
Decision No.' ------
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Joint Application ) 
of PACIFIC GAS AND ELECTRIC, CCMPANY and ) 
SOUTHERN CALIFORNIA GAS CCMPANY for an ) 
order authorizing applic~~ts to carry ) 
out the terms of,an agreement dated the ) 
11th day of December, 1956,' covering ) 
the delivery of ~atural gas by the former) Application No. ,e865 
to the latter from its Topock-Milpitas ) 
pipeline solely for resale to Monolith ) 
Po'rtl;lnd Cement Company and the delivery ) 
of an equivalent quantity of natural gas ) 
in excha.."lge therefor at" the Paloma. . . ) 
recycling plant. ) 

OPINION AND ORDER 

AERlicants' Reguest 

Pacific Gas ~~d Electric Company, hereinafter referred to 

as Pacific, and Southern California Gas Company, hereinafter referred 

to as Southern, filed the above-entitled appliea~ion March l, 1957, 

seeking authority to carry out the terms of ~ agr"ecime'nt dated. 

Dec<.=lmber ll, 1956, a copy of which is attached i~"the application as 

Exhibit A. The application states that Southe~ has bee~ supplying 

interruptible natural gas service to the cement plant of Monolith 

Portland Cement Company, hereinafter called Monolith, at Monolith, 

California, through its San Joaquin V'alley-Monolith pipeline .. 

Monolith's present requirement for gas is 14_2 million cubic feet ?e~ 

day, of which Southern is now able to supply approximately 12 million 

cubic feet per day through its system. Monolith's total daily gas 

requirements are anticipated to be 16_) million cubic feet by June, 

1957; 20 million cubic feet during the year 1958; and 27 million 

cubic teet during the year 1960. Southern alleges that it has' made 

studies to determine how the supply of interruptible natural 
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gas to Monolith can be increased and concludes that the least 

expensive course is to obtain th,e necessa,~y supplemental volumes of 

gas from Pacific's Topock-Vdlpitas pipelin~, the nearest point of . 

which is located abou.t 3i miles from Monolith's cement plant. 

The agreement provides that Pacific shall deliver natural 

gas called ~exchange gas~ from its Topo¢k-Milpitas pipeline to 

O: ..... '···nr. .... n "'o'cl~" ,.0 ......... e.:o ... ' '''·'''' ~·ono'~ .. h v'''; '-A"'... ...... tel .... J It. .. .... 1iIiJ~ ... ~ .., • ."" J. • ..... ~ .. .- Sout~ern zhall deliver, or 

cau:;e to be delivered, to Pacific at th~ Paloma recycling plant, at 
. 

zubstantially the same hourly rates as Pacific is delivering gas to 

Southern, a."l equivalent quanti'eY of gas of a ~u.;!lit.y :tnd he".ting 

"Ialu~ acceptable to Pacific and ,'?, pres::;ur'e sufficient to ent~r 

?acii'ic's cx5.8ting fac5.1itizz 9.'e Pt:.10ma but :let in 0XCO:-$ of $00 psig. 

P:~,c:!.fic ::.ay ct:....-tail or cease deli verie~ to Southern her~t.:.'"l'ier in 

~cr.ordance with P~ci~1c's procedure for curt~iL~en~ of deliveries to 

tive Schedule G-56. Whenever Southern fails or is unable ~o del!ver 

tc Monolith ~ro~ its San Joaquin Valley-Monolith facilities a minimum 

qunntity or 12 million cubic fcc'e pc~ cey, Pacific is not obligated 

to deliver to Souther:') an~r ncc.i-:':~~:'lel quc.ntities of gas to m~ke up 

the deficiency in supply to Monolith. 

The agreement also proviees the'e Pacific shall construct 

and maintain 0. zuitablo tr-l.? on the !opock .. M::':r;it.ls pipeline ncar 

Monolith, Califorr.ia, ,,,:-1d. s'!..~it~ble prcs::u.rc rcgul:lting and metering 

equipment ncar this tap for. the purpose of exchanging gas. Southern 

~h,'lll cor-struct. one!. ma~r..t':lin all other facilities, including meter­

ing equipment D.t Paloma rccj"c1ing plant, rcql.!irod tor 'eho exchan~~ or 

gac. The facilities which Southe:n mus'e construct and maintain in 

order to make deliveries to the cement p1.:lnt of r.1onolith will consist 

or 17,710 feet of 6-inch main at an estimated cost of approxima'ecly 
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$51,569; sales met.er a.nd regulation faci11tiess:tMono11th which will 

cost approximately $11,650. Facilities which Sou~hern must construct 

at Paloma recycling plant will ,consist of plant piping, metering 

..... f'~c11it1e' and flow controller at @ approximate CO:lt of $5,000 .. 

The a~~e~mcnt furthor providc~ that Southern zhall f110 ~ 

new rate schedule with ,this Commission under which Monolith will pay 

Southern for all gas delivered to it from Pacific's Topock~ilp1tas 

pipeline an effective terminal'block rate of )0 cents per Mcf. For 

all exchange gas delivered to Southern, it agrees to pay Pacific a 

unit exchange fee equal to the difference by which the terminal ,block 

rate of PaCific's then effective Schedule 0-;6 exceeds the effective 

terminal block rate under the new rate schedule filed by Southern. 

