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Decision No.' 74169 | | ‘ @%gdﬁ JFNZA!' . |

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE. OF CALIFORNIA

In the Matter of the Application of )
SAN DIEGO GAS & ELECTRIC COMPANY, a
Corpoxration, for a Certificate of
Public Convenience and Necessity
Authorizing It to Exercise Its Gas
Sranchise Rights in an Arez Located
iu the Eastern Portion ¢f the Coumty
of San Diego; and fox a Certificate
of Public Convenience zad Necessity
Authorizing the Extension of Its
Natural Gas Service to and Within 2
Such Area, Auvthorizing the Coastruc-
tion, Operation and Maintenance of
Certaln Liquefiad Natural Gas
Tacllities; and for Authorization to
Place New Gas Tariffs into Effect;
and for Authorization of Agreements
Between SAN DIEGO GAS & ELECTRIC
COMPANY and tke Borrezo Mobile Park
Company, Inc. Concerning the Con-
struction, Operation aad Maintenance
of Certaia Liquefied Natural Gas
Facilitfes.

4Application No. 49803
(Filed November 15, 1967)

Caickering & Cregory by Sherman Chickering,
C. Hayden Ames and Donala J.
]iehardson, Jr.; and Stamley Jewell;
for applicant.
Higgs, Jemnings, Fletcher and Mack by
DeWitt A. Higgs and Charles Gorder,
tor Western Liquid Gas Associlation,
H. H. Hatch, Mountain Gas Service,
Pargas, Inc., Rockgas Service Co.,
San Diego Liquid Gas & Appliance Inc.,
Suburban Gas, Vangas, Inc., 2nd
Welch's Provane Sexvice; and
Leo R. B, Zenrikson, foxr Rockgas
Service Co., iRC.; protestantes.
Robert C. Durkin, for the Coxmission
staxs,

OPINION

T wn me e et S

By this application, Sam Diego Gas &-Electric'Company seeks

-y

authority to extend natural gas service to and within the so-called

"Boxrego Axzea" in eastera San Diego County. In so doing,‘appli¢dnt
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places before us the emerging and perhaps, in time, widely useful

coacept of making natural gas service available in remote areas by
means of liquefied natural gas (LNG). |

Public hearings were held in this matter before Examiner

in on February 8, 9 and 13, 1968 at Los Angeles and the matter was
subxmitted on the last-named date.

Borrego Area is economically unreachableaby gas pipeline
from applicant's existing service area. It comprises approximately
600 square miles of undeveloped or sparsely developed territory and
represents the proposed service area set forth in Exhibit c attached

to the application.

Applicant's showing in support of the app116ation relates
primarily to its proposal to serve the Road Rurnexr Mobile Home Park}
(Road Runner) losated immediately north of Palm Canyon Road betwemn'
Di Giorglo and Boxrego Valley Roads, mear the community of Borrego
Springs. In fact, no other specific service proposals or projects-
for Borrego Area were brought forth by applicant on this record.

While we are uncertain as to the size.of the area to be
occupied by Road Rumner under present plans of development, it is-
clear that such arez does not exceed the approxlmately 275 acres of
land acquired in thzs general area by Borrego Mobile Park Company,
Inc., the developer and operator of Road Rumnex. Thus, ‘Road Runneh‘
accounts for but a m;nﬁmal part. of the overall proposed service

area in any eveat.

v

+  ALso refexzed to In this rocord 4s Roadrunner Club.
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In the absence of other specific service proposal# or

projects, applicant's request for such a large new service area
appeifs premature at this stage. We recognize, however, that a
need for large service areas may evolve as a practicable and'viablé
means of accommodating service extenmsions by meahsofiLNG-uﬁde:.any-
widespread demand in the future.

