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BEFORE THE PUBLIC UTILIYIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No.

In the Mattexr of the Application of )
McCLOUD GAS CO. » INC, for () a ;
certificate o< public convenience -
and necessity authorizing Applicant 2
To construct and operate a public
utility gas distribution system in . 5 Application No, 48559
the towm of McCloud, Siskiyou County, g - (Filed June 16, 1966)
Colifornia ond to exercise rights (Amended July 18 1966)
under a franchise granted to ;
Alzplz.eant by the Board of Supervisors
Siskiyou Coum:y, and (ii) for an )
order authoriz Applicant to issue ;
and sell up. to 15,000 shares of its
common stock. ;

Orrick, Dahlquist, Herrington & Sutcliffe, by
James F., Crafts. Jxr., for appl:.can:.

Sidney J. Webb and Henry A. Dannenbrink, for
the Tomnlssion Staff.

"OPINTION

After due notice, pu‘blie nearing in the matter was held
before Examiner Emerson on July 18, 1966 ‘at San Franc:.sco.‘

Applicant is a California corporation organized 1965 foxr
the puxpose of providing public ut:’.lity 2as service in the towz of
MeCloud, Siskdyou Cbunt:}. It seeks cert:l‘.ficates of pt.bl:’.c eonvem.ence |
and necessity to construct and operate a gas plant and system in
McCioud, and to exexcise the rights and pr:.vileges of a franchise
granted to it by the County of S:[skiyox.. It seeks autho*:.ty to issue
‘and’ sell $150,000 of its capit:al stock. By oral amendment made at
the hearing, applicant also seeks "uthority to’ ut:.lize direct-f:’.red
vaporirers. ' A

The town of McCloud h.as been a "ccmp:my town" for many
years, all residences and other ‘buildings therein- having been cwned
by The McCloud River Lumber Company. 4&bout 2-1/ 2 yea:s ago
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U. S. Plywood Corporation acquireé the assets of The McCloud River
Lumber Company, including the town of McCloud, and subscquently‘
arraoged for the sale of the commercial aund residenti‘ai :iaoi:tions cf
the town to John W. Galbreath & Co. The le:tef isj_re_fcxf:ishing‘ the
residential and commercial structuxes and is offering such s;'ructurcs,_
as well as the bdilding lots, for sale. JAmong other reasons,
Galbreath desires underground distribution of utiiity gas se'::v:f.ce &s
a meens of enhancing the attractiveness of the comu..ity.. At the
present time, the majority of the commexrcial esteblishments use steam
(supplied from the lumber mill) to satisfy tne:.r watez: heatmg and
space neating requirements. Residenual structuzes are. u.»inc wood,
oil, steam and tank gas for cooking, water heating and space beatmg
vurposes. An actusl survey of the commumity has_disclcsec[‘ that there
are 30 commercial establistments and 570 dwelljingss (including bozes
and multiple dwellings) which are potenti‘.ai custcmers fo:':"*cen‘crei ‘
scation gas service. If the :efurbishmg plans and sales of
structures are compieted according to present plans applicant will.
have an assured market of at least 80 percem: of the residen"es and
substantially all of the commerclal estab.u.istment

Applicant proposes to construct a cz.st:ri‘but on system
consisting, initially, of &4 090 feet of 4-inch mains, 25,165 feet of
2-inch mains and 11,105 feet of "-1/4-:'.nch xzins, toge.her with
sexvice connections, meters and regula::ors. Bulk storaf-c of eropanc‘ _
will be provided by one 30,000-gallon tank. An 800 -gallon pcr heur
"Algas" rect~fixed vaporizer will be used and a 400-gallon per hour
direct-fired vaporizer will sexrve for stand‘by sexvice. The st orage
capaeicy is sufficient to supply 12 days of pea.k usage w:.thouc :

replacement. The entire system has been engineered for distr:.bution




of either natural or propane gas, the latter béiﬁg»the typé of gas

to be served until such time as natural gas may be available. The
average heating value of the propane gas to be supp‘ied will’be abouc
2,100 btu per cubic foot.

It is estimated that the total cost_bf‘pl#ntvwill-reégh‘
$254,300 by the end of 1968, with abous $217,000 of such amownt
being required for comstruction during,1966,_ Applicaﬁt?é initial
financing plans contemplate a total capitalization offapbroximately‘
50 pexcent stock equity and 50 percent borrowed funds. Its izmediate
cash requirements would be met by open account advances from its
parent (Pacific Delta Gas, Inc.) with interest thereon atia“ratg-
based upon the rate currently paid by its pareﬁt?f6r borrowed‘fuﬁds
(currently assumed to be 6-1/4 percent). From:tibe«to~timé Eﬁ;ing“
the first two years, a portion of such Opeﬁ.account-advanées.ﬁocld
be extinguished by issuing common stockyin cancellatibn-théreof;

