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D~eision No. 

BEFORE TEE PUBLIC trL'ILITIES COMMISSION OF raE STAXE OF Cl!J.,120R!~ 

In the Ma.tter of the Application of ) 
PACIFIC GAS AND ZLEcrr~C COMPANY, a. ) 
corporation, for a certificate of ) 
public convenience and necessity ) 
authorizing i~ toconstruet a 36- ) 
inch na~al gas pipeline and re- ) 
lated facilities from thQ California- ) 
Oregon 'boundary to. Antioch, california. ) 

Applie.o.tion No. 40738 

(Appearances and Wituesses are lis'ted in Appendix A) 

OPINION 
~- ... --~--

Applicant r S Repst 

Pacific Gas and Electric Company filed this application 

on January 9, ::'959, requesting the Commission to issue 'to it a cer

tificate of public convenience and necessity for the construction, 

operation m.ld maintenance of a 36-ineh naeural gas pipeline from the 

California-Oregon border to Antioch. l'his pipeline will form the 
.. 

California portion of a project bavirtg an initial capacity to 

deliver 414 million cubic feet of natural gas per day from the 

fields of western Alberta in ~da to the San Francisco Bay area. 

n'lC! pipeline will pass through the cO\mties of ~.I.Odoe, Sisld.you,. 

Shasta, Tehama> Glenn, Colusa, Yolo, Solano, Sacramento .and Contra 

Costa. 

Public Hearings 

Fourteen days of public hearings in this matter were held 

in San Francisco before Commissioner Theodore R. Jen~er sed 

Examiner James F. Haley on the follO'W'ing dates: Oc::ober 1> 

November 9, 10 and 13, December 1 and 2> 1959; March 1 through 4, 

7 through 9, and April la, 1960. The matter was submitted on 
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March 9, 1960, subject to the filing of concurrent briefs :lot l.a.tcr 

than April l~, 1960, and subject to oral" argument for rebuttal pur

poses, which was held on April 18, 1960. 

Applicant's ~ratioos 

Pacific Gas and Electric COQPacy is cng4ged princ1pally in 

the business of furnishing electric and gas service in Northern ~d 

Central California. Applicant: also distributes and sells water in 

a number of communities and provides steam-heat service in parts of 

San Francisco- and Oakland. 

Applicant or its predecessors have been supplying gas to 

domestiC, commercial a:o.d industrial customers since l852. With 

minor exceptions, applicant supplied only manufactured gas until 

1929, when it began the substitution of california uatural gas for 

the manufactw:"ed fuel. In 194,3, when it bec.amc app8rent that within 

a few years the requirements of its customers would exceed the 

prospective supplies of California natural gas, applicant commenced 

the study of out-of .. state sources. As a result, an agreement to 

purchase out-of-state gas was concluded in 1948 with El Paso Natural 

Gas Company (El Paso). The actual delivery of such gas under an 
, " . 

initial authorization of 400 million cubic feet (112c£) per dayl was 

commenced in 1950.. Because of the heavy growth in the 1X?f'Ulation 

of CalifOrnia, as well as a rapid rise in per capita energy require

ments, purchases of out-of-state gas nom El Paso have increased to 

the present certificated quantity of over one billion cubic feet per' 

day.. Over 70 per cene of applica:at' s gas is now obtained from this 

single supplier:J the remaiDder being obtaine.d from Califorrd.a. 

sources. 

Proposed Alberta-California Project 

Basec1 on the premises that its gas requirements 'Will con

tinue to rise rapidly and that the public interest will be better 

1 At !4. ':> pounds per square inch pressure (pSl.). Except where foot
noted) volumes used herein are at a pressure base of 14.73 psi. 
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served by having more than one source of out-of-state gas, applicant 

proposes to build and operate, in participation with several other 

companies, a. 36-inch pipeline l,400 miles long, to transport gas 

from the Province of Alberta in Ca:nada to California. 'I'b.e Alberta.

california project will have an initial «vuage delivery capacity of 

414 ;'cf per day and an optimum delivery capacity of 800 M2cf per 

day at Antioch, the California terminal of the proposed pipeline. 

Applicant estimates that the cost of the 296-mile portion of the 

project in California) for which certification is sought herein, 

will be $63,930,000, ~~, that the cost of the total project will be 

in the order of $340, 000 ~OOO. 
Under applicant's proposal) a number of companies will 

p.orticipate in bringing Alberta gas to California. Alberta and 

Southern Gas Co. Ltd., will purchase gas for the proj¢ct from 

Alberta producers at the well sites. !he Alberta Gas Trunk Line 

Company Limited will gather the gas frOtll the fields and transport 

it to, a point near the Alberta-British Columbia border. From this 

point it will be transported across southeastern British Columbia 

by Albert.a. Natural Gas Company to the United Staees-Canadian border, 

where Pacific Gas '!'r:msmission Company will purchase the gas from , 

Alberta and Southern Gas Co. Ltd., and transport it through Idaho, 

Washington and Oregon eo the California-Oregon border. Applicant 

will pureb..asc the gas at the california border and, by Inea:cs of the 

pipeline for which certificate is sought herein, W"ill transport the 

gas to. Antioch where it will enter applicant's integrated, gas dis

tribution system. 

