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Decision No. 7:1411 ---.;;.,.;..;.---
BEFORE THE PUBLIC UTn.ITIES COMMISSION or THE: STATE OF CAI.IFORNIA 

!cvestigat1ou on the Commission's l 
own motion into the reasonableness 
and propriety of rates, classifications, 
ru1e5:t contracts or p:actices of . 
PACIFIC GAS ANi) EIECTRIC COMPANY in the ) . 
;?ro~osed service ofD.atura,l gas 'in: 'the 
He~!d$burg - 'Ok1ah area. 

In the Matter of the ApplicatiotL of ) 
C!.OVERDAI..E GAS COMPANY and PACD'IC GAS· ) 
A..'ID "EI.EC'!RIC COMPANY for an order- ) 
authorizing,. amon~ other things, the ) 
forme, r to sell an~ convey to the latter ~ 
the pub-lic utility propa:o.e gas system. 
in the Ci~ of Cloverdale:. in accordance 
with the terms and conditions of an 

, agreement dated Deeember 2, 196~.. ..~ 

" (Gas) . ,~ 

In tbe·Y~ttcr 0= tho Applieationo£ ) 
PACIFIC CAS . .AND ELECTRIC COMPANY for ) 
:m order author-zing PGandE, .among ) 
ether. t~s (1) to coustruct the ~ 
herein described natural g~ project 
and exercise f::a%lchises relating 
thereto-, and (2) to St."Pply natural gas 
service in the cities of tr~ah and ) 
Cloverdale,. a:ld in the unincorpora'ted .) 
counties of Sonoma and Mendoeino,at· » 
filed ~d effective'rules, rates and' 
ehaxges. ~ 

(Gas) .) 

Case No.' 8491 
(F:1ledAugust 2,,1966) 

Application No • 48345. 
(Filed ~ch 25, lS66) 

Application No. 48517· 
(Filed May 31, 1966) 

F. T. Searls, Jobn C. Morrissey, John A. Sproul 
and Ross Wor~" for Pacific Gas and Electric 
CompanY:t app!J.cant and respondent. . / 

Earold A. Irish, fo= City of U'..dah,. interested 
party. . 

Colin Garrity, :for the Commission staff. 

o ? I N I O.N ... -'-.. - .... ' .... -
Pacific Gas and Electric Company (PG3ndE), a corporation,. 

'. ." 

by ;.p,acation No. 48517,. filed May~l,; 1966,. seeks . (1) a certifi-

cate of public comrenienee and necessity tOconstruet;:,. 'operate,. 

-1-



~. 8491, A. 1345~ 48517 ds 

maintain and use a natural gas pipeline in order to furnish, natural 

gas to and in ~he Cities of Ukiah and Cloverdale andtbe unincorpo

=ated areas adjaceut to the gas mains to be installed~ (2)& 

certificate to exercise franchise rights granted by Mend~o 
< 

County, a:d (3) authority to furnish and supply natural gas service 

under existing rules, rates and charges ~ 

By Resolution No. G-1322:t issued May 24:t 1966;/[: the' 
., 

Co:m:li.ssion authorized tariff schedules proposed by an Advice Letter 

filing. (No. 543-G) relating to the proposed' natural gas service. 

By Decision No. 70947, issued~. parte' in Application No,. ·,48345, on 

July 12, 1966, the Co:r:c1ss:'on, among other things~ authorized the 

rates proposed in such application for 'natural gasserviee to' ,the' 

Ci=y of Cloverdale. 'X'aese authorized rates, as a practical matter, 

can be app-lied only at such future time as natural gas is "available 

frotl the proposed extension of a gas transmission.'main'from the 

vicinity of Healdsburg to Ukich byway of Cloverdale • Each . of· 

these ~uthorizations was issued p=ior to the filing of the 

3t>plicatioll for certi.ficates and a showing as to the '. feasibility 
, . 

of the natural gas prQjec!: proposed' in Applicatio'!lNo .. 485l7~ The 

Co1llmission on its own motion,. therefore, instituted' an "inv.e-.stiga- . 

tion (Case No. 8491, August 2, 1966) into the, reason.a.bleness and 

propriety of the rates made effective by said Resolu~ion, ,and 

Decision for ~he purpose of de:ermini~ whether theysheuld be 
". 

':lodi£:'ed. The matters, thus eonsolidated, were the sul>jeet of 

?'.:Wlic hearing ·held before Examiner Emerson 'on .August· ll~ 1966, at 

'Cki3h. SOlbrdssion wis taken subject to. tbereceiptofe late-
. '. 

