. 60564 ORIGINAL
Decision No. 6056 ‘. : B4
PEFORE TRE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
PACIFIC GAS AND ELECIRIC COMPANY, a )
co;lioration > 'éor a cegtificate of g
public convenience and necessity : :
authorizing it to comstruct a 36- ) Application No. 40738
inch natural gas pipeline and re- )
lated facilities from the California- )
Oregon boundaxry to Antioch, Califormia. )

{Appearances and Witnesses are listed in Appendix A)

OPINION

Applicant’s Request

Pacific Gas and Electric Company f£iled this application

on January 9, 1959, requesting the Commission to issue to it a cer-
tificate of public convenience and mecessity for the comstructionm,
operation and maintenance of a 36-inch natural gas pipeline from the
Califormia=Oregon border to Antioch. This pipeline will form the
California portion of a project having an imitial capé'cicy to
deliver 414 million cubic feet of matural gas per day from the
£ields of western Alberta in Canada to the San Francisco Bay area.

re pipeline will pass through the counties of Modoc, Siskiyou,
Shasta, Tehama, Glenn, Colusa, Yolo, Solano, Sacramento and Contra
Costa;

Public I-Iea.fings

Fourteen days of public hearings in this matter were held
u'.ri Sen Francisco before Commissioner Theodore H. Jenmer and
Examiner James F. Haley on the following dates: tober 1,
November 9, 10 and 13, Decembex 1 and 2, 1959; March 1 through 4,

7 through §, and April 18, 1960. The matter was submitted on |
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Maxch 9, 1960, subject to the £iling of comcurrent briefs not latex
than April 1z, 1960, and subject to oral'argumeﬁt for rebuttal pur-
poses, which was held on April 18, 1960.

Applicant's Operatioms

Pacific Gas and Electric Company is engaged primeipally in
the business of furnishinglelectric and gas service in Nbfthcrn and
Central Californmia. 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 beem supplying gas to
domestic, commercial and industrial customers sinée 1852. With
minor exceptions, applicant supplied only manufactured gas until
1929, when it began the substitution of California natural gas for
the manufactured fuel. In 1943, when it became apparent 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 g 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 undexr an
initial authgrizaxion of 406 million éubic feet'(M?Cf)_per da.yl was
commenced in 1950. Because of the heavy growth inm the populaticn
of Californmia, as well as a rapid risec in per capita emergy require-
ments, purchases of out-of-state gas from El Paso have increased to
the present certificated quantity of over ome billion cubic feet per’
day. Over 70 per cent of applicant’s gas is now obtained from this

single supplier, the remainder being obtained from California
sources. |

Proposed Alberta-California Project
Based on the premises that its gas requirements will con-

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

L At 14.Y pounds per square incn pressure (psi). oxcept where rfoot-
noted, volumes used herein are at a pressure base of 14.73 psi.
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sexved by having more than one source of out-of-state gas, applicait
proposes to build and operate, in participation with several other
companies, a 36~inch pipeline 1,400 miles 1ong, to transport gas
from the Province of Alberta in Canada to California. The Alberta-
California project will have an initial average delivery capacity of
414 ¥Pef per day and an optimm delivery capacity of 800 M2cf per
day at Antioch, the California terminal of the prOposed'pipeiine.
Applicant estimates that the cost of the 296-mile portiom of the.
project in California, for which certification is sought herein,
will be $63,930,000, and that the cost of the total project will be
' in the order of $340,000‘;600'.' | |
Under appl:'.capt's. pro;:»osal; a number of companies will

participate in bringing Alberta gas to Califorﬁia.‘ Alberta and
Southern Gas Co. Ltd., will purchase gas for the project from
Alberta producers at the well sites. The Albexta Gas Trunk Line
Company Limited will gather the gas from the fields and tramsport

it to a point mear the Alberta-British Columbia border. From this
point it will be transported across southeastern British Columbia
by Alberta Natural Gas Company to the United States—Canadiah border,
where Pacific Gas Transmission Company will purchase the gas fiom
Alberta and Southern Gas Co. Ltd., and transport it throﬁgh‘Idaho,
Washington and Oregon to the Califormia-Oregon boxrdex. Applicant
will purchase the gas at the Califormia border and, by mears of the |
pipeline for which cextificate is sought hereim, will tramsport the
gas to Antioch where it will enter applicant's integrated. gas dis-
tribution system.

