000,000
cubic feet at an average rate of LL.3 cents per 1,000 cubic fect,

for annual revenue of $2,214.
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Economics of Proposed Exteonsion

For the third year of operations applicant estinmates
that the operating oxpenses will be $27,183 and the nct for return
will be $8,692 or 5.8 per cent on the copital devoted to the
property. Its detailed earnings estimate follows:

Revenue $ 35,875

Expenses

Purchased Gag
Cost of Gas 7,663
Transmission 3,418
Customer Acctg. and Collecting, :
and Sales sromotion 1,728
Vaintenance and Operation 1,868
Depreciation (2% S.F. Basis) 2,692
Administrative and General,
Social Sceurity and Pensions 970

Insurance, Injurics ad Daneges 30L
Property Toxes 2,918

Income Tax ; 622
Total Expenses
Net Revenue for Return
Plant
Direct Capital Investmzent
Allocation of Common Utility Plant
Working Cash Capital
Total Plant

Eate of Return

The applicant also showed an alternate method of
developing the rate of return using as the average transmission
cost per Mef of purchased gas delivered for firm service the total
cost of transmission divided by totel firm and interruptible sales.
This method, which Is the one advocated by the staff, showed a
rate of return of 6.3 percent for the third yvear of operation.

Competitive Situation

Applicant represcents that this proposed extension will
not compete with any person, firm, or public¢ or private corporation
now engaged in the business of fyrnishing or supplying gas service

40 the public. The Southern Californiz Gas Company introduced
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testimony to show that it has franchises in Fresno and Kings
Counties, that it is now scrving gas in both of thosec countios and
that it is serving customers about 7 miles cast of the City of

Huron. It was concerncd over the applicant's proposal to make

cxtensions from the proposed now mains in thoe normal cowrso of

business.

The Southern California Gas Company suggested that the
Commission provide 2 north-south boundary line betweon the two
utilitlies to be located some 3 miles east of Euron in the method
shown on Exhibit No. 4. Counsel for the applicant objected to the
suggestion of the Southern Celifornia Gas Company and took the
position that this projeet docs rnot invade the territory now scerved
by the Southerm California Gas Cempany, and that the solution of
this boundary question would delay this procceding as he was not
prepared to go into the boundary problem at this time. He made a
motion that the testimony by the Southern California Gas Company
be stricken from the record and suggosted a separate procecding
for the boundary matter.

Applicant's witness stated that additional cxtensions;
afver this projeet is completed, would be made in the ordinary
course of busincss as the.load develops in accordance with its
regularvextension rule and intimated that the’Souxhern California
Gas Company should have no fear as it would not be harmed by this
project. However, applicant was not willing to state any specific
limits for the service arca sought in this application.

City Franchise

The franchisc granted to applicant by Ordirnance No. 65
of the City of Huron, adopted Scptember 19, 1956, is under the
Franchisc Act of 1937 and provides for a payment %o the city of

Two percent of the gross anaual recoipts arising from the use,
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operation or possession of the franchise, dut not less than ome
percent of the gross annual receipts of the applicant derived from
the sale of gas within the city. It grants to applicant the right
to install, maintain and use in the streets of the city all pipe
and appurtcnances for transmitting and distributing gas to thgn
public for any amd all purposes within the city. The term of the
franchise is indeterminate and shall endure in full force and cffect
until surrendercd, abandoncd, purchased, condemned or forfeited

in the manner provided in the franchise. The franchise cost the
applicant $20.20 to obtain, which fee coverced the cost of publi-
cation of nctice of intontion to grant the franchise. Such fee

is execlusive of the 350.00 fee paid o the Commission for authority
to exercise the franchisc.

County Franchises

Applicant represcnts what it now is, and for some time
last past has been, in posscssion and ownership of certain rights,
privileges and fLranchiscs for laying, meintaining a2=d using gas
pipes, mains and conduits in so many and in such parts of the
public higzhways, streets,ways and places as it may elect to use
for the purpose of conveying; digtridbuting, and supplying gas to the
public and particularly to the inhabitents and industries situated
in the County of Fresno; including the indeterminate franchisc
granted by the Board of Supervisors of the County of Fresno by
Ordinance No. 455 adopted June 7, 1955. Also, that the Commission
in Decision No. 53037, dated May &, 1956, issued to applicant a
coxtificate of public convenlence and ncecessity to excrcise the
rights and privileges granted by said Ordinence No. 455.

