
Decision No. ·71:1'19 OR18111t·· 
.. , 

BEFORE THE FUBLIC UTn..lT!ES CO~SION OF THE STA...'rE OF. CA!.IFOR.'itA 

In the Matter of the Application of ) 
McCLOUD GAS CO.,. INC. for (i) a ) 
certificate 0: public .conven1euce·' »)' 
and necessity authorizing Applicant ( 
to eonseruct and operate a public 
utility gas distribution system in 
the town of McCloud~ Siskiyou County,. ) 
Ccl:ifornia end ~ exercise rights ) 
\:2lder a fr8.t1chise granted to ) 
AP21iea:c.t by the Board of Supervisors ) 
of Siskiyou County ~ and (ii) for an ) 
order authoriz1ng Applicant to issue ) 
and. sell up to: 15-,.000 shares of its ) 
COmt:lon stoc!<. ) 

----------------------------~) 

Application Ne>. 48559 ... 
, (Filed June 16, 1966) . 
(Amended July 18,. 1966) 

Orrick, Dahlquist, Herrington & Sutcliffe> by 
James F. Crafts. Jr., for applicant. 

Sidiley J. Webb ana Ht£:Y A.· DannenbriDk~ for 
. the ($TiiTi; ssion sta_ • . 

" 

After due notice, public :"earing 1n the matter was held 

before Examiner Emerson on July 18:, ,1966,.· at San Francisco. 

App1iC3nt is a california corporation organ±Zedin 1965 for 
", . 

the purpose of providing public utility gas service in thcto~ c£ 

McCloud,. S1sld.you County. It seeks ee~1ficates' of p\!blic convenience 

.'md necessity to construct and operate a gas plant and sys.tem in 

McCloud,. and ,to exercise the rights and privileges of afrancldse 

;ranted to it by the County of S!sk1yo~. It seeks authority to issue 

and sell $150,000 of 11:s capital stock ... By oral' amendmellt'made at 

the hearing~ applicant also seeks- -zuthority to' utilize, direct-fired 

vaporizers. 

The town of McCloud has been a' "company town" for many 

years,. all residences 8.t1d other buildings therein ba~gbeen cwned, 

by '!'he McCloud River Lumber Company. About 2-1/2 years age> 
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U. S. Plywood Co~rat1on acquired the assets of The McCloud River 

Lumber Company ~ including the town of 'McCloud. 1.llld $ubscquen~ly 

arranged for the sale of the cOtmllercial and re~1deuti..slportions of 

the eowu to .:rohn TN. Galbreath & Co. The laeter is· refurbisl:1ng the 

residential and commercial structures· and is offer1ng.such, s:rc.ctures, 

AS well as tile buildi:lg lots, for sale. . ~.::nong other rea SOIlS , 

Galbreath desires underground distribution of utility gas"'serliee t!s 

a ~$ of etlhaucing the attractiveness of the eommu:lity .. , At the 

present time, the majori:y of the catm:ne:c1al estc:b11shmentsuse steam 

(~upplied from the lumber mill) . to s<1'I:1s£y their water heat:tnganc 

space heatiDg %'equiremenes. Residential s'CrUCtu:es e::'e uSing, wood~ 

oU, steam and taDk gas for cooking, weter heating end $pac~' heating 

p':lX'poses. hJ. actual survey of the community has disclosed.:hat there 
I 

a%'C 30 co:cmercial est<l'blisbmeuts and 570 dwellings (including., hoces 

and multiple dwellings) which are potential. customers for'central 

station gas service. If the refurbishing ~lans and sales of 

st:'\lctures .:.re ecmple~ed according to present plans:- applicant will 

have an assured market of at least 80 pereect of the residetlces and 

substantially all of the cOttmercial establ1sbment~. 