Participating Commanies

Brief deseriptions of the compamies which will participate
with the applicant in the Alberta-California Project are set forth

below:
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1. Alberta and Southern Gas Co. Ltd. (Alberta and Southern)
was organized under the laws of the Province of Alberté and is a
wholly owned'Subsidiary of the applicant. It is5 a company estab-
lished for the principal purpose of purchasing gas from Canadian
producers and arranging for its tramsportation to the Intermatiomal
Boundary, neaxr Kingsgate, British Columbia, where Alberta and
Southern will sell it to Pacific Gas Transmission Company. Alberta
and Southern will neither physically tXansSport £as Nor own oOr oper-
ate any transmission line. Alberta and Southernm will also purchase a
relatively small amoumt of gas for Camadian Montana Pipe Line Com-
pany (Canadian~Montana) 2 wholly owned subsidiary of The Montanas
Power Company.

2. The Alberta Gas Trunk Line Company Limited (Alberta Trumk

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 act
of the Legislature of Albexrta for the purpose of ga:hering and trans~
porting gas within the Province for all gas export projécts. Undexr
the provisions of the Alberta Gas Trunk Line Act, two of Alberta
Trunk Line's maximum of seven directors are appbinted‘by the govern-
nent of Alberta, and the remaining directors are elected by the
‘shareholders. Alberta Trumk Line has no affiliation with the

applicant.

3. Alberta Natural Gas Company (Albetta Natural) was incorpo-

rated by special act of the Parliement of Canada and is authorized
to transport gas im interprovincial and foreign commerce. Altecta
Natural will transport gas through British Columbia om a cost-of~

sexvice basis for the Alberta-California project amd for Westdbast 

Transmissior Company (West Coast). One third of the common stock of
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Albexta Natural will be held by West Coast, ome thixrd will be beld
by Pacific Gas Transmission Company, and one thixd will be offexed
to the public.

4. Pacific Gas Transmission Compamy (P.G.T.) is a Califormia

corporation in which 50 per cemt of the common stock will be owned
by applicant; and 25 pexr cent will be owned by a group of fouxr com-
panies associated with the development of the projéct.z 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 Canadizm
border to California, it will transport gas purchased from West
Coast by E1 Paso as a contract carrier om a cost plus.return basis.
P.G.T. will construct, own and operate the mecessary pipeline facil4
ities for these purposes.

Need for Additional Gas Supplies

The record shows that applicant's service area has'large
and growing requirements for natural gas. A steady icerease in both
number of customers and usage per customer has beem occurring. In
1942, applicant and its predecessors supplied gas to about 700,000
firm customers who during that year used an average of 84 thousand
cuSic feet (Mef). By 1958, the number of such customers had exceeded
1,500,000 and their average anmual gas consumption had risen to
133 Mcf. The estimates introduced in this proceeding by both appli-
cant and the Commission staZf show that between 1960 and 1965 the
average~day total gas requirements of applicant's sexvice area will
increase at a rate of 93 M2cf per day per year, and that the abnormal
peakfday requirement fLoxr firm service will increaSe at a rate of
105 ¥2¢Z per day per year. The project will thus have the initial

capability of taking care of about four years’ growth in load.

Z Canadian Becntel Limited, 9%; BLYCh & GCompany, iRC., /k; L0terna~

g;onal Utilities Coxporatior, 7%; and The Montana Power Company,

~Se
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The following tabulation is a comparison of the estimates |

of applicant and staff for firm requirements and ex:.st:.ng gas sup~
plies carried forward from the winter of 1962-63 the f:.rst full
heating season dur:.ng wb.:.ch deliveries of gas from the Alberta-
California Project can be expected:
COMPARISON OF APPLICANT'S AND STAFF'S
IR ¢ PI?I.BS

:Average Day Coldex Average Day of
Abnomal Peak Day: Than Average Year Average Year
Annual : M2c£/Day : M2¢£/Day : M2c£f/Day

: Period :Applicant: Stafi : Applicant : otazi : AppLicant : Stait

Existing Gas Supplies
Exh.45 Exh. 35 Exh. 45/365 Exh. 35 Exh. 45/355 Exh. 35

2,322 2,885 1,401 1,359
- 1,283 | 1,283

2,262 2,635 - 1,401 - 1,359
- - 1,288 - 1,288 -

2,203 2,685 - 1,401 - 1,359

- 1,326 T 1,326 -
2,147 2,685 - 1,401 - 1,359

Firm Requirements

Exh. 45 Exh. 35 \Note @ Exh. 35 Exh.3 Co.5 Exh. 35

2,270 2,373 - 901

- e 366 - 779
2,380 2 469 - 939

- 906 - 816
2,493 2,584 - 982

- - 950 - 855'
2,612 2,711 = 1,030 -

Excess or Deficiency aver Firm Recuirements
Exh. 45 Exh. 35 From Above Exh. -35 From Above Exh. 35

52 312 - 500 - 546
- - 417 - 504 -
(118) 216 - 452 - 514
e - 382 - -
290y 101 - 419 - 475
g - 276 - -
(465) (26) - 371 - 432

(Deficiency)

a. Average day es t:.mate.s of the applicant have been
increased by ratio of staff's colder-than-average

day. .