There is no question that gas service will bevneeded‘at_
Road Runner. |

'~ The protestants are Western Liquid Gas Association and

the eight distributors of liquefied petroleum gas (LPG) in San Diego'
County named in the list of appearances om page l. Théy'contend
that applicant's proposed extension of natural gas service into
Borrego Area is rot in the public interest. Their contention is
based upon the availability of LPG service. But conspicuous by its
absence in this record is an expression of uwnequivocal willingness
on the part of any one of the protestant LPG distributing comparies-
to undertake the obligarions of public utility status and‘regﬁla:ion'
by this Commission. “ | |

Protestants were fully aware ‘that plans for gas sexvice
at Road Rumner call for a piped distribution system, individually
metered services and the.rendering of this service by other than

the owner of Road Rumner. Service rendered in this mammer falls ///;f

),




A. 49803 bea

within the puIV%ew of Sections 216(b), 221 and 222 of the Pudblic ,'
Utilities Code.

Thexe is no £irm propossl for gas scxrvice by any of the w/(/

protestants which constitutes an appropriate alternative to

applicant's proposed sexrvice at Road Runner.

Section 216(b). Whenever any common carriexr, toll bridge
corporation, pipeline coxporation, gas corporation, electrical
corporation, telephone corporation, telegraph corporation,
water corporation, wharfinger, warehouseman, or heat corpora-
tion performs a service or delivers a coumodity to the public
or any portion thereof for which any coupensation or payuwent
whatsoever is received, such common carrier, toll bridge
corporation, pipeline corporxation, gas corporation, electrical
corporation, telepbone corporation, telegraph corporation,
water corporation, wharfinger, warehouseman, or heat corporation,
is a public utilicy subject to the jurisdiction, control, and
regulation of the commission and the provisions of this part.

Section 221. '"Gas plant” includes all real estate, fixtures,
and persomal property, owned, controlled, operated, or managed
in connection with ox to facilitate the production, gemerationm,
transuission, delivery, or furnishing of gas, natural or
wanufactured, for light, heat, or power.

Section 222. 'Gas corporation' includes every corporatiom oxr
person owning, controlling, operating, oxr wmanaging any gas
plant for compensation within this State, except where gas

is made or produced om and distributed by the maker or producex
through private property alone solely for his own use ox the
use of his tenants and not for sale to others.
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We must observe, however, that the participation by

LPG service could probably be provided at a lower cost

!
protestants served a useful purpose. It brought out that at present ]
o

|

!

than LNG service. While a comparison of estimated total costs of
service at Road Rumner would not be meaningful because of differences
in estimated loads and other factors, the following comparison of
certain fundamental differences in costs will serve as an indicator:
An 8¢ per gallon cost of LPG delivered into storage at
Road Runmer has a matural gas cost equivalent of 95¢ per Mcf on the
basis of BIU contents;3 for LNG delivered into storage at Road |
Runner, applicant developed an estimated average cost of 110¢ per
Mcf of natural gas. Protestants estimate that LPG storage and
vaporization plant to serve Road Runner would cost $14,300§
applicant shows an estimated cost of $41,607 for the LNG storage
and wvaporization plant installed there. These fundamental differ-
ences would have the effect of reducing the total cost of sexvice
by roughly 20 percent if translated into computations of.applicant’s
cost of service. |
Although cost of service is an import#nt considefatibn,
we do not imtead to suggest in any way that applicant’s pioneering-
type project would mecessarily be wejected if there were a firm:
proposal for regrlated LPG sexvice at Road Runner, since many other
considerations are involved., There may be a basic prefereﬁce~on
the part of many customers for natural gas service, for service
from applicant, 2 major utility with an established reputation
for reliable service, or for the coavenience of receiviﬁg both gas

ard electric service at Road Rumner from the same utility.

3 Propame - 91,300 BIU per gal.; matural gas - L1080 BIU per Cr.

-5-
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We glso see the desirability of not upsetting applicanc's
commiiment to Introduce matural gas service at'Roadeunnef,‘ |
which, as ¢ deluxe-type development,represents e‘service
‘area well suited to this initial stage in patural gas service
by means of ING. Plonzering efforte of this type appear
to hold some promise of serving thé public interest beyond the
confines of Road Rummexr, If given an opportunity to get started,
they may serve as building blocks toward a market for lower cost
cryogenic facllities manufactured expressly for stofing~and handling
small volumes of LNG, a realization of some so-called;”economies of
scale," and a widespread use of LNG as a méans of exténding_nétural
gas service to remotely-situated communities and developmén:s.