participating Companies 

Brief dcscziptions of the companies which will participate 

with the applicant in the Alberta-California Project are set forth 

below:, 
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1. Alberta.and 'S.:nlthern Gas Co. Ltd. (Alberta and Southern) 

was organized under the laws of the Province of Alberta and is a. 

wholly owned subsid~J of the applicant. It is a company estab

lished for the principal purpose of purchasing gas from Canadian 

producers and arranging for its transportation to the International 

Boundary, near I<ingsgatc, British Col'1Jmoia,. where Alberta and 

Southern will sell it to Pa.cific Gas Transmission Company. Alberta 

and Southern will neither physically transport gas nor own or oper

ate /'JIly transmission line. Alberta. and Southern will also purchase a 

relatively snuJll amount of gas for Canadian Montana Pipe Line Com

pany (Canadian-Montana) a wholly owned subsidiary of The Montana 

Power Company. 

2. The AJ.berta Gas Trunk Line Company'Limited (Alherta Trunk 

Line) will construct,. own and operate the necessary pipeline within 

the Province of Alberta for the gathering 'and transporting of gas 

for the project. Alberta Trunk Line was incorporated by special &et 

of the Legislature of Alberta for the purpose of gathering .and trans

porting gas within the Province for all gas export projects. Under 

the provisions of the Alberta Gas Trun1e Line Act, two of Alber1:a 

Trunk Line's maximum of seven directors are appointed by the govern

ment of Alberta, and the remaining directors are elected by the 

shareholders. Alberta Truxil, Line has no affiliation with the 

applicant. 

S. Alberta Natural Gas Company (Al~rta Na.tural) was incorpo

rated by special act of the Parliament of Canada and is euthoriz¢c 

to transport: gas in interprovincial and foreign commerce. .Alberta 

Natural W'ill transport gas through British Columbia on a cost-of ... 
, 

service basis for the Alberta-California project ana for Westcoast 

Transmission Company (West Coast). One third of the common stock of 
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Alberta Natural will be held by West Coa.st~ one third will be held 

by Pacific Gas Transmiss.ion Comp.any ~ and one third will be offered 

to the public. 

4. Pacific Gas Transmission Company (p .. G. T .. ) is a California 

corporation in which SO per cent of the COt'lltJlOn stock will be owned 

by applicant) .and 25 per cent will be owned by a group of· four com

panies associated witb. the development of the prOject. 2 The remain

ing 25 per cent: of the stock will be offered to the public. In 

addition to transporting gas for the project from the Canadian 

border to California, it will transport gas purchased fro:n West 

Coast by E1 Paso as a contract carrier on a cost plus. retu:rn basis. 

P.G.T. will construct) own and operate the necessary pipeline facil

ities for these purposes. 

Need for Additional Gas Supplies 

The record shows that applicant r s service area has large 

and growing requirements for natural gas. A seeady ix:crease in both 

ntmlber of customers and usage per customer has been occurring. In 

1942, applicant and its predecessors supplied gas to 4bout 700,000 

firm customers who during that yea:r used an average of 84 thousand 

cubic feet (Mef). By 1958, the number of such customers had exceeded 

1 ~ 500,000 end their average annual gas cOtlSl.lmption had risen to 

133 Mcf. The estimates introduced in this proceeding by both appli

cant and the Commission staff show that between lS60 and 1965 the 

average-day total gas requirements of applicant'.s service area will 

increase at a rate of 93 112c£ per cLay per ye<rr, and th.a.t the abnormal 

pecl<-day requirement for £icn service will increase at a rate of 

lOG· 112c£ per day per year. T'oo project will thus have the initial 

c.::.pability of tci!ting care of about feu::' years" growth in load. 

2 Canadl.an Bechtel Limite"C:, 9%; Blyth &; company, Iiic., 1'1.; Interna
tional Utilities Corporation, 7%; and The ~tana Power Cocpany, 
27.. 
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The following tabu1~tion is a comparison of the estimates 

of applicant and. staff for firm requirements and existing gas sup

plies carried forward from the winter of 1962-63, the first full 

heating season during which'deliveries of gas from the Alberta

California Project can be expected: 

. . 
: Annual 
: Period 

62-63 
1963 

63-6l~ 
1964 

64-65 
1965 

65-66· 

62-63 
1963 

63-64 
lS64 

6li-65 
1965 

65-66-

62-63 
1963 

63-64 
1964 

64-65 
1965 

65-66 

COMPARISON OF APPI..ICAN'I'cS AND STAFFtS 
ggTfi~m~~¥F ~%~R§W~~NfS AND 

EX~!N~ PL . 