6=
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The independent estimates of the applicant and of the
staff as shown above demonstrate conclusively that within the next
few years firm requirements om an abnormal peak-day basis will exceed
the maximum availability of gas from existing sowxrces, including

present wmderground storage.

Looked at on the basis of the average day of a colder than

average year, or on the basis of an average day of an average year,
existing supplies appear adequate to meet £irm requirements for the
reasonably predictable future. On the basis of total system require-
nents, bowever, the evidence shows that without additiopal gas sup-
plies applicant will be wmable to meet by 1964~65 either the total
steam=clectric requirements or the total interruptible industrial
requirements of its system on an average day of an average tempera-
ture year. _ | 4'

The evidence shows that during the period 1960-70 the
population in applicant'’s service area will imerease by about 40 per
cent. Correlation of historical trends in the gas requirements of
applicant's service area with past population growth leads to the
inescopable conclusion that total firm requirements and total inter-
ruptible requircments will continue to increase just as certairly as
the population. The record comtains clear and comvincing evidence
that applicant's primary gﬁs supplics mest be substantially auzmented
to meet the needs of an expanding population and to maint;iﬁ thé
vigor of California'’s two-fuel ccomecmy.

The record comtains comprehensive testimomy regarding pos-
sible sources of additiomal gas which could be mede available to meet
gas requirements. As altermatives to comstruction of ¢ large diameter
pipeline project at this time, testimony and exhibits were introduced
relating to other means of meeting such requirements. These include

mderground storage OE'natural zas, high-pressure tank storage of ,

-7
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propane, wefrigerated tank storage of propane amd manufacture of
high Bt oil gas. | ‘

Underground storage is not a primary sburce of supply. It
conforms the r&te of supply to the rate of requirements, but it does
not add to the over-all supply of gas. The use of propanc Or manu~
factured oil gas for meeting abmormal £irm peak requirements would
offer certain economies in serving the firm customer. Frbm the
standpoint of total system requirements, however, these fuels are
shown to be considerably more costly tham matural gas from a pipeline
project. Furthermore, certain practical comsideratioms, such as lack
of experienced plant persomnel, zoming restrictioms, air contamina-
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 preciselj 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 appiicant
can add tb iﬁs primary gas supplies to cmsure that it will be able to
weet the continuing growth in the demands of its sexvice area..

Alberta Gas Supply

The logic of matching applicant's growing requirements for
gas with the virgin gas resources of western Alberta is abundantly
clear upon this record. The total proven and probable Alberta gas
reserves presently under comtract or letter agreement for the
Alberta-California Project aggregate over five trillion‘cubic Leet,
naking a pipeline of thc'length contemplated sconcmically feasible.

Toe evidence indicates tnat these reserves have excelient prospects of

being considerably enléxgcd through ZLurther discove:ies; The Albexta
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0il and Gas Comservation Board im its report of September: 1958,
presented estimates that the ultimate resexrves of recovexable gas
in the Pro#ince ranged from 60 to 102 trillion cubic £eet. Accord-
ing to a rccent report of Canada's Royal Commission on Energy, it
would not be unxeasonsble to expect an ultimate recovery of

300 trillion cubic feet of gas from western Canada.3 With these
prospects in view, applicant has Iincluded in the desigrn of the pro-
posed pipeline the means of ecomomically enlaxging its capacity
from an initial delivery iate-at Antioch of 414 MZcf per day to an
ultimate of some 800 MZcf. As the delivery rate is increased toward
the line's ultimate capacity, the widt cost of transportiﬁg the gas
siaould decline substanﬁially.

A most significant ad&antage of Alberta gas is that iﬁs
purchose and transport by means of this project will provide greater
dependability of delivery thwough applicant’s system because it will
bring gas from nmew fields tlwrough a pipeline from the north instead
of the south side of azpplicant's service area. In so doing, it will
make natural gas available in sections of Northern California not
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 uponm El Paso for laxge additions to its
supply. ide from the obvious advantages of diversification of
supply, the prospects of the timely procurement of additional laxrge
blocks of gas Lrom El Paso are not encouraging. Two épplications,
Dockets Nos. G-15696 and G~13616, are pending before the Federal
Power Commission, each requesting authority for El Paso to increase
deliveries to Pacific Gas and Electric Company by 101 M2¢f fe: day.