The Commission in authorizing applicant to exercise

the Frosno County franchisce under Decision No. 53037, Application

No. 37740, provided that it shell not exercise the franchisc for
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the purpose of competitively supplying gas in the arcas servod by

the Southern Californian Gas Company and/or the City of Coalinga.

In that decision the Commission also provided that it may hervafter
by appropriate proceeding and order limit the authority granted

to applicant as to any territory within said county not then being
served by it.

Rights of Way and Easements

Applicant proposes to instcoll the mains in part on
private rights of way as well as on public highways, streets, roads
and places in Fresno County and in the City of Huron, and intends
to acquire such privatc rights of way and casuments as shall be
necessary or usceful in connoetion with the installation and maine
tenance of the project.

Miseellanecous Items

Applicant states that the souwrce of the natural gas
will be from the lower San Joaquin Valley ficlds or from
out=-of-state sources. The gas is trensported northerly from the
Kettleman comprossor station through meins Nos. 100 and 300, and
will have an avorage wonthly heating value of approximetely -

1100 Btu per cubic foot.

During the course of the hearing it developed that
applicant had used 2 form for signing up the »rospective 2pplicants
that was not part of its regularly filed tariffs. Applicant’s
witness steted on cross-cxamination that it considered this form
%o constitutc a contract betweon it and the prospeetive customer
to take and use gas, after service had been commenced, for a period
of threc years. He stated that the company would atteapt to
enforce the contract if it suffered a loss in rovenue as a rcsult
of the¢ customer moving off the lines or changing appliances.

Applicant did not introducc the form it used in ecvidence. We cannot,
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therefore, fully analyze this fbrm to detirnine whether there arg
conflicts between it and the rules on file with this Commission,
nor is this 2 proper nrococding to determine whother or not appli-
cant shouwld be authorizcd to use the form. The order will providec
that applicant shall construc the provisions of the z2pplicaticn
form to be no more restrictive tham the rules now on file with

the Commission.

Applicant, if it dosires to usze special forms in the
future, should file them in accordance with the provisions of
Generel Order No. 96.

Applicant requested that this projeet be considered on
its own merits without regard to thé provisions of its extension
rule on file with this Commissibn. It proposed that no advances
be required from any of the prospective consumers that have now
requested gas service and stated thet this was one of the reasons
for requesting the Schedule G-6.3 level of rates for this area;
however, it stated that it proposed to apply the oxtension rulcs
for future business and the Schedule G-6.3 lcvel of rates. This
proposal docs not appeer reasonable to us. Applicant should
furnish service to all customers in this arce, during the development
period, insofar as possidle, con the same basis, and-thc fact that
somc prospective customers may net now be in a2 position to require
gas service should 10t ve a reason for possibly requiring advances
at a2 future date.

The Schedule G=6.3 lcvel of rates is reasonably com-
pensatory to applicant based on‘the ¢stimated investment in this
project and should continue to bHe if the iavestaent mede for new
customers does not excced that proposed to be made herein.
hdditional incremental revenues will acerue to applicant from
any new customers connected 0 this system who do not iequire

extensions.
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It appears reasonchle that applicant provide to 2ddiw
tional customers, within the service ares granted kerein, a froe
allowance equal in longth to the average investmont por custimer
in distribution mains &s proposed for this project, divided by the
cost per £oo%t of 2~ and 3~inch main filed aanually with 1ts
Commission in cemnection with its extension rules, for a period
of three years after the date of the completion of the system.

Pindings and Conclusions

The Commission finds‘ﬁerit in the applicant’s proposal
and concludes that the applicant should be a2uthorized to extend
its gas service to the City of Huron. Likewise, the Commission
sees reascn for the concern of the Southern Califormia Gas Compony,
becouse the gpplicant will nct now agree to a boundery line and
limitation cf service areas in Fresno County. To solve this
boundary problem in this proceeding would unduly delay the extension
of service to Huron. Accordingly; cpplicantts motion to strike the
testinony by the witness for the Southern Califcrniz Gas Company
is denied and the zpplicant will be required ¢ negotiate with
the Southern Californiz Gas Compeny to arrive at a reasonable
solution to the boundary gquestion witain & reasoacble time..
Pending such negetiation applicant's service area under the
certificate granted herein will be limited o an'area six miles
in width, with the center line following the gos main from its
Mains 100 and 300 to the City of Huron, and to &n area witkin'a
radius of three olles from the city limits of Huron. We will not
nold this proceeding open pending the zegotviation, but when the
parties are ready to establish an cppropriste boundary line, the
companies should corncurrently file suitzble mops delineating the

boundary line.
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The Commission finds thot pudblic convenience and
necessity require the construction, operation and maintenance of
21,940 feet of 3-inch high pressure gas main in Fresno County;
and 4,390 feet of L-inch, 3,355 feet of 3-inch, and 13,295 feet
of 2-inch high presswre gas moin within the City of Huron,
generally as described in the application, to serve natural gas
in the City of Huron and adjacent areas located within three miles
of the proposed facilities; and the acquisition and use of all
lands, rights of way arnd easexents, and the exercise of all rights;
permits and franchises, includihg Ordinance No. 65 of the City
Council of the City of Kuron, ané Ordinance No. 455 of the County
of Fresno; o such extent as is necessary to install and operate
the proposed pipeline project.