: :Average Day Colaer · Average Day of · :Abnormal Peak Day: 'I'ha:n Average Year · Avcr~e Year · : M2cf/Da~ : M2eflDa"}", · M2c /Da'l. · : AE2Iicane : sea:::!: :AE2!icant: -ta~F: A22I:icant : -Sta3:3: 

Existing Gas Supplies 

Exh.4S Exh. 3S Exh. 4S /365 Exh. 3S Exh. 4S /36S Exh40 3S 

2,322 2,685 - 1,401 1,359 
1,283 l,283 -2,262 2,685 - l,401 -' 1,359 
1,288 1,288 

2,203 2,685 - 1,401 1,359 - 1,326· l,326 -2,147 2,685 1,401 1,359 

Firm Re~irements 

Exh. 45 Exh .. 35 ~B. Em. 35 :Zxh.3 CO'. 5 Exh.'35 

2,270 2,373 901 813· '. 866 779 
2,380 2,469 939 '. 845 ... 906 - 816 -2)493 2,584- 982 - 884 

950 ... 855 
2,612: 2,711 1,030 927 

Excess or Def1ciencz ever Firm Rcc:.uirements 

Exh .. 45 Exh~ 3S From Above Exh ... 35 From Above Exh40 3S 

52 312 500 546 - - 417 ... 504 
(118) 216 4SZ 514 - 332 1.).72 
(290) 101 ... 419 - 475 

376 471 -(465) (26) - 371 432 

(Deficiency) 

a. Average day estimates of the applicant have been 
:f.ncreased by ratio of staff's c:01der-than-average 
day •. 
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'l'he inclep~dent estimates of the applicant and of the 

sta.f~ as shown above demonstrate conclusively that within the next 

few years firm requirements on an abnormal. peale-day basis will exceed 

the maximum. availability of gas frODl existing sources, i:lcluding 

present unl~erg:t'ound storage. 

Looked at on the basis of the .average day of a eolder than 

average yca:r, or on the basis of an average d.ay of .on 4Veragc year, 

existing cupplies appear adequate to meet firm requirements for the 

reasonably predictable future. On the basis of total system require

ments, ho-'..zevcr, the evidence shows that without additional goils sup

plies applicant will be unable to meet by 1964-65 either the total 

steam-electric requirements or the total interruptible industrial 

:cl.iUircmcnts of its system on an average day of an average teq>era

ture yc;;:r. 

'!he evidence shows that during the period 1960-70 the 

population in applic<!1lt f s serlice area will i:lcrea.se by .;'l.bout 40 per 

cent. Correlation of historical trends in the gas requirements of 

applicant f s service area with past population growth leads to the 

incsc~pable conclusion that total fir.m rc~ir~ts and total inter

ruptible rcqui:'cments will continue to incre~se just as certail:ly as 

the popUlation. The record contains clear and convincing evidence 

that applicantrs primary gas supplies must be substantially augmented 

to meet the needs of· an expanding pO!,)ulr..tion end to maintain the 

vigor of california's two-fuel econocy. 

The record contains comprehensive testimony regarding pos

sible sources of addit:i.oruU. ga.s which could be msdc av.o..ilable to ~ct 

gas requirc=enes.. As al::ernatives to constructiono~ c. large cliaIx:etc:: 

?ipcli:le project at this time, testimony and exhibits were introduced 

relOlting to other me.ans of meeting such requiremen:es. 'l'hesc include 

underground storage of nat"tlraJ. gas, higl'l.-pressure taxll:C. stora.ge of 
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propane) ~cfriserated tank storage of propane .and, manuf~cture of 

'high Btu oil gas. 

Underground storage is not a primary source of supply. It 

conforms the 'rate of supply to the rate of requirements, but it docs 

not add to the over-all supply of ga.s. The use of propane or manu

factured oil g:l.S for meeting abnormal firm. pC3l( requirements would 

offer certain economies in serving the firm customer. From the 

standpoint of tot.a.l system requiremen1:s, however, these fuels are 

shown to be considerably more costly ~han natural gas· from a pipeline 

project. FurthcrtlOre, certain practical considerations) such as lack 

of experienced plant personnel, zoning restrictions, air contam:i:ea

tion and by-product disposal present difficult operating problems in 

the case of high Btu oil gas plants. 

Because of its complexity and magnitude, a large diameter 

pipeline project of the length proposed cannot be preCisely timed 

to make first deliveries during the exact heating season that addi

tional gas may be needed. Nevertheless, the evidence clearly shows 

that such a project is the most practicable means by which applicant 

c:m add to its primary gas supplies to ensure that it will be able to 

t:C:et the continuing growth in the demands of its service area.· 

Alberta Gas Supply 

Tha logic of matching applicant's growing requirements for 

gas with the virgin gas resources of western Alberta is abundantly 

clear upon this record. Too total. proven and probable A.lberta gas 

reserves presently under contract or letter agreement for the 

Alberta-California Project aggregate over five trillion cubic feet, 

making a pipeline of the length contemplated economically feasible .. 

:"'c.c evidence indicates t'nat these :resc%V'es Clave excellent prospects of 

being. considerably enlarged through r~1:be: discovel:'ies. The Alberta 
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Oil and Gas Conservation Board in its report (If September: 1958, 

presented estimates that the ultimate reserves of recoverable gas 

in the Province ranged from 60 to 102 trillion cubic feet. Accord

ing to l:\ recent report of Canada f s Royal Commission on Energy, it 

would not be UDreason~ble to expect ~ ultimate rcc~very of 

300 trillion cubic feet of gas from western Canada. 3 With these 

prospects in vicw> applicant has included in the design of the pro

posed pipeline t~e meens ~f economically enlarging its cap3city 

from an initial delivery rate at Antioch of 414 M2cf per day to an 

ultimate of some 800 M2ef. As the delivery rate is increased toward 

the line's ultim.a.te c.apacity, the ur..it cost of 'transporting too gas 

should decline subst~tially. 