The outlook for their approval is lessened by E1 Paso's nome too

o Royal Coumission on Loexgy, FiXSt neport, OCLOber 1953

-9-
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favorable reserve position, which at present delivery rates, has
been variously estimated from six years by the Federal Power
Commission staff up to 15 yecars by EL Paso.

Required Governmental Authorizations

Before projcct construction can be undertaken, certain
authorizations, in addition to the certificate sought herein, are
required from the other jurisdictions concernmed. These authoriza-
tions have been secured. |

Effective Javuary 13, 1960, the Oil and Gas Comsexvation
Boaxrd of the Province of Alberta granted to Alberta and éButhern
authority te export from that province 4.2 trilliom cubié feet of
gas.* This authorization is to be operative for a period'eﬁding
25 years frem the daﬁe of first removal of gas from the pro#ince or
until October 31, 1986, whichever is soomer.

On April 19, 1960, the National Energy Board of Canada
issucd a certificate of pﬁblic convenience and necessity for Alberta
Natural to comstruct a 36-inch pipeline £rom point of commection with
Alberta Trunk Line through British Columbia to the United States-
Canadian boundaxry. The certificate contains the conditié; that
Alberta Natural must have completed the necessary financing for the
construction of the pipeline before September 1, 1960, and that con-
stxuction must be commenced no later than November 1, 1960. The
National Energy Board has also issued a license permittiﬁg:Alberté

o AL 2 pressure base of 14.4 PSi.
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5

6f gas duting the

and Scuthern to export 3.826 trillion cubic feet
same period as specified in the Albe;ta 0il and Gas Comservation
Board authorizatiom. |

Three applications of Pacific Gas Transmission Cowmpany,
Docket ﬁos. G-17350, G=17351 and G-17352, requesting the necessary
authorizztions for the project were approved by the'Féderal”Power
Commission in its oxder issued August 5, 1960. Under Docket
No. G-17350, the Federal Power Commission gremted P.G.T. a cexrtifi-
cate of public convenience and necessity to constfuct.and operate
that portion of the pipeline for the transportation of gas fxom the
Internmational Boundary to the Califormia-Oregon boxrder and authority
to transport and sell such gas. Under Docket No. G-17351, P.G.T.
was authorized fo import natural gas for the project from Canada, and
uander Docket No. G-17352, P.G.T. was issue& a permit authorizing the
construction, operation, maintenance and commection of the prodeét
facilities required at the International Boundary.
Cost of Alberta Gna

The tabulation below shows applicant's estimates of the

cost pex M¢£6 of Alberta gas for the first five years of operation;
beginning in 1962, assuming 100 per cent ganual load factor at the

initial delivery capacity of the project:

> Ihis amount is less taan the %.2 Crillion cubic feet authorized 5%
the Alberta Oil and Gas Comservation Board because it is at a
pressure base of 14.73 psi and because in the proceeding before
that Board, Alberta and Southern was the applicant for the exvort
of gas to Montana, as well as to California. In the proceeding
pegore the National Energy Board, it wes mot the applicant on
behalf of Montana. Canadian~Montana appeared in its own behalf;
therefore, the quantity of gas destined for Montana is mot
included in Alberta and Southern's permit issued by the Natiomal
Energy Boaxd.

Costs used herein are adjusted to reflect a heating value of
1100 Btu per cubic foot of natural gas.

~11-
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Year of Cost of Gas per Mcf
Operation Calit.=-Oregon Border  Antioch

First : 38.7¢4 45.4¢
Second 39.5 46.1
Third 41.7 48.2
Fourth 41.9 43.2
Fifth 41.9 438.1

Although a large diameter pipeline project, in its inmitial
stage, is less ecomomical than when fully developed, the cost of gas
in the fixst years of the Canadiam-Alberta Project compares favorably
with gas from other souxces. The cost of gas to be furnished at the
Axrizona-California border by Transwesterm Pipeline to Pacific
Lighting Gas Supply Company is estimated to be approximately 44.4
cents per Mb£.7 The cost at the Nevada-California border of gas
proposed to be furmished by the Rock Springs project of EL Paso to
the Southern Califormia Gas Company and Southexrm Counties Gas Com-
pany of California is estimated to be about 42.4 cents pex Me£.8
Allowing for transportation f£rom the Arizona-California and Nevada-

California borders, the costs of these supplies brought to

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

gas.