Appli~t proposes to eonsttuet a distribution system 

consisti!l.g~ initially, of 4,090 feet of 4-inch main$!, 25 t 165 ,feet of 

2-ineh mains and 11,105 feet of l-1/4-iI:eb. :nains, togeti1er with 

servi:ee connections. meters and regulat:ors. Bulk storasc, ofpro?atl.c 

will be provided by one 30 ,OOO-gallon ta'Ilk.. hJ. SOO-gallon per c.cur 

"Algas" di.%'cct-firedvaporizer will be used' 4nd a 400-gallon per hour 

direct-fired vaporizer will serve for standby service. !he s~orage 

cap.;:e1ty is' sufficient to supply 12 days of peak usage without:', 

replacement. The entire system. h.a.s been engineered for ,distribution. 
, "', 
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of either natural or propane gas ~ the latter ~ing· the type of gas 

to be served until such time as natural gas may' beavaUable~ The 

average heatillg value of the propane gas to,~ supplied' willi be abol.!t: 

2~lOO btu per cubic foot. 

It is estimated that the total cost of plant w.[.ll, reach 

$254~:300 by the. end of 1968~ wi:h abou~$217 ,000 of such amo'.mt 

being required for construction during 1966.,. Applicant's initial 

~inancing plans contemplate a total eapital1zatio:l. of'approximately 

50 percent stock equity and 50 percent bon-owed:C-unds-. Its immediate 

cesh requirements would be met by open account advances from its 

parent (pacific Delta Gils~ Inc.) with illterest thereon at' a rate 

b.s.sed upon ~e rate currently paid by its parent, for borrowed fux:ds 

(currently as~ed to be 6-1/4 percent:). From tilDe to- time (!uring 

the first two years, a portion of such open account advances would 

be extinguished by issuing cOtmnon stock, in cancellation thereof. 

'!he purposes for which stock will be issued are the"proeu::'ement',of, 

the following: . 

Intangible plant 
Seructures 
Storage Plant and Vaporizers 
Distribution Mains 
Services 
Meters, 
Pul:n.piug & Regulating Equipment 
Office Furniture & Equipment 
TransporeationEquipment 
Work Equipment 

, , 

$2,500': 
2',000, 

40 -SOO, ,'-
J ' 

90:,000 
50 400 , -,' 

22',500 
1,500 
1,.200 
3500 J . 

4~SOO 

Applicant's pereut, Pacific Delta. Gas, Inc.~ isa holding 

company organized in California on April. 27 ~ 1947, to" servea'g. a 

buying organi 7.atiOll for a group ofliquif~ed petrolecm (LP) . gas 

d~alers. In 1962 most of these dealers exchaugedtheir st-x:k for 

shares of Pacific Delta and Pacific Delta also acquired other LP gas 

businesses both directly and through subs:!.d1aries. Presently,.·· 
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Pacific Delta is now engaged, through subsidiaries~, in the· t:ransport 

and distribution of 12 gas and related equipments in the states of 

california, Nevada, Washington and Oregon. Its principal office is 

in San .Jose, California. It has a $l,O()O,OOO line of credit with J3;a:ck 

of America against which there are no present borrowings. Pacific 

Del ta. t S resources are fully available to applicant which will be a. 

wholly owned subsidiary of Pacific Delta. 

Applic:aut has proposed gas rates which for a normal 

residential customer would be approximately 25 percentleS8. than 
, ' 

the cost of tank gas to such customer. The basic rates contemplate 

billing on a t:herm basi-s. (a thm:m is· 100 ,000 btu) and, 'are as' follows: 

First 2 thexmsor less 
Next lS therms, per tberm 
Next 30 therms.,# per therm. 
Over 50 tberms. per therm 

I' 

Per~ter 
Per Moritb: ' 

$2.50 
.18:' 
.16-
.15' 

Applicant,t s rate proposal originally included a provision 

for "escalation" of the basic rates depending upon the posted price 
c· ' 

of propane in the San Francisco Bay area; however, during the 

hearing such clause was withdrawn from the' proposal. 