A most significant advantage of Alberta gas is that its 

purcha.se and transport by means of this project will provide greate:' 

dependability of delivery tl~ough applicant's system because it will 

bring gas from new fields through a pipeline from the north instead 

of the south side of applicant's s~ce area. In so dOing, it will 

~ naeural gas available in sections of Northern california Dot 

now served with this fuel. In addition, it will assure Northern 

California of an independent source of out-of-state gas, freeing it 

from absolute dependence upon El Paso for large additions to its 

supply. As:'de from the obvious advantages of divE:rsification of' 

supply, the. prospects of the timely procurement of additional large 

blocks of gas from El Paso are not encouraging. '!wo a.pplications, 

Dockets No~. G-1S69G and G-18616, are pending before t'he Federal 

Power Commission, each requesting Authority for El Paso to increase 

deliveries to Pacific Gas and Electric Company oy 10l Y~cf per day; 

'rhe outlool< for their approval is lessened by El' Paso·' s none too 

3 Royal COtlii'i'lission on Energy, rirst aepor't, October I9SS. 
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favor.:tblc reserve position~ which at present delivery rates, has 

been vario'o.sly estimated from six years by the Federal Power 

Commission s~4ff up to lS years by El P4S0. 

Required Governmental Authorizations 

Before project construction can be undereaken, certain 

authorizations, in addition to the certificate sought herein, are 

required from. the other jurisdictions concerned. 'rhesca,uthoriza

tions have been secured .. 

Effective JanU8'J:y 13,> 1960> the Oil and Gas Cons~rvation 

Board of the Province. of Alberta granted to Alberta and Southern 
, 

authority to export from that province 4.2 trillion cubic feet of 

gas.4 This authorization is to be operative for a period, ending 

25 years from tho date of first removal. of gas from the province or 

until October 31, 1986, whichever is sooner .. 

On April 19 ~ 1960, the National Energy Board of C.o.nada 

issued a certificate of public convenience and necessity for Alber1:a 

l~atural to construct a 36-inch pipeline from point of connection 'W'ith 

Alberta Trunk Line through British Columbia to tl~ United~States

Canadian bo'lmdary.. The certificate contains the condition that 

Alberta Natural must have completed the necessary financing for the 

construction of the pipeline before September 1) 1960, and that con

stX'Uction must be commenced no later than November 1, 1960. The 

~!ational. Energy Board has also issued a license permitting Alberta 

4 : At a pressure base of 14.4 psi. 
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and Southern to export 3.826 trillion cubic faatS of gas during the 

same period as specified in the Alberta Oil and Gas Conscrv:3~tion 

Board authorization. 

Three applications of Pacific Gas Transmission Company, 

Docket Nos. G-17350, G-17351 and G-17352, requesting the necessary 

auehorizl:.tions for the project ware approved by the Federal Fower 

Commission in its order issued August 5, 1960. Under Docket 

No. G-17350, the Federal Power Commission granted P.G.T .. ' .a. certifi

cate of public convenience and necessity to construct and operate 

that portion of the pipeline for the transportation of gas from the 

International Boundary to the California-Oregon border and authority 

to transport and sell such gas. Under Docket No. G-1735l, P.G~T. 

was authorized to import natural gas for the project from. 'Car..ada., and 

under Docl<et No. G-17352, P.G.'!. was issued a permit authorizing the 

construction, operation, maintenance and connection of the pz:oject 

facilities required at the International Boundar)-. 

Cost of Albert& G'!.la 

The tabul.:tion below shows applicant' s estimates of the 

cost per Mcf6 of Alberta gas for the first five years of operation, 

beginning in 1962, assuming 100 per cent annual load factor. at the 

initial delivery capacity of the project: 

:s TEas amount is less t5an the 4. Z trJ.llion cubic feet authorized BY 
the Alberta Oil and Gas Conservation Board because it is at C1 
pressure base of 14~73 psi and because in the proceeding before 
that Board, Alberta and Southern was the applicant: for the export 
?f gas to Montana, as well as to California. In the proceeding 
pc!ore the Uational Ener~:{ Board, it w.;:.s not the applicant on 
oenalf o£ Montana. CanaCl.l.an-Montana apPca%'ad in its own 'behalf; 
therefore, the quantity of gas destined for Mont3l'1a is not 
included in Alberta and Southern's permit issued by the National 
Energy Board. 