In the event the block 'commodity rate form of Pacific's 0-;6, or the 

rate form of Southern's new rate sche~ule shoul~ be changed to another 

rate form, the unit exchange fee shall be renegotiated by Pacific and 

Southern. Such renegotiated exchange fee shall not be great~r than 

the difference by which the average rate per Mcf obtained by apply­

ing PaCific's then effective schedule, exceeds the average rate per 

Mcr obtained by applying Southorn's then ~rrective schedulo to 

deliveries of exchange gas to Southern for the purpose of' serving 

Monolith for the l2-month period immediately precedi:lg the effec'tive 

date of zueh changed schedule. The agreeoent provides that the unit 

exchange fee shall nev~r be less than: cent per Mcr .. 

The agreement is to become effective on the first day of 

the month following authorization by this COmmission, or on the date 

on which Southern'S proposed new rate schedule becomes effective, 

whichever is later. The agr~ement will continue in effect for five 

years thereafter) and thereafter from year to year unless terminated 

by either party upon one year's written notice given at any time 

after four years from the effective date of the agreomont. If the 
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, . 

agreement does not become effective as provided ~thin six months 

from its date, it shall terminate .forthwith. The agreement contains 

the COmmission's -usual jurisdictional clause. : : ..... , 

Findin~and Conclusion 

The application states that, based on the quantity of 

natural gas which.~outhern esti:nates it will se~l to Monolith during 

the 5-year period next following the commenceoent of deliveries of 

such natural gas, Southern estimates that it Will earn at leas~ .an·. 

average annual rate of return on the cost of such facilities of " 

lO.per cent duZing such ;-yearperiod. Supplemental information ,has 

been made available to our staff covering the rate of return study of 

the proposed Monolith exchange. The revenues to Southern. have been. 

computed at the proposed rate of 30 cents per Mcf and cost of gas; 

returned by Southern to Pacific is . computed at a 'Unit cost of 2S.73 

cents per ~c£, which includes the present price of gas of 27.44 cents 

per Mer for steam-electric plant servic.e under Southern 'f s Schedule 

No. G-;; plus an exchange fee of 1.3 cents. per Mcf. 
" . 

The Cocunission desires t.o place Monolith, PaCific and 
I', .. , 

Southern on notice .~hat .. there arc proceedings .presently pending 

before it whi ch . contain issues concerning the ~?st of gas and . 

priority of service of large interruptible customers. This ... 

Commission has cont,inuing. jurisdiction :of ~~ility., rates and serviee 

and may, from. time to t~m~), order cha:lge,s. i~, .rates and priority of 

service which may aff.e,ct,;the:cond1tions of ,s~~ce e.overed in the 

proposed agreement in this ,a.pplicatio~. ' Soutb..e.~ ~ should· adVise 

Monolith of this situation. ." ~ ,., 

Applicants allege that the exchange arrangement will not 

constitute a burden on any of their eXisting ra~epayers but will be 

of value to applicants and their customers a.."'ld will be especially 

beneficial to Monolith because it will be able to purchase gas at a 
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lower cost than it can purchase competitive fuels at the present 

'time. After considering the contents of the application, the 

Commission finds and concludes that the application should be grantee. 

As mentioned above, Southern, at the request of our staff, 

has furnished additi onal c.ata and information which we deem necessa.""Y 

to a full understanding of this ~atter. Such data and information 

were transQittcd by letter dated March e, 1957, and we believe that 

the letter and attachments thereto should be made a part of the 

record,in this proceeding. The orc.er will $0 provide. 

The Commission wishes t~ point out that applicants seeking 

ex parte action have an obligation to provide full and complet~ 

information in the application or in exhibits thereto so that a full 

understanding of the situation may be had from a review of the 

application. 

The Commission haVing considered the request of applicants 

and·being of the opinion that the application should be granted and 

that a public hearing is not necessary, therefore, 

IT IS HEREBY ORDERED that: 

1. Applicants be and are authorized to carry out the 
terms of an a~eement dated Decemoer 11, 1956. 

2. Southern California Gas Company is authorized to 
file with this ComlTlission in conformity with 
General Order No. 96, a revised Schedule G-53, 
which shall include a paragraph under "Rates" sub­
titled "Supplemen~al Service to Monolith Portland 
Cement Company" to read as follows: 

"Notwithstanding anything herein else­
where contained in this schedule, the 
rate for all natural gas coming from 
the Topock-Milpitas gas transmission 
pipeline of Pacific Gas and Electric 
Company and delivered to the cement 
plant o~Monolith Portland C~ent Com­
pany at Monolith, California, shall be 

. 30 cents per Mc!, su.bj ect to adjustment 
to reflect va.~ations in the heating 
value of such gas as hereinafter pre­
scribed," 
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and, af't~r not less than £i ve days f notice to 
this Cocmission and to the public, such filing 
shall be effective on th~ date that service is 
first furnished to Monolith under the agreement 
dated December 11, 1956. 

3. Applicants shall file three, certified copies 'of 
the agreement as executed within thirty days 
after the effective date of this order. 

4. Applicants shall notify this Commission of the 
date of' ter.oination of said agreement within 
thirty days a.~er said date of tercination. 

5. The letter dated March 8, 1957 and attachments 
thereto submitted by Southern California Gas 
Company shall be docketed and made a part of 
the record in this proceeding. 

The authorization herein granted will expire if not 

exercised within one year after the date hereof'. 

The'effective date of this order shall be twenty days after 

the date hereof. 

~ I~ -day 


