
• 
, .... '. 

AL'J/WRI/f.s 

Decision 9l-04-042' April 2.4 ,~'1991 ,.,APR·,2 4 1991 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE ST~E,OF CALIFORNIA 

MR. JAMES R. MAYES, 

Complainant, 

vs. 

PACIFIC GAS « ELECTRIC CO., 

Defendant. 

) 
) 
) 
) 

, ) 
) 
) . 
) 
) 

·®OO~OO~~lillr.: 
Cas'e: 90':"07:';:035.,. ' 

(Filed.,J;uly6,:1990), '\h 

. , " '.' 

• . • .!~ 

------------------------) 
James R. Mayes, for,~h.iiuself and' 

34 prospective gas customers of 
defendant, complainantp, . 

Bichard F • LoCke, Attorney at'Law, . for 
. Pacific Gas and Electric Company,. " 

defendant. ' " 

OPINION .' James R. Mayes (Mayes) . in: h.i"s-.~~:behaif ,and "on :behalf of 
34 of his neighborhomeowners"inthe'Southridge' subdiV':i:s.ion of 
Auourn, seeks an order that' pacific Gas and Electric' ';co~pany (PG&E) 

provide natural gas service pursuant to the free footage allowance 

• 

. ,. 
provisions of PG&E's,Rule 15- ,- Gas Main Extensions •. 

A duly noticed public hearing 'was 'held on September 19, 
1990 before Administrative Law Judge ." (W)· orville I.~. ~r,:i:9ht in 
Auourn and the case was submitted on January ll, 1991, both parties 

(" .. having submitted a "post-hearing brie'f. 

BackgrOund 
Complainant has .. lived in a.n.~:li ~lect~ic<home 'in :'iAUburn ':. 

for approximately six years, during 'which. . time 'his he'ati~g' b~iiis" 
, t • . ., ; .. ,' . ,." /.. :.: .. : ,. I ,I'··,· '"j • .'; .J ..... , : 

have gone, J.n hl.S word.s, "up and up and up." After dJ.seussJ.ng 
energy costs with h.is ri~'ighbors 'and 'visiting the6fficesof 'PG&E,.:' 
Mayes authored the following lett'er to his Soutn~idg~' ~Ubdivision 

',:0-' I,"·· 

neighbors • 
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.. . ,' 

It TO : ' ,'SOOTHRIDGE TOWNHOUSE AND 'HOME' OWNERS' ",~, '"',, , 

.. ;.. number of residents are 'concerriedabout,the 
ever increasing cost.,.to heat our homes with 
electric1 ty' via' ~heat pumps. ' ,; ,:,' , 

"Pacific Gas & Electric Company has installed a 
natural gas pipeline up to the southwest corner 
of our sub':"division.: . A PG&E representative has 
told me that natural gas service can be 
extended to each townhouse and home: .. The' .... , , 
necessary rights of way and easements exist, to 
~~ej~. ' 

"If enough homeowners sign up for natural gas 
service the cost to each homeowner could be 
nominal or even no charge- at all~ 

"Of course the costs associatedwith'converting 
the individual: horne--must be borne ,by' the -, . 
homeowner. There are eeonomies' of' seal& that 
can be employed on a project'such as thiS, 
therefore we should be able to negotiate the 
best possible prices for furnaces and/or hot 
water heaters." ' -

"PG&E estimates savings of up to 60% on our 
heating and hot water bills •.. Ari additional 
benefi-; is the-enhanced value ,anddesirability,­
of ,our homes if they are equipped with natural gas. " .'..... , .'-." 

"Please give me a call. if y~u would.' I-ike' ~at~iai':': 
gas piped to your lot.' There-suIts wi'll '00 .~ (, 
turned over to PG&E for action. ' PG&E -estimates 

.3-4 months to complete the project provid.ed' , 
enough homeowners 'sign up for' the' service ... '. . 

Of the 47 residents atSo~thridge, 35: ~pplied'for 
defendant's natural gas service. Mayes 'est.ima~'ed tlia~-"ea~h 

, '". ~~.. . ... " ~' .......... . 
applicant would be conservatively entitled to. a free ,foot,age 
alloW:ance of 120 feet pursuant to the provision:~' ~fR~'i~: :'JS (B) ( 1) • 

This stand.~d. allowance. would equate to 4 ;200 feet ' befo~~ :ih:~r 
excess charge of $12.13 per foot would apply. "", , 

Defendant, responded to the' filed applications for' service' 
• • • • • ::, (r ,'" ... r , r~ .... -' ~ •• ": 

by informing complainant that the requested Southridge extez:,s.ion 

- 2 -

• 

• 

• 



• 

• 

• 

'," . 
C.90-07-035 ALJ/WRI/f.s 

~. .' 