The purposes for which stock will be issued are the procu:ement of
‘the following‘ : | B

Intangible plant 3 $ 2 »900
Strxuctures 2,000 .
Storage Plant and Vaporizers 40,500 .- -
Distribution Mains - 90 OOO,H_
Sexvices 50,400
Meters. “2 500
Pumping & Regulating Equipment 1 500 -
Office Furniture & Equipment 1 200,.
Transportation Equipment 3, 500
Work Equipment 4'500

| Applicant's parent, Pacific Delta Gas, Inc., is a holding
company organized in California on Apr11 2 > 1947, to-serve as a
buying organization fox a group of 1 ;quified petroleum (LP) gas
calers. In 1962 most of these dealers excnanged the;r sto‘k for
skares of Pacific Delta and Pacific Delta also acqulred otner LP gas
businesses both directly and through subsidiaries. Present1y3r




A. 48559 GF

Pacific Delts is now engaged, through subsidiaries, in the tramsport

and distribution of LP gas and related equ:f.pments in the states of
California, Nevada, Washington and .Oregon. Its princ:lpal office is
in San Jose, Califormia. It has a $l 000,000 line of credit with Back
of America against which there are no preseat borrowings. -Pacific |
Delta's resources are fully available to applicant which will rbef a
wholly cwmed subsidiary of Pacific Delta.

Applicant has proposed gas rates which for a normal
residential customer would be appro:d.mately 25> percent less than
the cost of tank gas to such customer. The 'basic rates contemplate'
billing on a therm basis (a therm is 100 000 btu) and are. as follows.'

Per Meter
zez_ﬂ_oz-_t&

First 2 therms or less $2.50
Next 18 therms, per therm 18
Next 30 therms, per therm .165-
Over 50 therms, per therm .15
Applicant's rate proposal originally :.ncluded a provision
for "escalation"™ of the basic rates ‘depending upon thc posted price
of propane in the San Francisco Bay area; however, during the
hearing such clause was withdrawn frowm the proposal.
Applicant’'s estimates for first and sccond-year utility
operat:.ons are summarized as follows:

Estimated Results of Operations :

Item - . Amount
| 1966 1967
Revenves $ 88,500 suz 100
Expenses 78,700 - 96, 800
Net Revenue 9,800 1.5 300

Rate Base : 220 ,600- 230, 500 :
Rate of Return 4,447, 64[. )

The franchise granted to applicant by Sisk‘iyjou‘ County -
(Ordinance No. 411) became effective on April 22,"19'55’ is of |
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indeterminate term and is su‘bJ ect to payment to the coum:y of
two percent of annual receipts, commencing the sixth year after its
granting. The total c;é;:r of the franchise was $2,370.99 with $160
thexeof to the County of Siskiyou, $1 808.49 for legal fees and
$402.50 as the costs of publication. |
No pexson has commmicated with the Comm:.ss:x.cn or appeared
at the hearing in opposition to the granting of epoln.can*' reques..s. |
The first group of renmovated rosidences s zow ready for
sale and for use of utility gas sexvice. Early complet:l.on of the
ges system Is therefore desirable, Further, heavy w:.nter snows in
the area will greatly :L...pede cons"ruct:'.on and. ‘.'b.us :.t is: moera::.vo '
thot utility comstruction work be ‘commenced at the earliest ti::e
pessible.
The Commission makes the follow:’.ng f:.nd:.z:g
1. Public co:rvenienec and nece\,s‘ ty requ_re and will require
that applicant construct and opexate the gas m.an as proposed, £ox
the purpose of rendering prl:.c utility gas se:-v;’.ce to the’ commmty_
of McCloud, Siskiyou County, California. |
2. Public convenierce and necessity require and will :ce_c;uire
that appl:’.eant exexrcise the rights and brivilegeS' of the .french:ioe
granted by Ordinance No. 411 (dated March 2 22, 1965 and effective
April 22, 1965) of tke Boaxd Supervisoxrs of S...skiyou County.
3. Appiicant should be authorized to install and utilize
direct-fired vaporizers on its system.
4. The public convenience and vecessity will best be served
if aoplicant commences consz:ruct:.on at the earliest poss:.ble date and

that, for such purpose, the o-'dez: berein shox.ld 'be made effecri.ve on
the date hereof




5. 4pplicant should be authorized to file its proposedirates
for the gas sexvice to be rendered and skould be required to report

to this Commission, in detail, the financial’results ofvits-operations

thereunder for the calendar year 1968.