6 Costs used herein· are adjusted to reflect a. beating value of 
1100 Btu per cubic foot of natural gas. 
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Year of 
Operation 

First 
Second 
Third 
Fourth 
Fifth 

Cost of Gas ~ Mcf 
cal~f.-ore8on Boi r Ant ioc n 

38.7'" 
39.5 
41.7 
41.9 
41.9 

45.41/. 
46.1 
48.2 
48 .. 2 
48.1 

Although. a large diameter pipeline project~ in its initial 

stage, is l~ss economical than when fully developed, the c::ost of gas 

in the first years of the Canadi.an-Alberta Project compares favorably 

with gas from. other sources. The cost of gas to be furnished at the 

Arizona-California border by Transwestern Pipeline to Pacific:: 

Lighting Gas Supply Company is estimated to be Bpproximately 44.4 

cents per Mcf .. 7 The cost at the Nevada-California border of gas 

proposed to· be furnished by the Rock Springs project of El Paso to 

the Southern caJ.ifomia Gas Company .and Southern Counties Gas Com

pany of California is estimated to be about 42.4 cents per Mef.8 

Allowing for transportation from the Arizona-California and Nevada

California borders, the costs of these supplies brought to 

applicant's load center would be greater than the cost of Alberta 

gas. 

El Paso gas now being delivered to applicant costs approx

imately 37 cents per Mc£ at Milpitas, a point roug,bly comparable to 

Antioch. in relationship to applicant's load center. On February 23, 

1960, El Paso filed with the Federal Power Comm.ission for an 

i:Dcrease in the rate it charges applicant. With this increase 

7 fhIs cost assumes 1001. annUill load factor ~a l.S based on a bordC= 
price of 42 cents per Mc£ and a heating value of 1040 Btu per . 
cubic foot. It reflects the present con:ract vOl'ume of 300 MZcf 
?er day, but does not reflect any reeuctio:l.s which may result frat: 
the additional contract volume of 50 ~zc£ per day effective 
January 1, 1963. 

8 !bis cost assumes 1007. annual load factor ~d is based on a border 
price of 40 cents per Mcf at: 14.9 psi and a heating value of 
l030 Btu. No adjustment has been made to compensate for the fact 
that Rock Springs project is designed for deliveries intc Southern 
CalifOrnia, rather than Northern California. 
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in effect the existing supply of £1 Pa.so gas will cos~ applicant 

about 39.5 cents per Mcf at Milpita..c;.9 Assuming applicant iz receiv

ing its present supply of gas from El Paso at the rate filed on 

February 23, 1960, the introduction of Alberta. gas in 1962 

would result in an increase in applicant's system average cost of 

gas on the order of ~ cents per Mcf. Considering the past trend in 

El Paso prices and the Geonomies which wi11 result as Alberta 

deliveries approach the ultimate capacity of the project, it is 

possible that Alberta gas may prove to be cheaper than El Paso gas. 

Positions of the Int~restcd Parties 

None of the appearances protested the gr.anting of this 

application.' The following interested parties recommended its 

approval: The City of San Francisco, City of tos Angeles, 

california Farm Bureau Federation,. California Manufacturers 

Association, Soutbern california Gas Company, Southern Counties Gas 

Company of California, American Potash « Chemical Corporation, 

Southwestern Portland Cement Company, California Portland Cemen~ 

Company and Riverside Cement Company, Division of .American Cement 

Corporation .. 

Standard Oil Coop any of California (Standard), while not 

opposing the application, :reques~ed tat: the decision of t:OO 

Commission clearly reject any endors~t or autborizat:ionof exclu

sive use contracts, sales of gas belOW' fairly allocated costs, or 

methods of unfair competition with fuel oil sales. It is certainly 

not the ,COmmission's intent to authorize' or endorse herein> either 

explicitly or implicitly, sales of gas below fairly allocated cost 

or any unf~ir methods of competition with fuel oil sales. However, 

the question of Zhe propriety of exclusive use contracts is a rate 

matter which is extraneous to this certificate application. 

9 El Paso prices ~e subject to possible refunds on adjudicatkou of 
recent increases. 
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Position of the Staff 

The staff strongly recommended approval of ~he project, 

providing that the· certificate .as graoted contains conditions as 

follows: 

1. '!hat contracts with Alberta gas proc1ucers be 
renegotiated to elim;nate "favored nations,lf 
"minimum average cost," "tax absorption" and 
"rene§otiation or arbitration" clauses permit
ting .Iouture price increases, and that failing 
removal of such clauses, that applicant agree 
that no part of any increase resulting from 
such. clauses be borne by the California rate 
payer until the tccreasc is approved by the 
Commission. 

2. That any increase in the rate. of return on 
Alberta Trunk Line's operations be prevented 
from being reflected in a.pplicant r s gas rates. 

3. !hat applicant furnish to this Commission for 
review the final form of P.G.T.'s cost-of
service tariff before it is filed with the 
Federal Power Commission in Docket No. 17350, 
et ale 

4. That customers served from any future taps 
made in P.G.'!. 's pipeline in Idaho, Washington 
axld Oregon share in the cost of the pipeline. 
in proportion to their maximum. demands. 

5. That applicant agree ~o exchange or substitu~e 
excess gas with other California gas utili~ies 
should this prove to be economically desirable 
in 'the future. 

6. That the rates for gas used by industrW 
interruptible customers and applicant's steam
electric plants shall not be less than the . 
system.-wide average cost of. gas delivered in 
the marl<et area.. . 