," 

would require.3; 945 ,feet of. line' and .would :r::e,qu~,;e a capital cost 
of $143,467. A.sthe estimated,annu'al'revenue',from the 3S 
applicants would not support the cost,' PG&E'tookthe',position that 

• . " , I. '. .' 

the proposed extension was no,t "economically feasible" under the 
standard provisions of Rule 15 (B) ( 1)" but could only be considered 
under the exceptional case provisions of Rule 15(E)(7). The 
exceptional ease provisions, according to PG&E;' :~o~id r~quire: that 
complainants pay the entire cost of the extension~,'irrespective of 
the $12.13 per foot ,advance set forth in RulelS~, and without any 
free footage allowance whatsoever. 

Further, discussions with PG&E" bein9 fr~i tlass, ~yes 
filed this complaint that claimants be treated in the same manner 
as all others in their area and that the standard pr~visions of Gas 
Main Extension Rule IS be- applied. to them. 

". ' 

Raley-ant Provisions of Rule 15, 

"RULE'15--GAS MAIN EXTENSIONS' 

"Extension ofgas,distributionmainsriecessary to furnish 
permanent gas ser'V'ice to applicant's will be made by the Utility in 
accordance with the following provisions: 

"B. FREE EXTENSIONS TO INOIVIOUAL .APPLICANTS ,FOR PRIORITY Pl 
SERVICE- -

"1. FREE FOOTAGE ALLOWANCES , 

"Gas main extensions will be made by the. Utility,at "', 
its own expense ,provided the length 'of-main 'required. -does 
not exceed the free length,~s determined from the 
following ~llowances: 

, "a. 
, ~~ ..... , ":., "",". " 

RESIDENTIAL .USE ,,'i' 

Fo"rspace -heating equipment: . 
For the first 10,.000 Btu, 'per hr~ _. . .. _, "'~ 

input. ,capacity ....... ~ ...... ~ ....... ' .... "~, ....... ~ ~:~ ,.,.~~I •• 
Additional .per 10,000 Btu per hr. . .' " :,:' 

i"nput"eapacity ................ . ' ........... ~ .... ~ ...... ~ .• , 
For each gas rolnge customer ....•• ·~.· ....... .'. 
For each automatic s.torage type gas 
water heater customer .................•.... 
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For each gas ref:r;igerator customer .......... 10 feet 
For each gas clothes' d.ryer customer ..•... ~'~' .. 10 feet',· 
For air conditioning equipment of 10',.00,0 Btu . 
per hr. input capacity or more, 10,000 Btu 
per hour. input capacity .............• ~ .~'. ~ 20 feet 

For each swimming pool heater customer ••...• ·20 feet· 

"3. ~N EXTENSIONS BEYOND THE, FREE LENGTH 

.. a., ADVANCES ' .. ., . 
"(1) Extensions of mains beyond. the free length will 

be made by" the Utility provided applicants' for' 
such extensions ,advance to the U,tility $12.13 for 
each foot of main.in excess of the free length . 
... All extensions will-be owned, operated and 
maintained by the Utility. . .' . . 

• 

~(2) In cases where more than one applicant is to be 
served from the sameextens ion, the, .total free 
length thereof will equal th.~ sum of the 
individual allowances made to· each applicant· as 
computed in accordance with Section B.l. The 
amount to be advanced by the members of the' group • 
s,hal1 be apportioned among them in such manner as 
they shall mutually agree upon. 

"b. OPTIONS 

"(1) 

~The applicant may elect one of the following 
options: 

That·theUtility install·the extension: at::.its. 
system average cost of $12.13 per footi'Or' 

'" . . .. '- .... 

"E. SPECIAL CONDITIONS .. ,',', "".:" 
.1'."'<' 

, "" .. 

• . :., "; ',- • '~'. I ~ 

"2. PERIODIC REVIEW , "'~'.'." .... 
The Utility will review its .. known ~ and estimated cost 

of construction ,of'ma'in extensionsannually:and shall 
prepare a contemplated tariff revision 'when '. such costs 
have changed by'more than '.ten percent since the last 
revision of the charge for excess . footagea's' used in 
Section B.3 .. Contemplated r,eV'isions of' what, in the 
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.,1 .. 