El Paso gas now being delivered to applicant costs approx-
imately 37 cents per Mcf at Milpitas, a point roughly comparable to
Antioch in xelatiomship to applicant's load center. On.Febﬁuary 23,
1960, E1 Paso filed'with the Federal Power Commissiom for an

increase in the rate it charges applicant. With chis‘increase

7 1his COSt assumes LUOU% anmual load TACLOr and is based om a bordexr
price of 42 cents per Mcf and a heating value of 1040 Btu per
cubic foot. It reflects the present conmtract volume of 300 M2cf
pexr day, but does not reflect any redu&cions which may result from
the additional contract volume of 50 M<cf per day effective
Janvary 1, 1963.

This cost assumes 1007 annual load factor and is based on a bordex
price of 40 cents per Mef at 14.9 psi and a heating value of

1030 Btu. No adjustment has been made to compensate for the fact
that Rock Springs project is designed for deliveries intoe Southern
California, rather then Northern Califormia.

=] 2=
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in effect the exisiing supply of El Paso gas will cost applicant
about 39.5 cents per Mcf at NﬂlpitasfPAssuming applicant ic receiv-
ing its present supply of gas from El Pasc at the rate filed on
February 23, 1960, the introduction of Alberta gas in 1962

would result in an imerease in applicant's system average cost of
gas on the oxder of 2% cents per Mcf. Considering the past trend in
El Paso prices and the cconomies which will result as Alberta
deliveries approach the ultimate capacit& of the project, it is
possible that Alberta gas may prove to be cheaper than Ei‘Paso'gas.

Positions of the Interested Parties

None of the appearances protested the granting of this
application. The foilcwing interested parties recommended its
approval: The City of San Frameisco, City of Los Angeles,
Califormia Farm Bureau Federation, California Manufactuxers
Assgciétion, Soutbéxn California Gas Cbmpany, Southern Countieé Gas
Company of California, American Potash & Chemical Corporatiom,
Southwestern Portland Cement Company, California Portland Cement

Compaﬁy and Riverside Cement Company, Division of American Cement

Corporation.

Standard Oii Company of California (Standard), while not
opposing the application, requested tkat the decision of the
Commission clearly reject amy endorseﬁenc or authorization of exclu~
sive use comtracts, séles of gas below fairly allocated costs, or
methods of unfair competition with fuel oil sales. It is certainly
not the Commission's iﬁtent to authorize or endorse herein, either
explicitly or implicitly, sales of gas below fairly allocated cost
or any unféir methods of competition with fuel oil sales. However,
the question of she propriety of exclusive use contracts is a rate

matter which is extrancous to this certificate application.

7 Ll Paso prices are subject to possible refunds on adjudication oOF
recent increases.

-13-
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Position of the Staff -

The staff strongly recommended approval of the project,
providing that the certificate as gramted cortains conditions as

follows:

1. That contracts with Alberta gas producers be
reaegotiated to eliminate '"favored matioms,'’
"minimum average cost,” "tax absorption'" and

"rene§otiation or arbitration' clauses permit-

ting Luture price increases, and that failing

removal of such clauses, that applicant agree
that no part of any increase resulting from
such clauses be borme by the Califormia rate
paver until the increase is approved by the
Commission.

That any increase in the rate of return on
Alberta Trunk Line's operations be prevented
from being reflected in applicant's gas xates.

That applicant Lwrnish to this Commission for
review the final form ¢f P.G.T.'s cost~of~
sexvice tariff before it is £iled with the
Fedgfal Power Commission in Docket No. 17350,
et » ’

That customers served from any future taps
made in P.G.T.'s pipeline in Idaho, Washington
and Oregon share in the cost of the pipeline
in proportion to their maximm demands.

That applicant agree to exchange or substitute
excess gas with other Californmia gas utilities
should this prove to be ecomomically desirable
in the future.