Discussion of Staff Recommendations 

With respect to the first proposed condition, the 

Commission has given careful study and consideration to the gas pro

C-..l%'ement CO:l~racts and is of the opinion that, aside from. the 

clauses in question, the contracts have. a nomber of provisions which 

are plainly a.dvantageous to C1ll1fOX'nis. c~s. There is evidence 

that these contracts' ue the results of protracted arm's length 
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bargaining in which the. interests of the applicant were closely 

.akin to the interests of ,the California ratepayer. Applicant',has 

spent alm.ost four years j,n placing <:Ner five trillion cubic fcetof 

gas reserves under contract and in obtaining options for large 
't '," 

additional volumes as discovered. Applicant tes:ified that, it bas 

put forth its best efforts to contract for this gas at the best 

over-D.ll terms .and at the lowest cost levels consistent therewit:h. 

Applicant represents that the clauses to which the staff objects are 

part of the consideration which had to be given to obtain gas far 
the project and that tbe producers would not give up these clauSes 
without additional compensation in the form of higher scheduled g.a.s 

prices. Applicant points out that at the time these contracts:werc 

negotiated Trans-Canada was also buying gas in Alberta and tha.~ 

Alberta and Southern did succeed in eliminating a number of price 

adjusement provisions offered producers by ~ans-canada. 

In regard to the staff's second recommendation concerning 

rate of return on Alberta 'Iru-ak Line's operations, t:be order herein 

will require applicant to advise the Commission without delay of its 

ko.owlecIgc of the pendency or occurrence of any event, including any 

change in such rate of return, which might materially affect the 

cost of gas delivered in Californi~ from the transmission-line 

project. 

Concerning the tl"-..l:rd proposed condition, the order herein 
• 

will require applicant to fu-"'"nish to this Con:Imission for review the 

final form of Pacific Gas Transmission Company's cost-of-service 

tariff before it is filed with the Federal Power Com:nission .. 

With respect to the fourth proposed condition, ~hc record 

shows that P.G. T .. has agreed with El Paso that the rate for trans

port of El Paso gas will be determined by an ollocation of cost 
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based upon dem.and and distooce of t:ransport. The staff .agrc~d tlult 

this form of contract provides the necessary assurances in so far as 

presently proposed taps are concerned. The contract provides that 

the same £OX'Xm;tla will apply to future taps. Rowever~ the method of 

allocation provided for therein has subsequently been modified by 

the Federal Power Commission in its order issued August 5, 1960, and 

the modification is to be included in the tariff to be filed by 

P .. G. T • In view of the provision of the order herein regarding this 

tariff, such a condition is not required. 

I'll viC'.>1 of the power of continuing regulation. vt2sted in 

this Commission, we regard the fifth proposed condition as unneces

s:Jry.. Should the public interest require exchange or· substitution 

of gas with other utilities> the Com.l.ssiOll, through ml appropriate 

proceeding, could order such exchange. or substitution, with or 

without the agreement of the applic:rnt. 

'I'b.e staff's sixth recomm.endation is directed toward pro

tecting applicant's firm customers from any incqu.it~ble rate burd~ 

which might result from this project. It is clear that part of the 

justification of this project is the proviSion of gas for appli· 

cant's steam-electric plants and interruptible customers. In 

A:ccognition of this fact, the Commission places applicane on notice 

that it will f~~ the rates ~pplicant shall charge for gas used by 

industrial interruptible customers and applicant's steam-electric 

plants at such levels as w-lll assure that the firm customers of 

~pplicant wrll not be called upon to bear an inequitable burden in 

connection with the project herein certificated. 

Findings and Conclusions 

T.o.e evidence is conclusive that applicant :nust substan

tially augm~t its present sources of nat'-1ral g~ supply to avoid 

tl'lc prospects of a gas sbortage in the near future. '!he record 

leaves no doubt tl4at a large diameter pipeline project for the 

delivery of Alberta gas. is, at this time, the most practicable means 
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by which applicant can obtain the necessary additions to its gas 

supply in order to meet the demands of its present and potential 

customers. '!he record indicates that there are) to' be sure, risks 

and uncertainties involved in a project of this'magni-cude. Such 

risks include the fact that the volume and timing of gas require'" 

ments cannot be predicted with preciseness .and certainty; that the 

quantity of gas X'eserves available to supply the project is a mat

ter of judgment and estimate; and that such a project is subject 

to the regulatory authorities of other jurisdictions which have 

control over the resources and substantial pOX'tions of the faei1i-

ties. 

Conceding that there are aspects of this project which 

cause us concern, particularly the pricing provisions contained 

in these gas contracts and the f~ct that neither this Commi~sion 

nor the Federal Power Commission has regulatory jurisdiction cv& 

said contracts, nevertheless, it must be borne in mind that this 

Commission does exercise exclusive j'l.l%'isdiction over the rates, 

which the': gas consumers of California will pay for this Canadian gas~ 

This Commission will be vigilant to exercise such jurisdiction to 

the full extent required by the public interest:l and applicmlt will 

be required to show in any proceeding seeking a rate increase that 

it has exercised'every reasonable effort to' bold down the cost of 

said Canadian gas as a condition precedent to passing on any 

increase to the' gas consumers of California.. Said applicant and 

all of its affiliates will be required to avail themselves of every 

lawful. right and procedure which they may have to contest in 

canadian forums tl"e reasonableness of Ca:cadian' gas purchased by 

applieant or any of its affiliates and to prosecute any.sueh right 

or procedure. with vigor mel to- a final determination. Also,' appli

cant will be expected to, ~cise such control over its affUiate;, 
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Pacific Gas Transmission COmpany, as to assure that no unreasonable 