~ilec. exh!.bi~~ new in ha!ld, cd the matters.' are now ready for 

c"eei:;.ion. 

PGandE O~"llS and operates an extensive natural.· 'gas 

tr.:m.sm1ssion and. distribution system in northern, and central 
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California. In Sonoma County it serves. amongotber cities and' 

towns. Santa Rosa and Healdsburg and the northernmost end:'of its 

tra.nsmission main in such coUney is in tbevicin!ty. of HealdSburg. 

After reinforcing approximately nine miles of'a"pOrt:r~OQ .of.;the 

main between Santa ,Rosa and Healdsl;:n"rg, with an additional l2-inch' 
, . 

ttansmission main,PGandE proposes to extend a 12-inch main .' 

approximately 49.44 mileS. northerly to a terminUS at the plant of 

the ,Masonite Corporation at the north end' of Ukiah.. En" route. 
I . 

distr1~1on systems would be constructed in the communities of 
Lytton. Ceyserville, Mei, Hopland. and Talmage and .,existing 

distribution systems (whereby propane gas iSllOW suppl:ted)in 

the Cities of Cloverdale and Ukiah would be expanded. It is this. 

extended syste:n. for which PGandE seeks. a certificate . of, . public' 

convenience ane necess:Lty;~ 

The City of ~. operated a propane-air gas system 

within dle city for many years~ After negotia.tions with the city 

and a favorable vote of the electora.te, PGandE purchased the, 

city's system and has been operating it since February' 26, 1965-. 

~suant to Commission authorization, PGandE> since such date, 
. ' 

has been charging rates identical to those theretofore chargecf 

: by the city. As of February 1966~ this system-was' supp1y:tng: 

1~3S4custOmers in Ukiah. 

Within the City of Cloverdale·, Cloverclal.e Gas 'Company ~ 

~ public utility ~ has been serl'iDg propane gas for a ntlmber of 

years. Sale of the gas system "in Cloverdale to PGandE was 

authorized by the Comndssion on .]'u1y 12,.1966, and the' transfer 

~ll be cO:lSummated when natural gas is avai1:ablein. C1overd'ale ... 

During. 1965~ this system'served au average of. 601. custOmers~' 

-3-



, . 
'" 

. c. 8491, A.~345, 48517 . ds 

Upon completion of the nataal gas projeet~ PGandE will 

abandon ~he p:o:?ane vapor..zer plsnts at Ukiah and· Cloverdale ~ 

'Z'he es.t~t:ec1 capital costs of the proj.ect ~ excluding 

the 9 miles of mainrcinforc~t~ are as follows: 

Es~fcated Capital Costs 

Transmission Faci11t:1es 

Rights of "'J1ay 
49.44 miles of 12-inch main 
Rc~lators to distribution systems 

Distr~bu~ion Facili~i~s 

Mains: 
Lytton 
Geyserville 
Ast:i ' 
Cloverdale 
Roplanc!. 
Talmage 
U"d..:h 

Services,.. meters .a:ld regulators 
To~al estimated cost 

$ 283,700, 
2,. 6$2 ~:600::-

33,300' 
2,999;~600 

$ '·8,780 
lS~16.0: ...... . 
7;560: .' 

91,.,l38:: : 
. 12. ~I''h', 

. ,..\I~. 

1$5842··· . ~ .. 
295,230·: 
568-,.740. 
552 .. 220' 

$4, l20~.S60 

PG.cndE ::cqu.ired the City of Ukiah propane' system for 

$725:;000.. The estimated historical cost (original cost~ estimated 

wh~d·. unkno~) of S'aQ system is $542,855 and the depreciation 
.~; :--

resc::..;"'e requirement'therefo:: amounts to' $l96~36>,. t:~us leaving. 

a ne:i' depreciated l"-..!.storieal cost of $346,490 for- the acquired 

system. Certain materials and,supp!ies, amounting to $2,52S were 

~1so~cquired, tm:s. ~he ~et ~acquisit1on =ounted to $349,ois:. 

'!he ~x.:ess between the purc~ price and the net acquisiti.on,. 

or $~75, 982, ... Nill be debited to f'UIlo.""Ppropriated Earned S'..lIl>lus". 