That the rates for gas used by industrial
interruptible customers and applicant’'s steam-
electyic plants shall not be less than the
system-wide average cost of gzas delivered in
the market area. | |

Discussion of Staff Recommendations

With xespect to the first proposed comdition, the
Commission has given careful study and consideratibn to the gas pro-
curement contracts and is of the opinion that, aside from the
clauses In question, the comtracts bave a number of provisioms wﬁich
- are plainly advantégeous to California consumers. There is evidence

that these contracts are the results of protracted arm's length
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baxgaining in which the interests of the applicant were ¢losely
akin to the interests of,the California ratepayer. Applicaﬁtfhas
spent almost four years iz placing over five trilliom cubic feét;of
gas reserves under contract and in obtaining options for largé
additional volumes as discovered. Applicant testified #hatfi% bas
put forth its best efforts to contract for this gas at the best‘
over-all terms and at the lowest cost levels consistent thetewith.
Applicant represents that the ¢lauses to which the staff objééts are
part of the consideration which had to be given to obtain gas‘fdr
the project and that the producers would mot give up these clauses
without additional compensation in the form of higher scheduled gas
prices. Applicant pointc out that at the time these contracts, were
negotiated Trans-Canada was also buying gas in Alberta and‘thég'
Alberta and Southern did succeed in eliminating a mumber of price
adjustment provisionS'offered producers by Trans-Canada. |

In regard to the staff's second recommendation concerning
rate of return on Alberta Trunk Linme's operations, the order herein

will require applicant to advise the Commission without delay of its

knowledge of the pendency or occurrence of any event, iIncluding any

change in such rate of return, which might materially affeét the
cost of gas delivered in California from the transmission-line‘
project. |

Concerning the third proposed condition, the order herein
will require applicant to furnish to this Commission‘for review the
£inal form of Pacific Gas Transmission Company's cost-of~service
tariff before it is filed with the Federal Power Commissiom.

sth respect to the fourth proposed conmdition, the record
shows that P.G.T. bas agreed with El Paso that the rate for trans-

port of E1 Paso gas will be determined by am allocation of cost
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based upon demand and distence of tramsport. The stafflagrced that
this form of comtract provides the necessary assurances in so far as
presently proposed taps are comcerned. The contract providés that
the same formula will epply to future taps. However, the method of
allocation provided for thercim has subsequently been modified by
the Federal Power Commission in its oxder issued August 5;\1960, and
the wodification is to be included im the tariff to be fiied'by
P.G.T. In view of the provision of the order hercin regaxding this
tariff, such a condition is not required.

To view of the power of continuing regulation vested in
this Commission, we regard the £ifth proposed condition as unneces-
sary. Should the public intexest require exchange of‘substitution
of gas with other utilities, the Commission, through an appropriate
proceeding, could order such exchange or substitution, with ox
without the agreement of the appiicant. |

The staff's sixth recommendation is directed towaxd pro-
tecting applicant's firm customers from any inequitable rate buxrden
which might result £rom this project. It is clear that part of the
justification of this project is tﬁe provisicn'of,gas for appli=-
cant's steam=-electric plants and interruptible customers. In
recognition of this fact, the Commission places applicant om notice
that it will £ix the rates applicant shall charge for gas used by
induétrial interruptible customers and applicant's steam-electric
plants at such levels as will assure that the firm customers of
zpplicant will not be called upon to bear an inequitable burdem in
connection with the project herein certificated.

FTindings and Conclusions

The evidence is conclusive that zppilicant must substan-
tizily augment its presént sources of matural gas supply to avoid
the prospects Of a gas snortage in the near future. The record
leaves no doubt that a large diameter pipelime project £ox the

delivery of Alberta gas is, at this time, the most practicable means

16
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by which applicant can obtain the mecessary additioms to its gas
supply in order to meet the demands of its present and potential
customers. The record indicates that there are, to be sure, risks
and uncertainties involved in a project of this magnitudé. Such“
risks include the fact that the volume and timing of gas requirei
ments ¢annot be predicted with preciseness and certainty; that the
quantity of gas reserves available to supply the project is a mat-
ter of judgment and estimate; and that such a project is subject
to the regulatory au;horities of other jurisdictions which have
control over the resources and substantial portions of the facili-
ties. ‘
Conceding that thexre are aspects of this project which
cause us concern, particularly the pricing provisions contained
in these gas comtracts and the fact that meither this Commission
nox the Federal Power Commission has regulatory jurisdiction over
said contracts, nevertheless, it must be borme in mind that this
Commission does exercise exclusive jurisdiction over the rates
which the gas consumers of Califormia will pay for this Canadian gas.
This Commission will be vigilant to exexrcise such jurisdictiom to
the full extent required by the public interest, and applicant will
be required to show in any proceeding seeking a rate increase that
it has exercised every reasonable effort to hold down the cost of
said Canadian gas as a condition precedent to passing om any
increase to the gas comsumers of Californmia. Said applicant and
all of its affiliatgs will be required to avail themselves of every
lawful right and procedure which they may have to contest in
Canadian forums the reasonableness of Canadian gas purchased by
applicent or any of its affiliates and to prosecute any such right
or procedure with vigor and to a final dgtermination;’ Alsq,'appli-

cant will be expected to exercise such control over its affiliate,
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Pacific Gas Transmiésion Company,‘as to assurc that no unrcasonable
rate increase will be passed on to applicant by said Pacific)cas
Transmission Company. Applicant will be required to.exeréise every
bargaining opporturity and ecomomic 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
firnd that the applicant or any of its affiliates ha&e not complied
with the foregoing requircments, this Commission will mot permit the
applicant to pass oh‘to the gas consumers of California any increase
of'ratcs-whicbircsults from the failurc on the paxt of applicant or
its affiliates to comply with saild requirements.