rate increase will be passed on to applic@t by said Pacific Gas 

Transmission Company. Applicant will be required to exercise every 

bargaining opportunity and economic instrumentality of which it is 

possessed to the end that this Canadian gas will be purchased by it 

.and its affiliates at a reasonable price. ,: Should this Commission 

£tcd that the applicant or any of its affiliates have not complied 

with the foregoing require:mcnts, this Coxamiss1on will not permit the 

applicant to pass on to the gas consumers of California tmy increase 

ofratc.s whi~h :results from the failure on ~he. part of app11~cant or 

its affiliates to comply with said requirements. 

After considering all of the evidence and giving due 

weight to the risks ~d uncertainties involved, the Commission finds 

and concludes tb.a.t the Canadian-Alberta project has the prospect of 

being the best additional source of supply ~ailableto applicant 

for assuring the continuation of adequate and efficient gas service 

at reasonable rates. 

'!be Commission finds that the public convenience and 

necessity requ5.re and will require applicant to consttuct, operate 

and ~inta1n the gas pipeline project described in the application. 

The Commission further finds that the public convenience and 

necessity r.equire that applicant should be granted authoriey to 

exercise the rights and privileges of the several county franchises 

ber~tofore granted to it~ as more specifically set forth in, the order 

that follows. 

!he certificate hereinafte: granted shall be subject to 

the following provision of law: 

That the Commission shall have no power to authorize 
the e~pita1ization of the franchise involved herein 
or this certificate of public convenience and 
necessity or the rigct to own, operate or enjoy such 
franchise or certificate of public eonvenience .and 
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necessity tn excess of the amount (exclusive of 
any tax or annual charge) actually paid to ehe 
State or ~o a political subdivision ehereof as 
the consideration for t:he grant of such fran
chise:. certificate of public convenience and 
necessity or right.. . 

All motions made during, the course of this proeecdillg and 

not heretofore ruled upon are denied .. 

ORDER - ..... _--
, 

Public hearings ha.ving been held 1 evidence lutving been 

received, .and the matter ha.v-lng ~en submitted for c1ccision, 

IT IS HEREBY ORDERED: 

1. 'that Pacific Gas and Electric Company be and ,it is hereby 

granted a certificate of public convenience and necessity to con

struct, operate and maintain the gas tr(3nStllission-1ine project 

described in the applica.tion, subject to the following conditions: 

a. Applicant shall stipula.te and agree to 
cause its wholly owned subsidiary:. Alberta 
and Southern Gas Co .. Ltd., to exert its 
best efforts to test before the app=o
priate regulatory authorities of the 
Province of Alberta m1d the Dominion of 
Cana<i<l the reasonableness of every 
increase in the cost of gas to Alberta and 
Southern, whether such increase results 
from the provisions of existing gas pur
chase contracts, or modifications thereof, 
or from the provisions of fueur~ gas pur
chase contracts and likewise to test the 
reasonableness of any increase in gather
ing and trans~ation costs .. 

b. Tha.t applic.:mt shall file with this Commission copies 
of the following: 

(1) Copies of all gas purchase contracts 
between Alberta and Southern Gas Co. 
Ltd., aIld Canadian gas producers and 
eopi~s of any agreements amendatory 
thereto whicb .are now in eO.ste:lcc, 
but not includ~d in Exhibit No.. 7 in 
this proceeding. 

(2) Copies of ::my .and all such producer 
contracts and agreements and changes 
thereto as they .a:e made in the future. 
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(3) Copies of any future agreements amenda
tory to or replacing the following: 

(41) 

(b) 

(c) 

(d) 

(e) 

(f) 

Pacific Gas Transmission 
Company gas sale contract 
with Pacific Gas and Electric 
Compsny. 

Albcrea and Southern Gas· Co. Led.:I 
contract with Pacific Gas Trans
mission Company. 

Alberta and Southex:n G4S Co. Ltd.:I 
and Wcs~eo~st Transmission Com
pany Limited contract with Alberta 
Natural Gas Company. 

P~berta and Southern Gas Co":1 Ltd":1 
conttact with the Alberta Cas 
trunk l.ine Company Limited. 

Pacific Gas Transmission Company 
transportation agreement with 
Pacific Northwest Pipeline 
Corporation .. 

Alberta ~d Southern Gas Co. Ltd., 
contract with Canadian-Montana 
Pipeline Company. 

c:.. That a:pplic:ant shall fully a.dvise the Commission 
in writing, without delay, of its ktlowledge of the 
initiation, pendency a:t1d/ or occurrence of 'any fact 
or event which might 'lXI.:lterially affect the cost of 
gas delivered in Cali£orni:1 from. the transmission
line project. 

d. 'Iha.t applicant shall furnish to this Commission 
for review the final form of Pacific Gas Trans
mission Company's cost-of-service tariff before 
it is filed ~~th the Federal Power Commission. 

e.. That applicant shall locate and construct its 
transmission line in such manner as to make 
reasonably convenient service from t:he tt.ans
mission line to the. communities in california 
through or near which said line runs ~ where, 
public convenience and necessity may require 
such service. 