V..oile' co:tS:t:m!nat:!'.on of the sale of the Cloverdale system is not 

complete, the purchase cost to PGandE will. approximate. $291,580 

and the depreciated historical eost is about $l.3S,660,witha 
, ~ .. " 
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resu1e1ng excess purchase price over i deprec1ated historical cost 

of $152,920, whiCh excess will be, charged to Account 114-Gas Plant 

Acquisition adjustments mld subsequently disposed of as the 

Coxmnission may approve or direct. Further, when the retirements 

of the propane-gas productionfaci11ties arc" taken into account, " 

instead of a total porcnase price of $1,016,000 becomixlg '3 part 

of PGandE t s rate base (as shown on Attacbmene <::,:, to· Advice Letter 

543-G), a net of no morc than $410,800 w1llbe 3dded to system 
" 

rate base as a result of ac~iring the two systems. 
. 1,-

"' ?GandE"s estimate of third-year'operating'results 

asS'tlIllCS that service ·.ri.ll be rendered to- 4,455 firm custo~s 

and to 14 interruptible customers. Signed appl:t:cations fram' 

prospective customers presently total 979, with":424 of them beiIlg. 

loc.;:.ted along existing mains in the City of Ukiah. Prospective 

industrial eo.stcmers" such as packing" winery~ ;'lumber and'laundry 

companies and hospitals are distributed along the length ,of the' 

project approximately as :!ollo~: ('I:hc balance areco'lXlIllercial. 

and residential. use:s.) 

Location 

Ukiah 
Tahl.age 
Cloverdale. 
Asti·. " 
C..cyscrville 
Lytton 

1 

3 

1 

Industry 
Interruptible GaS 

4 
~ 
,4 
2 
l' 

Third-year expected peak-hour firm dem.andis 257 Mcf/b:r: 

arid interruptible demand is 383 Mef/hr. The system is designed' 

~o supply 6,700 customers ultimately, with capacity provided for 

a20 percent: growth in !ntc=r\.ooptible business .. 
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Estfmated third-year results of operations (as shown in 

detail on Exhibit No.1) may be summarized as follows: 

Results of Operation - Third Year 

Item -
Operat:inst Revenues, 

General Service 
Firm Industrial 
Interruptible 

Operating. Expenses, 

Net Revenue' 

Rate Base (depree1ated) 

Rate of Return 

,Total 

Amount' 

~ " '-," > " ' 

, 1 7,204:;900.', 

, 24i:,,800., 

443040cf," , """ 
:'5.461.,' 

'!he revenue estwtes shown in the above tabulation are 

predicated on PGandE's tariff schedules G-6.2, G-40.1 and G-SO, 

and a heat content of 1,.050 btu per cubic foot. (The Commission 

takes official notice that Schedule No. 0-6.2 filed as part of 

Exhibit E in the. application as well as Schedule NO.. G-S2' 'covering. 

the existing prop.ane service to the City of Ukiah were replaced 

by therm-rate scbedules which became effective on.August,~,. 1966.) 

Schedules G-6.2 (general service) and G-40.1 (firm industrial. 

service) are "surcharge type" rates applied in special rate areas 

wherein normal rates would produce insufficient revenues to justify 

providing. gas service .. ' In such respect, they were originally 

designed. to' produce' 'systemWide average earnings from the .areas to 

. which they applied • 

. . In the last general rate proceeding for PGandE's gas ' 

depar~nt. the Commission authorized rates which would produce 

a rate of return of 6 .. 25 percent. It seems readily app.areut~ 
! . . 

.. therefore~ that ra1:e schedules :~6~2and G-40.1 will not provide 
" 

',-
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average earnings for the Bealdsburg-Ukiahprojectby the third 

year ef operations and are def1ci~t :in such respect by about 

$35~OOO in annual net rcvcnue~ If PGand E's systemwide earnings 

were to- remain at the 6~25 perccUt rate of retum, level and' ~5.2 

and G-40.1 rates were to be applied to' this project, it would 

necessarily follOW' that customers elsewher~ en the system. would ' 

!lave to' t~ en the burden of the revenue deficiency of this 

project. The alternatives are to' apply rates higher than G-6.2 

.-md G-40.1, er to' place the added b-crcen en the steckholders ef 

PGaneE. In the light of PGanciE" 3 Advice !..etterstatement:', that 

such rates "will return to' the Company :i. ,reasonable, ,reve:lUc' for 

the service provided and ..... will prevent such se::vice frOUl becoming 

a burde:l. on the Co:rpany's ether eustomer$ff~ the latter alt:erna'tive 

Under Scheeule C-6.2, propane custo::ers using more than 

336 cubic feet of g$ per month on the Cloverdale system and more 

than 1~50S cubic feet per month en the Ukish system would exper

ience reductions in their monthly gas bills. Appro~tely 521 

customers ill Cloverdale .:me. 1,172 cus.tomers in Ukiah would be sO' 

effected and in the aggregate their, s.a:vings would' an:oun'C ,'CO'about 

$97,227 en an annual basis. 