Utility's judgment, are proper 'and, 'up-to-date costs, shall 
be- submitted·, to the Commissionfor,r,eyiew in proposed form 
not less than thirty days, prior to, any,contemplated: :fi~~ng 
date. 

! .', 

, " 

"7 • EXCEPTIONAL CASES . , ' ,,' , : " 
" " "In unusual circumstances, when' the application: of' 

this Rule appears impractical or unjust to either party, 
the Utility or applicant shall refer the matter:',to,: the :' 
Public Utilities Commission for special ruling or, for the 
approval of special conditions which may be mutually 
agreed upon, prior to commencing construction." 

Discuss.i2n ' ,'. 
Offering no comment or evidence to the contiary/'PG&E 

apparently concedes that the free footage allowances in the ",' 
standard provisior~ of Rule 15 would be more than enough to qualify . . "-, ~ ........ ;," " 

claimants to: the free extension of ,the length of ,3 ~ 945 feet: '" '" 
estimated as necess",ry by defendant. There are at least 32, 
furnaces, 27 water heaters, 4 ranges, and 6, dryers to: ,b~",c.o,nnecteQ.; , 
each of which carries its own free footage allotment und~r 
Rule lS(B)(l). ""." 

PG&E expl",ins, however, that it has changed its policy in 
• .,.. ~ " ,. " .- . • " I '. 

recent months or years so that. noW' free footage, allowanc,es.::'aretno't., 
given unless analysis shows that anticipated revenue from a 
proposed' line extension will be s,ufficient to support the::: ~6s':'t. of' 
the extension. Only where the generated revenue woul~ ,tot~.lly ", ' 
support the construction will PG&,E compute and'apply free,,:ioo~ge, 
allowances. This new poliCy protects the general ood.y of 
ratepayers because they will no longer be required to subsidize 
uneconomic service extensions, according to PG&E. 

At hearing, PG&E provided no specific instances where the 
new policy has been applied. At the request o,f complainant, 
defend",nt did. prep",re the following chart showing four cases within 
three miles of Southridge where PG&E approved free extensions in 
the f",ce of evident unsupported capital costs • 

-, 
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GAS RETROFIT COMPARISONS 
, -. ~ ':.,' 

Southridge :. . , 
Topics 

Length of 
extension, feet 

Capital cost of 
extensi¢n .. 

Type of:- Load: 
Residences ' 

, (~ 

(M9yes) , . Dngl:¢wQod", 

3,390 2,165 

32 

) ,',' "\.,~,":. ... 

. ,'. 

Oakview. 
1,···· .. 

103 
.. -, ' 

, . .,.,--. 

.. ( 

,',. "" ,', 
.. ' .. ' ., .. -"", ' 

• 
'Oakview 
'" 2' ','00 

495 944 

$11,599 

7 

Residential 
Contracted load: (1990] 

32 
27 

4 
6 

Apr 85 
11 

Jan 89 May 8,9 Mar as. 
Furnace 
Water,Heater 
Range 
Dryer 

Average gross rev, 
Auburn . .. $9,-600' 

. , ' 

Estimated gross 
annual . revenue -" 18, 661 

Estimated base 
annual revenue 

SupporteCl. 
capital cost' 

Unsupported 
capita'l 'cost· 

Annual eXpense 
to 'ratepayers 

11,197 

38,5·06 

104,961 

30',506 ' 

,13"1" "1 2 ., ", 
'11 ... 

3,26a 
: '\ ' ... ,;\, , .. ..,: : 

~ ; -" l '.: J ' 

"", ",' 

.. "," 

: .. \. . 

- 6 -

1 ."6,;,\;·';~:"" .:,: -

1" ., ' " 4 o .. " ,., 0 
0 .. 1 

.... ': ,"',:' , \:' 2", 

265, , 1.,42/3: ,~,. . J;; 5,25 
•• , ~ ~::.: I • ,:;;~~. " : . 

.. .- ',', ~~~ ":-. \,'., ':) ;.. " :" 

• :':' r c"'~ ' •• '"::: '~"" .. r • I ~.-:; .:.:;" 

;. ~ ..... :~ ,.,/. 