Afﬁer considering all of the evidence and giving due
weight to the risks and uncertainties involved, the Commission finds
and concludes that the Canadian-Alberta project has the prospect of
being the best additional source of supply availablefto‘applicant
for assuring the continuation of adequate and efficient gas sexvice
at reasonzble rates.

The Commission finds that the public convenience and
necessity require and will regquire applicant to comstruct, operate
and nzintain the gas pipeline project described in the application.
The Commission fuxrther finds that the public convenience and
necessity require that applicant should be granted authority to
exexcise the rights and privileges of the several county franchises

heretofore granted to it, as more specifically set forth in the oxder
that follows.

The certificate hereinafter granted shall be subject to

the following provision of law:

That the Commission shall have no power to authorize
the capitelization of tae franchise involved herein
or this certificate of public convenience and
necessity or the right to own, operate or enjoy such
franchise or certificate of public convenience and

~18-
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necessity in excess of the amount (exclusive of
any tax or amnual charge) actually paid to the
State or to a political subdivision thereof as
the consideration for the grant of such fran-
¢hise, cextificate of public convenience and
necessity or right. | | |

All motioﬁs made during the course of this proceeding and

not heretofore ruled upon are denied.
ORDER

Public heariﬁgs:having been held, evidence having been
received, and the matter having been submitted for dccfsién,
IT IS HEREBY ORDERED: -

1. That Pacific Gas and Electric Company be and‘;t is hereby
granted a certificate of ?ublic convenience and necessity £o ¢com-
struct, operate and maintain the gas transmission-line prdject
described in the application, subject to the following conditioms:

a. Applicant shall stipulate and agree to
cause its wholly owmed subsidiary, Alberta
and Southern Gas Co. Ltd., to exert its
best efforts to test before the appro-
priate regulatory authorities of the
Province of Alberta and the Dominion of
Canada the rcasonableness of every
increase in the cost of gas to Alberta and
Soutkern, whether such increase results
from the provisions of cxisting gas pur-
chase contracts, or modifications thereof,
or from the provisions of future gas pux-
chase contracts and likewise to test the
reasonableness of any increase in gather-
ing and tramsportation costs. ’

b. That applicant shall file with this Commission copies
of the following:

(1) Copies of all gas purchase comtracts
between Alberta and Southerm Gas Co.
Ltd., and Canadian gas producers and
copies of amy agreements amendatory
thereto which are now in existeace -
but not included in Exkibit No. 7 in
this proceeding.

Copies of any and all such producer
contracts and agreements and changes
thereto a2s they are made in the future.




A.407328 N’ *

(3) Copies of any futurc agreements amenda-
tory to or replacing the following:

(a) Pacific Gas Transmission
Company Zas sale contract
with Pacific Gas and Electric

Coxpany.

Alberta and Southern Gas Co. Ltd.,
contract with Pacific Gas Traas~
nission Company.

Alberta and Southern Gas Co. Ltd.,
and Westcoast Transmission Com=
pany Limited contract with Alberta
Natural Gas Company.

Albexrta and Southern Gas Co., Ltd.,
contract with the Alberta Gas
Trunk Line Company Limited.

(e) Pacific Gas Transmission Company
transportation agrecment with
Pacific Northwest Pipeline
Coxporation.

(£) Alberta and Southern Gas Co. Ltd.,
contract with Canadian-Montana

Pipeline Company.

That applicamt shall fully advise the Commissiom
in writing, without delay, of its knowledge of the
initiation, pendency and/or occurrence of ‘any fact
or event which might materially affect the cost of
gas delivered In Califormia from the transmission-
line project. -

That applicant shall fuxrmish to this Commission
for review the final form of Pacific Gas Trans-
nission Company's cost=of-service tariff before
it is filed with the Federal Power Commission.