Those using lesser ~~tities of gas would find ,their 

bills inc=cased~ Based upen the latest data a.vailable> in the 

record in this p:roc:eeding:t 192 customers would h4ve,~cre.tlSed gas 

costs en an annual basiS, while 593 o'ther customers whO' would 
, , 

have ~creases in one er more months would receive reductiens en 
'C . 

an annual basis. On a s:tngl~-month basis, increases ;would be as 

much as 11.5 percent (c Ukiah user of 400,: cubic feet per, month). 

Those who would e:o:perience such an increase are the so-called 

'" 
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It must be asS'tlmed that the needs of these 

customers a:e beiDg satisfactorily met by the usage they ~eof the 

gas. No ccnvi:ncing. reason has been put forth by PGandEasto·why 

these small users' should pay increased rates for tl1e BXIlOuutof 

service they now use merely because natura.l. gas is-brought: to: the 
" . , '., ' . 

.area. If all other 1.!sers are to· receive rate reductions '(which 

'Will approximate an average reduction of 40 percent), we see n~ 

justification £0:- increasing the rates to· the small user. Itis. 

really heat w!l.ich is beitl.g purchased and, it. should· make no dif

ference to the user if that heat comes from propane or from natural 

gas; its value is the s.a:me to the small user.. In view of these

eir~tances a special rate schedule'will be required which 

eliminates increases to the miDimumuser. It is anticipated' that 

M gas us~e increases~ the ntmlber o£ such customers will d·Tmini.sh 
'. . . I 

.:md at a!l. appropriate time the CO!1Ipany may by advice f:[.ling· trans~ 
,,' 

fer the area to the same rates as apply 'to the' balance of the' 

extension. 

PGandE has 'been g::anted a gas franchise by Ordixu:nce 

No. 479 of the Board of Supervisors of Mendocino County,;, ata 
, , 

cost of $494.70. Such frmch:tse is of indeterminate, duration,. 
, 

requires a payment of 2 ,percent of the. gross 31lD.ual receipts 
. . 

ar"..sing from the use~ operation or possession of'the. francl:ise and 
, 

'to,?,a$ issucdApril 27~. 1965. 

By Ordinance No. 568- of ,theC1ty Council of the City 

. 
, /' 

of Vki.rlh, adopted February 24,. 1965, l'GandE was· granted an 

i~determ:tna:e franchise by said City. By Ord:Lnance..No~ 260'0£ ~b.e 

;;osrd of Supe:visc:-s of SonOl:lC:.Co~ty, PGandE was granted a:l 

indctermina.te fr:mc:hise, effective YL3rch 17',. 194&,. for such County. 
'. 

A gas franchise was issued to the gas utilityillCloverd:a.le· ,by 
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Ordinance No. 134 N.S. of the City Council of Cloverdale, on 

December 2', 1952 and such franchise will be transferred to- PGandE 

upon its acquiSition of the Cloverdale system. These three 

franchises are presently in effect and certificates for their 

exercise have heretofore been issued by th:ts Commission~ hence no 

action is needed herein~~th respect theret~. 

, In view of the"·evidence, the Commission makes the 

fo11~ findings: 

,1. 'pUb.li~ convenience and necessity require and will require 

that PGandE construct .and operate the natural gas. proje~t" as 

"proposed, "for the purpose of rendering public utility gas' service 

in the cities or communities of Lytton, Geyserville, Ast:L and 

Cloverdale and their environs and adjacent unincorporated areas in 

Sonoma County and. in Hopl.and:J Talmage, Ukiah and their environs 

and a~jac~t unincorporated areas in Mendocino County. 

2. Public convenience anduecessity require and will require 

that PGandE exercise the rlghts and, privileges of the f?:anchise 

granted by Ordinance No. 479 (dated April 27, 1965) of the Board 

. of Supe%Vi.sors of Mendocino ~unty. 