Applicant's esttm4tes for first and second-year utility 

Est~ted Resules of9perations 

~Amount ' 

Revenues 
Expenses 
Net Revenue 
Rate Base 
Rate of Return 

.lli2 !ill. 
$ 88~SOO 

78 .. 700 
9,.800 

220,600 
4.441. 

$112,.100 
96-,;800 
1>,;300: 
230~500' 

6.647. 

The franchise granted to applicant by Sisldyou: COunty 

(Ordinance No. 411) became effective on April 22. '196S. is ,of . 
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indeterminate term. and is subject 'to payment to the countyo£ 

two percent of anllual receipts, commencing the sixth year after its 
yo. ..... ,. '., 

granting. !he total cost: of the franchise was $2,370·.99wit:b. $160 

thereof to the County of Siskiyou, $1,808.49 for legal: fees and 

$402.50 as the costs of publication. 

NO' person. has c~icated with th~ Co1mrdssien or appeared 

at ~e hearing in opposi don to the granting of ep~lieant' s requests. 

The first group of renovated Y.'esid~nees is: ::'O"""w ready f~= 

~le and for use of utility gas service. Early completion:. of the 
" . 

ges syste:n is therefore desirable. Further;) beavy winter snows . in 

the area will grea'tly izpede constTuction and thus it1sil:lpcr~i·.1-e 

~:!'t. utility construction work be! 'co~ced at the earliest ·ti:te 

pC'ssible. 

The Commission makes the following find~gz: 

1. Pub~ie convenience and necessity require and will require 

'that applicant construct and operate the gas plant, as proposed, for 
I • 

the purpose of rendering public utility gas se:vicc to' the c~mm~ty 

of McCloud, Siskiyou County, california. 

2. Public convenience and necessity =e~u1re and will reC!UiX'e 

that applicant exercise the rights andprivileges'Qf the franchise 

sran-=ed by Ordinance No .. 411 (dated YMttch 23-, 196,5. .:.nd e=£eccivc 

April 22, 1965) of tb4- Bo~d Supervisors of ,Siskiyou County. 

S. Applicant should be aut:b.orized to install and utilize 

, direct-fired vaporizers on its system. 

4.. The public convenience .and necessity' will best 1:>e" served 

i.f applican:t eon::mences construction at 'Che earliest possi'!>le date and 

that;, for such purpose;) the order herein sbot:ld bcmade effective 0'0. " 

the date hereof. 
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s. Appli~t should be authorized to file its proposed rates 

for the gas servicE: to be rend.ered and should be required to repor~ 

to this Commission. in detail, the financial results of its· ope~a~ions 

thereunder for the calendar year 1968. 

6. Applicant should be required to use the straight-line 

remaining life method of depreciation 3ccountingfor utility plant 

items and to maintain its booY..s of account in accordance w!th the' 

uniform system of accounts for gas corporations pres'eribed':by t:b,.~ 

Coc::dssioll. 

7. Applicant should be authorized to issue and sell $150,000 

of its capital stock as requested; the Cotamission further ·finds. that 

the money. property or labor to be procUred or pa.id for, by the 

issuance of the 15.000 shares of $10 par value shares of stock 

hereinafter authorized is :easonably required for the purposes 

hereinabove stated, which purposes a:e not in whole or in part 

re~sonably chargeable to operating expenses or to income~ 

The cert:Lficatesissued herein a:e subject to' theprovisio'll 

of law that: 

The Commission shall have no au~hority to 
authorize the capitalization of certificates 
of public convenience and necessity in excess 
of the count (exclusive of e.ny tax or annual 
charge) actually paid to the State or political 
subdivision ~hereof as the consideration for 
the isSuance of such certificates of· public 
convenience ond necessity or right. 

