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Decision No. 2:1880 

BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

In the Matter of the App1icati~n of ) 
KENWOOD GAS CORPORATION and PACIFIC GAS < 
AND ELECTRIC COMPANY for an order authoriz­
ing, among other things, the former to 
sell ~~d convey to the latter the Public 
Utility propane gas system in the 
unincorporated town of Kenwood, in 
accordance with the terms and conditions 
of an agreement dated August 1, 1966 

(Gas) 

o PIN ION -------

Application No. 48873 
(Filed October 17, 1966) 

Kenwood Gas Cnrp~ration, a California corporati~n, and 

Pacific Gas and Electric Company, a Ca1ir~rn1a c~rp~ration, seek an 

order or orders of the Commission authorizing~ ~on~ other 

things, Kenwood Corporation t~ sell and Pacific Gas and Electric 

Company to purchase certain public utility propane facilities and 

business in the unincorporated town of Kenwo~d, in the County of 

Sonoma, Calif~rnia, in acc~rdance with the terms and conditions of an 

agreement entered into by app1ic&1ts under date of August 1, 1966. 

Kenwood Cor,oration now is, and f~r a number of years past 

has been, the ~wner and in possession of certain propane vapor gas 

properties and business located in the unincorp~rated town of Kenwood, 

which is approximately 11 miles southeast of Santa Rosa on State 

Highway 12 in the County ~f Sonoma. 

Pacific Gas and Electric Company proposes to purchase the 

property and business of the Kenwood Gas Corporation and extend natunU 

gas service to the town of Kenwood. Under the terms of the agreement 

dated August 1, 1966, Kenwo~d Corporati~n agrees to sell and PG&E 

agrees to purchase for $19,000 the following facilities: 63 services 

to customers;J 5,171 feet of 2-inch main, 3,805 feet of 3/4-inch 

service (Kenwood will re~ain title to all meters and regulators) 
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and all of Kenwood Corporation's franchises, permits, l1censes, 

contracts, easements, r1ghts-of-way and certificate of public 

convenience and necessity that relate to said facilities to the extent 

used or useful in connection therewith. 

Under the terms of the agreement, the actual cost of 

additions and betterments less retirements of the facilities involved 

and made by Kenwood Corporation subsequent to September 22, 1965,and 

prior to the conveyance of the facilities involved,will be subject to 

settlement after the tr~~sfer is consummated. PG&E proposes to pay 

Kenwood Corporation for the actual cost of such propane gas as 1s on 

hand 1ncluding the amount of gas in system lines at the time of 

conveyance. 

All customer depOSits and refundable advances for extensions 

together with any accrued interest thereon relating to said system 

held by Kenwood Corporation at the tL~e of convey~~ce shall be paid 

by Kenwood Corporation w1thin 30 days thereof. PG&E shall thereupori 

and thereafter assume Kenwood Corporation's obligations of settlement 

of such depOSits and adv~~ces, provided that the obligations so 

assumed by PG&E shall be limited to those es~ab11shed by t~e record. 

Upon authorlzati~n of the Co~~1ss1on to carry out the 

terms of the aforementioned agreement, PG&E proposes to extend, in 

the ordinary course of business, natural gas serv1ce apprOximately 

21 miles from its existing system in the vicinity of the Los Gu1licos 

School in the County of Sonoma southeasterly t~ and in the town of 

Kenwood. 

PG&E'possesses a,certificate of'public convenience and 

necessity issued to it by the Commission in DeCision No. 42440, dated 

January 25, 1949 to exercise the general county franchise granted by 

Ordinance No. 268 by the County of Sonoma. Upon the acquiSition of 

the Kenwood Corporation system, PG&E proposes to exercise the right, 

privilege and franchise granted by Ordinance No. 268 in said area. 
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Since the present customers of Kenwood Gas Corporation are 

being served with propane vapor with a heat content of about 2~500 btu 

per cubic foot, the conversion to natural gas will require adjustments 

of gac appliances. PG&E proposes to make these adjustments at an 

estimated cost of $15 per customer, and to charge this cost to the 

first year's operating expenses. 

PG&E proposes to make applicable the following natural gas 

rates in the area 1nvolved. 

Schedule No. 
G-6.3 
G-40.l 
G-50 
G-53 

General Natural Gas Service 
Firm Industrial Natural Gas Service 
Interruptible Natural Gas Service 
Interruptible Natural Gas Serv1ce 

It also proposes to make effective its presently filed and effective 

rules governing the furnishing of natural gas service. 

The application states that the convers1on of the area 

from propane to natural gas service for the year ending July, 1966, 

would have resulted in net reductions aggregatL~g $1,894 for 62 

customers, and three would have received L~creases totaling $20.80. 

Of these three customers, one is the Kenwood Gas Corporation, one 

commenced service in May, 1966, and 1s expected to rece1ve a decrease 

because of higher use during the heating season, and the rema~~1ng 

account is apparently a part-time occupancy. 