, 

• 

• 

• 

C.90-07-03S ALJ!WRI!f.s 

One of PG&E"s witnesse's','i"ts Oirecto'r<of New'Busines,s' 
Tariffs,testified that the abo';e tabfe' of: gas' ret'rofit 'projects ." 
shows that 'alf the' listed retroiitsare economically ilifeas'i:ble'" 
and, hence, none should have been approved as a free extens ion'. " 

Another of PG&E"s witnesses,' its'Service Plannlng'::-::,' 

Supervisor in Auburn, testified. d'ifferentty. 'This witness 'had 
approved the four retrofit examples in the table. He was' of the 
opinion that' only one project of the four listed w~.5' uneconomic and' 
should not have been approved aS'a free extension. The remaining 
three projects~ according to this witness, were economica'! in spite 
of the apparent annual expense to ratepayers. 'Whether the' " ., 
exceptional cases provision of Rule lS is invoked' depends'upon many 
things, according to this decisionmaker. He testified'· that: .. 

"You use all of t.hose types ofinformat10n.' How 
we might have to design the .1'ine:, where we," 
might go to tie it in as a feeder line" where 
we might get additional eustomers, what 'land is 
available. You use all kinds of j.udqments '.to·.·· 
make that economic criteria as to ... is this 
thing going to ultimately be economic or not. 
This is done in any' business decisio'n that 
anybody makes . 

.. I have to determine what is the potential,. ".­
beyond the system that you now want to install, 
and that's all that we"re trying to do. It's 
just our best judgment after 24 years of 
working in the area.~ 

Plainly, the reeited subjective- .considerationshave no·,' 
place in the application of tarif·f ,rules' which- should :be-, 
comprehensible to the utility and to . its customers, ".5::',well;. ,. Nor: ' 
is there '~y inference in Rule 15 that free footage'provisions are,'~ 

only applicable if a proposed line extension shows.", that-,its".capi:tal" 
cost will be fully supported: by projected revenues.' '., ;, ~, 

The record here presents.a case where a la:rge: majority ,-0-£ 

residents in a tract of homes applies to PG&Efor\a gas main 
extension under a tariff :rule which provides for· specific free 
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t. I, ~I.". '" .. ' 

footage allowances for given appliances. In the agg~egate, the 
; ".' .', ,r" , , 

free footage allowances exceed.~he length of line necessary to 
connect thep~oposed load to the system. , That theconne~ted ,loa,d 
will not y.ield sufficient revenue to support the cost.,of 

..... ', 

construction is nowhere mentioned in the tariff rule as a . " : ., 

consideration or controlling factor in the application of ,the rule. 
. ". ",.' , . '..' , 

Further, it is shown by, recent and specif,ic, .example ,th~t, 
others s~larly situated to complainants have been accorded g,as 
main extensions under the same terms sought by, complainants. , 

We agree with Mayes that PG&E, should .be" required to apply 
its tariff to Southridge as it was applied to the, other. 
subdivisions referred to in the testimony. 
Unslings o£ Fact 

, " 

1. Complainant and 34 other ,residents of Southridge, a . .'" 

subdivision in Auburn, applied for a gas main extension ,pursuant to 
PG&E's Rule lS(B)(l). , '. ," 

2 • Under the provis.ions of Rule 15: (B.) (1) gas main extens ions 
are made at PG&E'S expense provided ,the 'length of'main'r~quired . , , 

does not exceed the free footage allowance.'" 
3. PG&E claims it has a new policy which requires that the 

projected revenueS of a main extens,ionmust be sufficient to 
support the capital cost of themain.extension if tl'1e provisions of 
Rule lS(B)(l) are to be applied. 

4. The expected revenue from complainant's main extension is 
insufficient, to support capital cos.ts .. 

S. All other extensions, shown on· the record of'"this .. 
proceeding were approved as free extensions. even though none, of 
them shows revenues sufficient to support costs> 0'£' construction. 
Conc!usions of u,.w ' 

1. Oefendant"s claimed new policy of limiting the .. " 
application of Rule lS(B:) ( 1) to those extensions s.how'ing;'sufficient 
revenue to justify cost of construction cannot be applied unless.· 
and until it is incorporated into PG&E' s ·tariff~,. , .. ' ,., '; ;; . 

- S. -. 
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2. There is insufficient evidence that the main extension 
sought by complainant constitutes an exceptional case under 
Rule l5(E) (7). 

3. The gas main extension to southridge subdivision in 
Auburn should be constructed in accordance with the provisions of 
Rule 15 (B) (1) .. 

Q.R.J) E R 

IT IS ORDERED that: 
1. Pacific Gas and Electric Company shall build a gas main 

extension to serve SOuthridge Subdivision in Auburn in accordance 
with the free footage provisions of Rule l5(B) (1). 

2. This proceeding is closed. 
This order becomes effective 30 days from today. 
Dated April 24, 1991, at San Francisco, California. 
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President 

G. MITCHELL WILK 
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DANIEL WXn. FESSLER 
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Commissioners 