Further, where a LNG supply is used to remder natural gas
service, an eveatual change to a natural gas supplf by the conveh-
tiornal pipeline means would be convenient and readily accomplished.
In a conversion to natural gas from LPG service, gas-appliaﬁces
require adjustments under a work program coordinated with the
progzess of the conversion of precduct taking place in the—distribu-f
tion system. If house, sexvice, and distribution*piping are not
sized for natural gas, the conversion would-obviously then present
many problems and involve substantial expenditures.

Undexr the first phase development, now nearing completion,
Road Rumner will include 144 mobile home spaces, a community'center‘
or ¢lub house, and an 18-hole golf course. While present plans
also call for imcreasing the number of mobile home spaces to 300,

it appears that the construction of such additional spaces will

depend upon future demand. The mobile home spaces are to be leased

on an annual basis to occupants.
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To serve the first phase developﬁent;‘ G will be'supplied

from applicant's LNG plant in Chula Vista by tanker'truck to the
vacuum-~insulated, cryogenic storage vessel of 7,750-gallon capacity
{equivalent to 639 Mcf of natural gas) installed at Road anner;
én ambient air-type vaporizer, sizgd to deliver up to 9;000'standard
cubic feet per hour, will supply natural gas, after beingfodorized;
to the distribution system at a pressure of 30 psig. ‘ )

As to the design, comstruction, operation and maintenance
of the LNG and natural gas facilities installed at Road Runner,
applicant states that all applicable parts of General Orders Nos.
94~-A and 112~B and of NFPA Bulletin No. 59-A (Liquefied Natuxal
Gas at Utility Gas Plants) will be met. In addition, the necessary -
clearances for deliveries by the tanmker truck have been oﬁtained
from the Califormia Highway Patrol. |

The estimated cost of LNG facilities and the distribution
system is $87,729 and the estimated amual fixed charges, operating,
and maintenance costs based on the first full year of operatibns
are $25,012, These costs exclude the costs pe#taining toAfhe‘iIB
unmetered gas street lights to be installed at Road Runner. The
lights and associated facilities represenﬁ an estimated iﬁvestﬁent‘
of $27,588 and the estimated amaual fixed charges, operating, and
meintenance costs are $6,940. As set forth iz Exhibit "F" attached
to the application, applicant has developed a monthly charge of
$5.00 per lamp. These lamps provide a steady load which exceeds

by an ample margin the boiloff from the LNG storage.
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Applicant proposes to remnder service at Road Rnnner under
Schedule G-4, which applies to all areas in which applicant render§ 
vatural gas service other tham those in Rate Zomes Nos. 1, 2 and 3,
supplemented by proposed Schedule GL-1 (Exhibit "G" attached to the
application). The latter schedule sets forth a facility charge
which is applied as follows: | |
Domestic Use ¢eeea. $6.SS pet family accommodation per month.
Noa-Domestic Use .. 3.45¢ per month per cfh of conmnected load. 
The development of this facility charge is set forth in
Exhibit "D" attached to the application. In essence, the charge
is designed to recover the difference between the totai cost of
service and the revenues gemerated under Schedule G-4 and,doés $0

in relation to comnected loads.