Estimated third-year results of operations, as shown in 

Exhibit D of the application may be summarized as follows: 

Results of Operation - Third Year 
Item Amount 

operatinf Revenues 
Domest c 
Commercial 

Total 
Operating Expenses 
Net Revenue 
Rate Base-Depreciated 
Rate of Return 

$ 32,100 
1.400 

33,500 
25,200 
8,300 

133,600 
5.39% 

The above is predicated on the assumption that the domestic customers 

will increase to 230 and the cQmmercial customers to 10. 
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In the last general rate proceeding for PG&E's gas depart­

ment, the Ccmmission authorized rates which would produce a rate of 

rp.tu=n of 6.25%. The proposed rate will provide PG&E with a lesser 

rate of return in the early years of development. When the results 

of op~ration show improvement, the higher than average rates 

requested for application to this area are subject to review. It is 

expected that the surcharge rates G-6.3 and G-40.l being authorizee 

herein, ~ll be lowered when the results of operation for this 

extension attain a rate of retu.~ comcensurate with the system 

average. 

After consideration the Comoission finds that the proposed 

transfer would not be adverse to the public interest and that the 

proposed increases in rates ere justified. A public hearing is not 

necessary. The Commission concludes that the application should be 

grantee. 

The action taken herein shall not be construed to be a 

finding of value of the property herein authorized to be transferr2d. 

The certificates herein transfe:red shall be subject to 

t~e following provisions of law: 

1. The CommisGion shall have no power to authorize the cap­

italization of the franchise involved herein or these certificates 

of public convenience and necessity, or the right to own, operate 

or enjoy such franchise or certificates of public convenience and 

necessity in excess of the amount (exclusive of any tcx or annual 

charge) actually paid to the State or to a political subdivision 

thereof as the consideration for the issuance of such franchise, 

c~rtificates of public convenience and necessity or right. 

2. The franchise involved herein shall never be given ~~y 

value before any court or other public authority in any proceeding 
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of any character in excess of the cost to tbe grantee of the 

necessary publication and any other sum paid by it to the m~jpali~ 

therefor at the time of the acquisition thereof. 

ORDER ------
IT IS ORDERED that: 

1. Kenwood Gas Corporation is authorized to sell and convey 

to Pacific Gas and Electric Company and the latter is authorized 

to purchase from the former, the propane gas facilities and 

business herein described, :in ~ccordancc with the terms and conci itions v­

of an agreement entered into by applicants under date of August 1, 

1966. 

2. Upon such transfer and conveyance K~nwood Gas Corporae1on 

is granted all necessary permission and authority to cease furn­

ishing and supplying service as a public utility and shall thereupon 

be relieved of the duties and functions of a public utility 

corporation. 

3. Within thirty days after the cons~tion of transfer 

herein a~thorized, Pacific Gas and Electric Company shall notify 

the COmmission, in writing, of the fact and within said period shall 

file with the Commission a true copy of any bill of sale or other 

instrument of transfer which may' be executed to effect said transfer. 

4. Kenwood Gas Corporation shall, within thirty days after 

the :onsummation of the sale and transfer, furnish the Commission 

the total costs of any additions, and betterments to and retirements 

from the facilities involved made by Kenwood GaH Corporation 

beeween September 22, 1965 and the date of transfer of the 

facilities to Pacific Gas and Electric Company. 
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5. Pacific Gas and Electric Company shall aCCQun~ for the 

acquisition of the propc=ty described ~n this application in 

accordanc~ with the provisions of the uniform system of accounts 

applicable for Class P. gas corporations. 

6. 'Vlithin six m.onths after the ,:onsummation of the transfer 

herein authorized, Ke~~ood Gas Corporation and Pacific Gas and 

Electric Company shall file with the Commission a copy of each 

journal entry used to record the tran~fer on their books of account. 

7. Pacific Gas ~d Electric Comp~~y, upon acquiring the 

properties an~ business of Kcn~ood Gas Corporation, is authorized 

to withdraw and c~ncel th~ tariff schedules and =ates of the latter 

insof~r as they r~late to the propane gas service in the town of 

Kenwood, and is directed to file with this Co~ssion, on or after 

the effeC'i:ive d~te of this order and in conformity with the provisions 

of General Ord2r No. 96-A the schedule of rates listed in 

Exhibit B of Application No. 48873, together ~_th a rate area 

mop appropriate thereto, and on not leGS than five days' notice 

to the public ar.d to this Commission to make such rates and 

map effec:ive as of the date public utility natural gas service 

is first rendered in the tow~ of Ken~~od, and to apply its 

presently filed rules to this area. 

8. On or before the end of the third month after the 

oonsummation of the transfer as herein ~uthorized, Pacifio Gas 

and Eleotric Company shall Cause to be filed with the Commission, 

in such form as the Commission may prescribe, an annual report, 
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or reports, related to the operation of the seller's I<enwood 

system for the period commencing with the first day of the current 

year to and including the effective date of the transfer. 

The effective date of this order shall be ten days after 

the date hereof. 

Dated a.t __ s_!)._n_Frn._n_Cl.!_·M_o~_ ...... California, this :;...tIlt! day of 
JANUARY ----------------------, 

COmmissioners 

CO=itJS!O'1l0~ SYMONS, JR. . . ............. . 
::0 ... l':3.rtie.1'Pate lrr t·········_······· .. ··· did 
tb1~ ';roeo~d.!:cg. hQ di,~git101l 0: 