Applicant and its sharoholders- are placed'onnotice t:b.at 

this Cotcmission does not· regard the nt:ilber of share's outsts:!.ding~ 

'!:be toeal par value of the shares, :he dividcnds pai.d nor. any am.o~c. 

of debt "'".,hieh may in the future be authorized,. as '!ncasuring ~e ::"et~ 

of return whi~h applicant should be allowed on its investment :Ln 

plant nor indicative of amounts to be included inproeeedings for the 

determination of just and reasonabla rates. Further, notice is give:l 

tb.at its relationship with its parent or any ot~ associated or 
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affiliated companies will be closely 8c~t1nized from 'time to t~e 

by the Commission. 

ORDER - - -'-.- ~ 

IT IS ORDERED as· follows = 

1. Certificates of public convenience and necess!ty are hereby 

granted to McCloud Gas Co •• Inc. as follows: 

(a) 

(b) 

To construct and operete a $8S plant for the 
generation~' storage. transml.ssion. distribution 
and- sale of ~as to the ptlblie within the area . 
depicted on ZXhibit ~ attached to the application 
herein. 

To exercise the righes and privileges gra:lted 
to McCloud Gas Co.~ Inc. by OrdinenceNo-.-41l 
of the Board of Su~rvisors .Sisldyou- County. 
dated March 23:. 1965." 

" 

2. McCloud Gas t<> •• Inc. is hereby authorizect to utilize an 

trlJ.gas" 800-gal1o:l pe= hour and an "Algas" 400;'gallon per hour 

direct-fired hydrocarbou vaporizer, as primary and stand-by generatir.g 

sources respectively,. ~s contemplated by this Commission's Gene.al· 

Order No. 94-A, which order, insofar as applicable ~ . is· hereby made . 
" ' 

a paTt of this order. 

3. McCloud Gas Co.:. Inc. is authorized to file with this 

Commission, on or after the effective date of this ,order and:iu 
, . 

conformity with the provisions of General Order No. 96-A, the schedule 

of re.tes set forth in EY.hibit E attached to the application he:ein; 

. except that the "Special Condition" thereon see forth shall be 

deleted therefrom and the minimum heating ""al.ue :tn btu per cubic foot 

s'b.all be added ~ereto; ~d (together with tariff' service ,area map, 

rules and' forms governing relations with the publi.c :.B.cceptableto 
. ' 

~b.e COu:mission) on not lesz. than five' days r notice to the' public end 

co tb.is Comniss1on~ to mak:z said rates~ :naps. :1.:l.cs end forms 
, ' 

effective as of the date public: utility gas service is first rendered . 

to the publie. 

4. McCloud Gas Co., Inc. ~ Oll or after the effe'ctive .date of 

this orcler' and on or before July l~ 1968~',~:tcayissue and sell not to 

-7-



e. 
,.A. 48559 GF 

J " 

exceed 15,000 shares of its common stock at $lO,per sharefort:he 

purposes stated in the foregoing opinion and shall file ,with this 

Commission a report or reports as required by General Order No. 24-l> 

which order. insofar as applicable, is hereby mad~ aparf:of 'this ' 

order. 

5. McCloud Gas Co., Inc. sball make accruals for depreciation 
, ' 

by dividing the original cost of depreciable plant. less 'estimated 

salvage value less depreciation reserve, by the estilllated remaining 

life of the plant; shall review said accruals by accounts whenever 

l:I3j or changes in plant composition occur and at intervals of not 

longer than five years. The results of' such reviewsshall~ be 

submitted to ~ Commission. 

6. The certificates of public convenience and necessity 

hereinabove issued will expire and be of no further effect unless 

exercised prior to July 1. 1967. If said certificates are exercised, . 

McCloud Gas Co., Inc. shall notify this C«!:miss:[on in wri.ting of the 
.. ~. . 

elate on which public utility service is first rendered to,' the public. 

within five days thereafter. 

The effective date of this order sballbe the date hereof. 

Dated at ___ .a.;S.:.;;;l\n~'Fra:=J\_~_se~o ___ , California,. this /b,'{!-J , 
day of ____ AU_G_,t_JS_T ___ 1 
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