That applicant shall locate and comstruct its
transmission line in such manner as to make
reasonably convenient sexvice from the trans-
nission line to the commumities in California
through or near which said line rumns, where
public convenience and necessity may requixe
such service.

2. That Pacific Gas and Electric Coumpany be and it is hereby

granted a certificate of public convenience a2nd necessity to
exexcise the rights and privileges of the franchises granted to the

company by the following county ordinances, to the extent necessary
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to enable it to comstruct, operate and maintain said transmission~
line project:

Ordinance
County Numbex Date

Colusa - 183 February 2, 1948
Contra Costa 423 February 9 1948

Clenn 243 .J’anuary 17 1944
Modoc 166 1959

Sacramento 341 vemﬁer 15, 1948 .
Shasta 416 January 18, 1960
Siskiyou 330 Maxrch 24, 1959
Solaso 345 December 3, 1951
Tehama 145 May 11, 19 53
Yolo 212 June 7 1548

3. That within six months of the date that said transmission
line is placed in operation, Pacific Gas and Electric Company shall

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

the transmission-line project as comstituted at the time of the first

operation.

‘I‘he effective date of this order shall be twenty days a.fta'
the date hereof.

Dated at San Franelscs Califomia, this (&52’ day .

of K[%M)" 19% ; J o

-~ Pfesidem:
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Com;s*"ov- Poter E. s DOIBE
noeacaarily absont,. 414 nos partizinato
19 tro disposition of this proccoding.
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APPENDIX A

LIST OF APPEARANCES

For Applicant: R. _H. Peterson, F. T. Searls, John C. Morrissey and

Interested Parties: T. M. Chubb, General Manager, and R. W. Russell,
Assistant General Manager, for Department of Public UTilities and
Transportation, City of Los Angeles; Dion R. Holm, City Attorney,
Thomas M. O'Comner, Public Utilities Counsel, Orville I. Wright,
Deputy City Attorney, and Robert R. Laurhead, Thief Valuation and
Rate Engineer, for City ad County ot San rrancisco; William I,
Knecht, for California Farm Bureau Federation; Harvey U. Zanks,
Director of Department of Water Resouwrces, State of California,
by R. E. Frey; William W. Bvers, and Brobeck, Phleger & Harrison,
by George U. Rives and Gordon b. Davis, for California Manufac-
turers Association; Pillisbury, Madison & Sutro, by Franeis N,
Marshall and James B. Atkin, for Standard QOil Company of Califor-
niz; W. D. MacKay .Commercial Utility Serwvice), for Challenge
Cream and Butter Association; Joserh R. Rensch, Robert M. Olson
and Milford Springer, for Southern California Gas Company,
Souwthern (ounties Gas Company of California and Pacific Lighting
Gas Supply Company; R. E. Woodbury, by J. F. Nail, for Southern
California Edison Company; Overton, Lyman & FPrince, by Donald H.
Ford, for Southwestern Portland Cement Company; O'Melveny & Myers,
by Lauren M. Wright, for Riverside Cement Company, a division of
American Cement Corporation; Gibson, Dunn & Crutcher, by
Richard L. Wells, for American Potash and Chemical Corporation;
wallace K. Downev, for California Portland Cement Company.

Commission Staff: William M. Bemnett, Harold J. McCarthy, Hector
Anninos and Clarence Unnevehr.

LIST OF WITNESSES

Evidence was presented on behalf of the applicant by: J. S. Moulton
(description of project, economic feasibility and tariff and con-
tracts related to the project); R. Smith (flow diagram and capital
costs); S. A. Haavik (gas supply); H. H. Blasdale {gas requirements
and c¢ost of gas); XK. C. Christensen (financial plan); C. P. Smith
(Alberta gas supply and gas purchase contracts); and M. A. Richford
(0Ll gas and propane air plant operations).

Evidence was presented on behalf of the interested parties by:
R. A. Grant, Califernia Portland Cemenmt Company (selection of
fuel); F. S. McGinnis, Southwestern Portland Cement Company
(selection of fuel); D. C. Eoney, Riverside Cement Company, 2
division of American Cement Corporation (selection of fuels;
W. M. Jacobs, Pacific Lighting Gas Supply Company, Southern
California Gas Company and Southerm Counties Cas Conmpany of
California (gas supply).

Evidence was presented on behalf of the Commission Staff by:
B. A. Davis (natural gas pipelines and sowrces serving California);
E. H. Heidrick (gas supply and requirements); K. J. Kindblad
2alternate methods of meesing firm requirements); L. W. Mendonsa
cost of alternate fuels and tariff forms); C. Unnevehr (staff

recommendations). :