Exhibit "E" attached to the application includes the

mastex agrcement concerning natural gas service at Road‘Runner

entered into by applicant and Borrego Mobile Park Company, Inc.
and the related main extension and service extenmsion agreements.
Two matters concerning applicant's rate proposal and the méster

agrecment will be examined further.
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To support its position on one of these matters, applicant

developed, in essence, the following summary of annual costs and

revenues for service at Road Runner:

Annual Unit Costs

Mobile Homes Other Complete
Only Use: Project:
~ Cents per Mcf - o

Central ING Plant oL
Liquefaction 16.3 16.3 16.3
Central Storage 12.2 3.9 8.6
Cost of Gas 32.6 32.6 32.6
Total Ceatral LNG Plant [ - 5Z8 - 575
Transportation 88.0 5.5, - 52.3
Remote Storage 88.0 . 23.1 9.9
Distribution System 130.1 1.9 74.7

TOTAL 367.2(2) 83.3(®) 2%dls

Annual Revenues

I fmsmende 0 Sosm daany am
evenue from Schedule GL- 1,518, 2 . ‘ -
TOTAL 20,300.13 —4,713.31  "23,003.44
Annual Sales - Mef 5,813.6 4,419.9 10,233.5
Total Revenue - Cents pexr Mcf 349.2 106.6 244.4

(a) - Represents unit cost for system
to serve mobile homes only.

(b) - Represents incremental cost of
sexving community center, utility
building, and 4 metexed gas lights.

Protestants contend that the proposed rates would result
in an average unit revenue from service to the Community Center which
would fall short of producing the average annual unit_éost of theu
central LNG plant plus transportation of LNG to Borrego so that the
park owner would be subsidized. Waile the rates should be designedi
to recover overall average unit costs, they should aléo give‘cost 
recognition to the different load characteristics of customers. The_
point in contention is, in substance, what is a reasénable rélationé
ship of average unit revenue levels for mobile home gas use, on the

one hand, and the community center use, on the otherx, whilé'recover- 

ing the total revenue requirement of approximately $2S,OO0;
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The mobile homes represent space heating, water heating
and cooking loads, and are estimated by applicant to~ha§e'an occupan-
¢y rate of about 50 percent during the period May through September,
inclusive; the commmity center's ammual load is estimated by a
applicant to be 4,225 Mcf, of which 2,720 Mef or 64‘percent .
represents an air conditioning load.

Because a difficult fact question is presented, we have
examined in principle a number of altermative methods of distrib-
uting the revenue requirement. Suéh,methods include (1) adopting
the unit revenue relationship resulting from the application of
Schedule G-4 as the pattern for distributing the total revenue
requirement, (2) distributing the portion of the total revenue
requirement, which applicant proposes to recover through the |
facility charges set forth in proposed Schedule GL-1, oa the basis
of coincident peak demands, and (3) increasing the révenue which
would be produced under Schedule G-4 by restricting the use of Its
last two rate blocks to the billing perieds ending‘in the months of
May to October, imclusive (thus, in other billing perinds, the

ccmmodity charge for quantities in excess of 3,000 cubic feet would

be $.1014 per hundred cubic feet) and reducing revenue from proposed

Schedule GL-1 by the same amount.,

We do mot consider that methods 1 and 2 above‘reﬁlect
a proper recognition cf either the installed system's capability
to sexve throughout the year in light of the vacaacy factor Qf'the‘
mobile homes oxr the large air conditioning load:of the commumity
center. Method 3 is directed towand such xecognition ‘and is
considered reasonagble fox the developmentel stege of the proposed
sexvice. As experisemce Is gaired as to gctual loadz and opcrating

resules, this matter can, of course, be reviewed.

-10-
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The other matter concerns obligations for payment of

minimum charges during the first three years in which gas service 

is rendered to the mobile homes at Road Runmner. The pertinent

provisions of the master agreement, supra, and proposed Schedule

GL-1 are:

Master Agreement

6. Company shall pay the facility charge of $6.55 per
month per family accommodation for 144 inmitially
anticipated family accommodations commencing when
Utility is ready to render service. The quantity of
144 will be reduced by one for each executed comtract
Utility has in force for gas service to a family
accommodation within the mobiie home park at the time
each monthly bill is computed. If any customer should
terminate the initial service contract within three
years after the date of that agreement, Company shall
assume and pay the minimum charges for each such
accommocation for the balance of the first three years
of that agreement, or until 2 new customer assumes the
balance of the initial comtract for that location.

Schedule GL-1

Minimum Charge: The Minimum Charge per meter per month .
shall be the Facility Charge plus the Minimum Chaf§p
designated in the applicable schedule /Schedule G-4/.