3. Exlsting: tariffs which pertain to the sale and'delivery 
I 

of ~tural gas' in the area certificated herein should, be modified 

as hereinafter ordered; further, it is found that any increases 

1u ra.tes or charges which may result therefrom are justified and that 

existfns rates and charges insofar as they may differ from those 

hereinafter ordered·.are for the future unjust and, unreasonable. 

4. The public interest requires that any economic burden 

which may result from the natural gas project herein certificated 

will not be placed upon users not served by the project.. In this 

respect, the Commission reaffixms i:tS position, stated: in other 
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decisions. that if it should appear in a 'rate proceeding that the 

revenue derived from this project is not ' compensatory» such revenue 

inadequacy is not to be imposed on otber gas customers. 

The certificates issued herein are subJect to- the pr~ 
vision of law that: 

The Commission shall have uo ~er t() authorize 
the capitalization of eertific:...-ees of 'pub-lie 
convenience and necessity in excess ot the amount 
(exclusive of any' tax or annual ~e) actually 
paid to the State or to a political subdivision 
thereof as the consideration for the issuance of 
such certificates of public convenience and 
necessity or rights. 

It is concluded that the application should be granted to 

the extent specified tnthe order which follows. 

IT IS ORDERED that: 

1. Certificates of public coavenience and necessity are 

hereby issued to Pacific Gas and Electric Company as follows: 

(a) To construct, ,operate. mainta1n and use the', 

natural gas pr~ject, described, :Ln Application 
" 

No. 48517. 

(b) To exercise the rights, and privileges granted 

to Pacific Gas ~d Electric Company by 
. , 

Ordinance No. ,479 of'the Board of Supervisors » 

" Mendocino County," dated April 27, 1965. 
. ' 

2., The certificates hereinabove issued will expire and be of 

no further e;fect Unless exercised, prior to December 31, 1967. 

If sud e~rti£icates are exercised~ Pacific Gas and Electric 

Company :;hall notify this Commission in writing of the' date on 

which public uti1it:y service is firs,t rendered to- the- public: 
" 
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from the aforesaid natural gas project, within five days :there

after. 

3. Pacific Gas and Electric Company is authoriZed· and 

directed to file with this Commission, on or after the effective' 

date of this order and in conformity with the provisionS of.' 

General Order No. 96-A, the schedule of. rates attached totbis. 

order as Appendix A, together with a Rate Area Map appropriate 

thereto, and on not less than five clays' notice to: the publ:Le and 
.. . " . 

to this Commission, to make said;rates and ,map effective as. of the 

dilte public utility natural gas service is first rendered within 

the City ofUld.ab.; further, co1ncidentalthereWith Pac:[f!cGas 

and Electric Company shall revise existiDgtariff: sheets for. 

rate schedule G-6.2' in such manner as will. clearly exclude ,the 

City of Ukiah therefrom and thus make sa1d schedule applicable. 

to all of the aforesaid natural gas project outside of the' city 

limits of the City of Ukiah. . .' 

The effective date of ~his order shall be ten days . afte:r 

the date hereof. 

Dated at BaD IlhrndMl 

day of ....J!!!!!!!!!!!!I0~C~T~OB~E~R~ 
, california, this,' £~ " 

", . ; 

, ,',',,' "'",~ ::.. ":/-:::~",; ',' ('V f 

~.4;;~~ ... 
'. ',,' Co ss!oners, , 

, '·c '. ,'. . .• 
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APPLICABILITY 

APPENDIX .A 

SChedule No. G-5.2l 
GENERAL· NATURAL GAS' SERVICE -

Applicable for natural' gas service to, domestic: and 
commercial cus.tomers oTlly 1 for gas used forcook:£ng, water heating. 
and all other purposes at the option of, the customer. 

TERRITORY 

Within the City of tJk1ah. 

RATES 

Commodity Charge: 

First 
Next 
Neh"t 
Next 
Next 
Next 
Over 

4 therms or less •••••••••• 
16 therms. per them ....... . 

5 therms, per them ......... . 
175 therms, per them .......... .. 
800 therms, per therm .......... . 

49,000 theJ:mS, per therm· ••••••• 
50,000 therms, per therm ...... ~. 

'. Per ,Me'ter:' 
Per Month: . " 

$ 1.20 
19.00~· 
10.73 '. 
9.49 
~.37 
S.06 
7.20 

'!he DXJmber of therms used for billing under this· schedule: 
shall be d*:term1nedby application of·a· tbermconvers~onfactor as 
set forth l.1l Rule No. 2(0).. ,"'. .... ".' '" 

.' :, 

" 

J, 