6. Applicant skhould be required to use the straight-line
remaiving life method of depreciation accounting for utility~plant
items and to maintain its books of account in accordance’w‘th the’
uniform system of accounts for gas corporations prescribed bY‘ﬁuu
Commission. , o

7. Applicant should be suthorized to issue and sell $150,000
cf its capital stock as requested; the Commission further@finds‘that
the money, property or labor to be procnred or paid for‘byztneﬁ
issuance of the 15,000 shares of'$10 par value sheres ofastocka
hereinafter avthorized is reasonablj reqnired\for’the,purposesp
hereinabove stated, which purposes are notfinlwhoie'or.in'part’"
reasonably chargeable to operating expenses or to~mncome. -

The certificates issued herein are subject to the prov*sion

of law that:

The Commission shall have no authoxity to

authorize the capitalization of certificates

of public convenience and necessity in excess

of the amount (exclusive of 2oy tax or annual

charge) actually paid to the State or political

subdivision thereof as the consideration for

the icsuance of such certificates of public

convenience and necessity or right.

Applicant and its sharcholders~are placed: on notice that
this Commission does not -egard the mumber of shares out staadxng,
the total par value of the shares, the dxvicends paid nor any amount -
of debt which may in the future be anthorizeo, as.measnring the "P*ﬂ‘
of return which applicant should be allowed on its investment in. |
plant noxr indicative of amounts to be included in proceedings ‘or tne“
determination of just and.reasonabla rates. Further, notice‘is given ,

that its relationShip.with its parent or‘any~other associated or

-6-
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affiliated companies will be closely scrutinized from time to time
by the Commission. |

IT IS ORDERED as follows: |
1. Cerxtificates of public convenience and necessity are ‘hereby
granted to McCloud Gas Co., Imc. as follows: |

(@) To comstruct and opercte a gas plant for the
generation, storage, transmission, distribution
and sale of gas to the public within the area .
depicted on Zxhibit 3 att:ached to the application
herein. | _

(b) To exercise the rights aad privn.leges gvanted
to McCloud Gas Co,., Inc. by Ordinence No. 411
of the Board of Supervisors, Sisld.you County,
dated March 23, 1965,

2, McCloud Gas Co., Inc. is hereby authorized" to util:.ze an
"Algas" 800-gallez pexr hour and an "Algas" 4Q_O-gallon pexr hour
direct-fixed hydrocarboun vaporizer, as primafy and staﬁd-by generating
sources respectively, 2s contemplated by th:[s Commiss:[on s Gene::al
Order No. 94-A, which oxder, imnsofar as applica‘ble, is hereby made :

a part of this order.

3. McCloud Gas Co., Ine. is authorized to file w:!.thtbis

Commission, on or after the effective date of this 6rder‘end‘~'in .
conformity with the provisions of General Order No. 96-A. _the schedule \
of xates set forth Iin Exhibit E attached to the applicatn.on he*eiw
.aXcept that the "“Special Condition" thereon set forth shall be
deleted therefrom and the minimum heating wvalue in bru pexr cubic foot
sball be 2dded thereto; and (together with tariff se:v:f.ee }area map_:,_
rules and forms 'governing relétions with the pub'ii;c,:- eceeptebl'e to
ti;eTCommission) on mot lesv tnan five days' noti ce to the: publ:i.c ené
zo this Comiseion , o wakz said rates, :naps , -:..le... and foms
effective as of the d.ate px.bl:.c util:.ty gas service is first: rendered
to the public. o

4, McCloud Gas Co., Inc., on or after the effective date of :
this order and on or before July 1, 1968,’ may issue and sell not to-

-7-
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exceed 15,000 shares of its common stock at 310 per share for the N
purposes stated in the foregoing opinion and shall file w:’.t.h th:ts
Coumission & report or reports as required by General Order No. 24-B-
which order, insofar as applicable, is here'by made a par.. of this
order. | o |

S. McCloud Gas Co., Inc. shall make accruals for depreciation.
by dividing the original cost of deprecilable plant, less estimated
salvage value less depreciation reserve, by the estimated remaining
life of the plant; shall review said accruals by accounts whenever
major changes in plant composition occur and at :.ntervals of not
longer than five years. The results of such revn.ews shall be
submitted to this Commissi.on.

6. The certificates of public convenience and necess:i.ty
hereinabove issued will expire and be of no further effect unless
exercised prior to July 1, 1967. If said certif:.cates are exercised
McCloud Gas Co., Inc. shall notify this Comissi’.on in writing of the
date on whn.ch public utility sexvice is first rendered co the publ:‘.c,
within fn.ve days thereafter. ,

The effect::.ve date of this order sball ‘be the date ‘nereof

Dated at San Francisco Cal:.fornza, this /é i
AUGUST ‘ '

- Comn:.ssioners S
Commtsstonen r—-ece-s.ck B. B
Decessorily absent, did: n

~Ho:obor: boing

o)) manic:[
in the di.apo.aiuon or th.ts ,;:»roceod;l:;t .
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