Special Comdition 1. Contract: A contract guaranteeing
the paymeat of the minimum charges for a period of three

{ears will be required for the initial service at each
ocation under this schedule.

Special Condition 2. Termination of Contract: If a
customer desires to terminate the contract prior to the
expiration of the initial term, the wmpaid balance of
minimum charges for the remainder of the contract
period shall become due and payable unless the customer
has arranged with the Utility for the assigoment of the
contract or the execution of a superseding contract for
the remainder of the period.
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Since tenants are expected to execute a one-year lease
for wobile howe space at Road Rumner, they may-want, and are entitled,
to know precisely the extent of their obligation under the three?year
contract required by Special Condition 1 of proposed Schedule GL-l.
Applicant's witness on tariff matters testified to the
effect that, 1f a customer at Road Runner deéiresvto terminate serviée
aftexr the first or second year of service, the abovefquotéd provisién
from the master agreement would be a basis for an acceptabie aséign-
ument of the comtract required by Special Condition 1; Borrego Mobile
Park, Inc.'s president corrxoborated that his cowpany would accept |
the assigowent. To confirm and assure this, the master agreement
and the contracts called for uandex proposed Schedule GL-1 shou1d bc

wodified to provide explicitly for such assignment.

Findings and Conclusions

The Commission finds that:

1. A need has been shown to exist for public utility gas

service at Road Runmner Mobile Home Park but not elsewhere in the
proposed service area set forth in Exhibit "C" at;ached to‘the
application.

- 2. DNome of the protestant LPG cowpanies has made a firm
proposal to renmder public utility gas‘setvice at Road“kunnéf with
the intention of becoming a public utility subject to the juiisdic-
tion, control and regulation of this Commission. :

3. The economics of the pxoject to provide natuxal gas sexvice
at Road Runnexr, as supported by the estimates présented'by'applicant,

are not unreasonable.
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4. Applicant has the ability to finance, install, opcrate
and maintain LNG storage and vaporization facilities and a matural
gas distribution system at Road Runner.

5. The introductory character of the use of LNG to render
natural gas service makes it advisable that applicanﬁ report
promptly to the Commission any malfunctions of the LNGifacilities
at Road Runner.

6. TFor application at Road Rumner, the last two rate blocks

in Schedule G-4 should be in effect only for the billing periods ///f

ending in the months of May through October, inclusive, as
previously discussed herein; the facility charge under proposed
Schedule GL-1 should be recomputed (in the manner set forth in
Exhibit '"D" attached to the application) to a lower level commen-
surate with the additional revenue from Schedule G-4. The rates
crd charges thus resulting under said schedules are reasonable and
will be authorized in the order which follows.

7. 1f modified to provide explicitly, as previously discussed,
for assignment of contracts required by Special Condition 1 of
proposed Schedule GL-1, the agreements and the sample contract
in Exbibits "E" and "G," respectively, attached to the applicétion' )
will not be adverse c§ the public interest. |

8. The staff recommendation that applicant be required to
maintain separate wecords covering LNG/natural gas service at
Road Rumner and to submit ammual cost studies for initial three

years of service is reasomadle.
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9. Public convenience and necessity require the construction
and operation by applicant of the natural gas system at Road Runner
and the exercise by applicant of the rights and privileges granted
by the County of San Diego by Ordinance No. 347,adopted December 9,
1929, within the area occupied by Road Rumner and in areas hereafter
to be served through extensions to its existing system made in the
ordinary course of business as contemplated by Section 1001 of the
Public Utilities Code. Existing authorizations for, and limitations
placed upon, the exercise of franchise rights granted by said
ordinance are set forth in Decision No. 23033 dated November 3, 1930
and Decision No. 42496 dated February 8, 1949, in Application '
No. 16789. |

The certificates hereinafter granted shall be subject to
the following provision of law:

The Commissien shall have no power to authorize

the capitalization 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 amoumt (exclusive of

any tax or annual charge) actually paid to the

State or to a political subdivision thereof as the

consideration for the grant of such franchise,

certificates of public convenience and necessity,

or right.