The certificate of public convenience and necessity
issued herein iz subject to the following provisions of low:

(2) Thet the Commission shall hove no power to
cuthorize the capitalization of the franchise
involved herein or this certificate of public
convenience and necessity or the right to

own, operatve or enjoy such Lfranchise or cer-
tificate of public convenience and necessity
in excess of the zmount (exclusive of zny tax
or arnual charge) actually paid to the State

or to & political subdivision thereof as the -
consideration for the grant of such franchise,
certificate of public convenience and necessity

(b) That the franchise involved herein shall never
be given any value before any cowrt or other
pudblic authority in any proceeding of any
character in excess of the cost to the grantee
of the necessary publication and any other
sum paid by it to the municipality therefor 2t
the time of acquisition thereof.

OQRDEER

The above-entitled application having been considered,

& public hearing having been held, the matter hoving been submitted
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and it having been found that public convenience and necessity
50 require,
IT IS HEREBY ORDERED:
1. Thav o cervificate of public coanvenience aad necessity be
and it is granted to Pacific Cas ond Electric Company to:

2. Construct, operate and maintain the natural
&as project hereinbefore described.

9. Exercise the rights and privileges granted

it by Ordinance No. 65 of the City Couneil
§g5ghe City of Huron adopted September 19,

¢. ZIxercise the rights and privileges granted
it by the County of Fresno by Ordinznce
No. 455, to the extent necessary to con-
struct, operate and maintain the natural
8as project hereinbefore described and make
exteénsions therefrom in the normal course:
of business to on arex six miles in width,
the center line of which follows the gas
mein from Mains 100 and 300 to the City of
Aduron, and within a radius of three miles
roz the city limits of Huron as set forth
on Exhibit B attached to the application,
2ll in Fresno Couaty. |

2. Thet upon completing and placing in operation the proposed
natural gas project to furnish and supply natural gas service to
residents of and industries situated in the City of Huron and
territory adjacent thereto and persons located along or adjecent
to the naturzal gas tronsmission mains to be installed as part of
said project, applicant shall do 50 at rates contained in filed
and effective gas rate Schedules G-6.3 and G-50.

3. That opplicant shall maintain its records so that
revenues, capival costs, and operzting expenses for the natural
gas project herein zuthorized noy be readily determined 2t any
time and until such time as Schedule G-6.3 is replaced by 2 lower
rate schedule, applicant shall file with the Commission a2t the end
of each year's operations, & statement for the Preceding yeer in

the form set forth in Exhibit D attached to the application.
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L. That applicant shall not construe the provisions of the
cpplication form which it used for signing up prospective customers
30 48 10 glve it any groater or additional rights or to be more
restrictive than tho rulos on £ilo with this Commission as of the

~effective date of this order.

5. That applicant sholl provide to customers, in addition
to the present prospective customers, in the ares certificated
herein, within three years after the date of completion of the
system, a free main extension allowance equal in length to the
average investment per customer in distribution mains as proposed
for this system, divided by the cost per foot of 2- and 3-inch
mein filed annually with this Commission in conacetion with appli-
cant's extension rules., Insofar as the foregzoing requirement
may result in deviations from the presently filed meoin extension

rule, authority for such deviations is authorized herewith.

6. That gpplicant shall file on or before August 1, 1958,

in accordance with the requirements of General Order No. 96, o
nep scceptable to the Commission delineating the common boundary
between the territory of applicant and the territory of Southern
California Cas Company in Fresno County.

7. Thet applicant shall notify this Commission in writing
of the completion of the system for which this certificote is

gronted, within sixty days thereafter.
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The autherization to comstruct this natural gos project
will expire if not exerc¢ised within one year from the date hercof.

The effective date of this order shall be twenmty days
after the date hereof. 2

Doted ot Los Angeles , Coliformia, this 29 —day

of JANUARY. , 1957, /j .

~ Commissioners




