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BEFORE 'tHE PUBLIC UTILI'tIES COMl'-!ISSION OF THE STATE 01.' CALIFOR1'lJ'IA 

In the Matter of the Application of ) 
PACIFIC GAS AND ELBCTltrC C01\1fANY for ) 
an order issuing to applicant a cer- ) 
tificate of public conveni'ence and ) 
necessity to exercise the right, ) 
privilege and franchise granted to ) 
applicant by Ordinance No. 550 of the) 
Common Council of the City of Gilroy)) 
County of Santa Clara, State of ) 
California. ) 

(Gas) ) 

Application No. 39358 

F. T. Searls, Y~lcolm A. MacKi110p and David R. 
Fu11er~ by John s. Coo~, for applicant. 

o PIN ION ---------

Pacific Gas and Electric Company, in this proceeding, 

asks for a certificate of public convenience and necessity to exer­

cise the rights and privileges of a franchise granted by the City of 

Gilroy, permittin8 the installation, maintenance, and use of a gas 

distribution and transmission system in the streets of said city. A 

public hearing was held before Examiner Thomas E. Daly on Novel'll ber 7, 

1957 at San Francisco. 

The franchise referred to, a copy of which is attached to 

the application and designated as Exhibit A, was granted by the city 

in accordance with the Franchise Act of 1937 and is of indeterblinate 

duration. 

Applicant is presently serving the City of Gilroy pursuant 

to a gas franchise acquired from its predecessor, Coast Counties Gas 

and Electric CompanY1 by Ordinance No. 453. The franchise was granted 

for 3. 25-year term. Said franchise provides for an annual pay'ment 

of 2 percent of the gross annual receipts derived by applicant from 

the sale of gas within the city. Since the Coast Counties Gas and 
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Electric Company was merged with applicant on August 31) 1954) appli­

cant has not complied with the 2 percent provision) but has paid the 

city an amount equal to the highest yearly payment ever made by 

Coast Counties with the understanding that it would increase the 

payment whenever a payment under the Franchise Act of 1937 ~rould 

exceed such amount. Applicant followed this procedure for the years 

1954) 1955 and 1956. As consideration for the new franChise applicant 

agreed to pay to the city the difference betwe~n the pegged :9rice 

paid for the years 19541 1955 and 1956 and the 2 percent amO~lnt pro­

vided for in the old franchise, plus interest at 5 percent pE~r annum 

as well as the full 2 percent of the sales from January 1, 1957 to 

and including June 12) 1957, the effective date of the new franchise. 

The cost of acquiring the new franchise) including pub1icatio,n costs, 

amounted to $4,035.01. 

Under the terms of the new franchise applicant has agreed 

to pay an annual fee in accordance with the 2 percent provision of 

the old franchise. Such amount will be paid until June 17) 19721 

the expiration date of the old franchise. Thereafter an annu~~l fee 

will be payable to the city equivalent to 2 percent of the gross 

receipts arising from the use, operation, or possession of thE! 

franchise, but not less than 1 percent of the gross annual receipts 

arising from the sale of gas within the limits of the city under 

said franchise. 

No objection to the granting of the requested certificate 

has been entered. Furthermore, this utility or its predecessOJ~S 

have, for many years, served gas in and about the City of Gilroy 

without competition. As of December 31, 1956, it served 1,9$4 

customers within the city from approximately 23.52 miles of gas 

mains therein. 
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After consideration it is hereby found as a fact that 

public convenience and necessity require the exercise by appl:Lcant 

of the right, privilege and franchise granted to applicant by 

Ordinance No. 550 of the City of Gilroy. 

The certificate of public convenience and necessj.t)r herein 

gra~ted is subject to the following provisions of law: 

1. That the Commission shall have no power to 
authorize the capit&lization of the franchise 
involved herein o~ this certificate of public 
convenience and necessity or the right to own, 
operate or enjoy such franchise or certificate 
of pu.'olic convenience and necessity in excess 
of the am01.Ult (exclusive of any tax or annu,al 
charge) actually paid to the State or to a 
political subdivision thereof as the considera­
tion for the grant of such franchise, certificate 
of public conver.ience and necessity or right. 

2. That the franchise involved herein shall naver 
be given ~~y value before any court or other 
pujlic authority in any proceeding of any 
charactGr in excess of the cost to the grantee 
of the necessary publication and any other sum 
paid by it to the m~~icipality therefor at the 
time of the ~cquisition thereof. 

The above-entitled application having been filed, a public 

hearing having been held, the matter having been submitted and now 

being ready for deciSion, 

IT IS HEREBY ORDERED that a certificate of public conven­

ience and necessity be and it is hereby granted to Pacific Gas and 

-3-



e 
A. 3935$ ET 

Electric Company to exercise the rights and privileges granted by 

the City of Gilroy by 0r~inanee No. 5S0 adopted V~ 13, 1957. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at ,.~£-"ji£~~j" California, this ---./._0_::_= day , 