2. that Pac.ific Gas and Electric: Company be and it is hereby 

granted a certificate of public convenience ~d necessity to 

exercise the rights and privileges of the franchises. granted to the 

company by the following cO\mty ordinances:l to the extent necessary 
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to enable it to construct, operate and maintain said transmission

line project: 

Ordinance 
COtmty Number 

Colusa . 183 
Contra Costa 42~ 
Glenn 243 
Modoc 166 
Sacramento 341 
Shasta 416 
Siskiyou 330 
Solano 345 
Tehama 1!lo5 
Yol~ 212 

Date -
February 2, 1948: 
February 9, 1948 
January 17~. 1944 
May 4 1959 
No~ 15, 1948· 
January 18,1960 
March 24 ~ 1959· 
December 3, 1951 
May 11, 1953 
J\me 7, 1948 

3. rnat . within six months of the elate that said transmiss:i:on 

line is placed in operation, Pacific Gas and Electric Company sbsl1 

submit to the Commission a detailed statement of the capital cost of 

the tran~ssion-line .project as constituted at the time of .the firs~ 

operation. 

,The effective date of this order shall be twenty days a£t~ 

the date hereof .. 

Dated at 

of -.-;,,4 ...... /.-1~{/A7'"""okI-o.t::.---
.' 
.". . . '~ 

.' Commissioners 



APPEND!X A 

LIST OF APPEARANCES 

For Applicant.: R. H.. Peterson, F. T. Searls, John C. MOrrissey and 
s!Mu S. ~QPe:.. 

Interes'ted. Parties: T. M. Chubb, General Manager, and R. W. Russell, 
Assistant General Manager, for Department of Public Utili't~es and 
Tr311sportation~ City of Los Angeles; Dion R. HoUn,. City Attorney, 
Thomas M. O'Conner, Public Utilities Cou.."1S.el, Orville I. Wright, 
Deputy Ci-ey Attorney, and Robert R. Laughead, Chief Valuatl.on and 
Rate Engineer, for City ana Coun;cy of Ban francisco; William t. 
Knecht, for California Fa..'"'"I:l Bureau Federation; Ha.-vey v. "'Ba..~s, 
Dl.rector of' Department of 1tlater Resources, State of California, 
by R. E. Frev; William W.. ers, and Brobeck, Phleger &: Harrison, 
by ~eorge lJ. Rives and. r on t; .. Do.,,.is, for Cali£ornia·'Man'U£ac-
turers Association; Pillsoury, I~dison & Sutro, by Fra~cis N. 
Marshall and Ja."!'les B. Atkin, for Standard Oil Company 0:: Califor
nia; W .. D. Mackay (Commercial Utility Service), for Challenge 
Cream and :Butt.er Association; Joseph R. Rensch, Robert M. Olson 
and Y.d.lford SPringer, ror Southern Ca.dl'orma Gas Company, 
Southern Coun:cJ.es Gas Company of California and Pacific Lighting 
Gas Supply Company; R. E.. ~loodbury, by J. F.. Nail, for Southern 
California. Edison Company; Overton, Lyman &: Prince~ by Donald H. 
Ford, for Southwestern Portland C~ent Company; O'Melv¢ny~ Myers, 
bYta.uren M. Wright, for Riverside Cement Company, a division 0'£ 
American Cement Corporation; Gibson, Du.."m & Crutcher, by 
Richard t .. Wells, i'or .American Potash and Che:nical Corporation; 
walrac e r.. Downe-v, for Caliform.a Portland Cement Company. 

Commission Sta£'i': William M. Bennett, Harold J .. McCarthI" Hector 
Anninos and Clarence Unnevehr .. 

LIST OF WITNESSES 

Evidence was pres,ented on behalf of the applicant by: J. S .. Moulton 
(description of project, economic feasibility and tariff and con
tract.s related to the project); R. Smith (flow diagram. and capital 
costs); S. A. Haavik (gas supply); H~ H. Blasdale (gas requirements 
and cost or gas); K. C. Christensen (financial plan); C. ? Smith' 
(Alberta gas supply and. gas purchase contracts)'; and M. A. Richford 
(oil gas and propane air plant operations). ' 

Evidence was present ed. on beh.al£ of the interested parties by: 
R.. A .. Grant, California Portland Cement Company (selection of 
fuel); F. S. McGinniS, Southwes'tern Portland Cement Compa."lY 
(selection of fuel); D. C. Honey, Riverside Cem~~t Company~ a 
division of American Cemen't Corporation (selection of fuel); 
"-11. M. J aco bs, Pacific Lighting Gas Supply Company, Southern 
California Gas Company and Southern Counties Cas Company o! 
California (gas supply). 

Evidence was presented on beha~ of the Co~~jssion Start by: 
B. A. Davis (na't'lJral gas pipelines and sources serving California); 
H. K. Heidrick (gas supply and. requirements); K. J. Kindblad 
(alternate ::lethods or me~ing firm requirements); L. W. Mendonsa 
(cost of alternate fuels a.~d tari!f forms); C. U:nnevehr (sta£f 
reeomm~dations) .: '. 