The action taken herein is for the issuance of a certi-
ficate of public convenience and mnecessity only and is not to be
considered as indicative of amounts to:be'included_in future pro=-
ceedings for the purpose of determining just and reasomable rates.

The Commission concludes that the application should be

granted to the extent set forth in the order which follows,

-14- ' o ‘
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, IT IS ORDERED that:
1. San Diego Gas & Electric Company is granted a-ceptificate

of public convenience and necessity to comstruct, operate énd.mainr
tain liquefied nacural gas facilities and a natural gas distribution
System in the area occupied by Road Runner Mobile Home Park located
immediately norcth of Palm Canyon Road between Di Giorgio.and -
Borrego Valley Roads near the community of Borrego Springs.

2. San Diego Gas & Electric Company is granted a certificate
of public convenience and necessity to exercise the franchise rights
and privileges of Ordinance No. 347 of San Diego County to»éupply'
gas in the area certificated in ordering,paragraph‘l herein and .in
areas hereafter to be served through extensions to its existing
system made in the ordinary course of business as contemplated by
Section 1001 of the Public Utilities Code; to that extent the
restrictions imposed by Decisiocn No. 23033 dated November 3, 1930°
and Decision No. 42496 dated February 8, 1949, in Application’

No. 16789, are relaxed; in all other respects, said‘decisions,shAll
remain in full force and effect. | |

3. Upon revision of the "Agreement for Natural Gas' Service '
Supplied by Liquefied Natural GaSjﬁacilitiesvto.Borrego'Mbbile,Park
Company, " Exhibit "E'" attached tdftﬁk application, in a mammer
consistent with findings Nos, 6 and 7 in the above Opinion, .

San Diego Ga# & Electric Company is authorized to carxy out-the"
terms of that agreement as so revised and the related main ex;ension
and service extension agreements, which are also in Exhibit "E'"

attached to the application.
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4.(a) San Diego Gas & Electric Company is‘authorized to file

after the effective date of this oxder its proposed Schedule
No. GL-1, Service from Liquefied Natural Gas Facilities, and
related sample contract form, revised as necessary to confdfm to
findings Nos. 6 and 7 in the above Opinion, and Schedule'NbQ‘G-4,
General Natural Gas Service, presently on file and in effect,
revised as mecessary to conform to finding No. 6 in the above
Opinion and to provide for the application of said schedule to
the area certificated herein, to be effective on ox before the
date service is first rendered to the public. Such filing shall
couply withrhe requiremeni:s of General Order No. 96-A.

(b) San Diego Gas & Electric Company shall file coincident
with the filing authorized hereinabove revised tariff sheets,
ineluding tariff service area map, as are necessary to provide
for the application of its Tariff Schedules - Gaé Service to the
3rea certificated herein. Such filing shall comply with the
‘requirements of Gemeral Order No. 96-A.

(¢) Such rate schedules and revised tariff sheets shall
become effective upon five days"nocice'to this Commission and
to the public after filing as hereinsbove provided.

5. San Diego Gas & Electric Company shall report prompt}y
to the Commission any malfunctions of the 1iquefied-natﬁ£al gas
facilities serving the area certificated herein during the first

three years of operation of said faciliries.
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6. San Diego Gas % Electrxc Company shall maintain separate
records covering nmatural gas servxce within the area cemficat:ed
herein and shall submit to the'Commlssxon annual cost studies for
such service for three years after the systgm'is first placed in

operation.

Except as granted he:gin, Application .No. 49803 is denied.

The authorizations herein granted shall expire umless
exercised within one year after the effective date of thié"order,

which shall be twenty days after the date hereof.

Dated at San F‘rangsg,g > Cal:.fornia, this A5 G
day of NAY , 1968,

_/
;&JjPresidept-

Commissioner William M. Bomett. being
necessarily absent, 41d not’ participato
in the d:.spo.,ition_ of this procegding




