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Decision No. 42Q44 

BEFORE THE PUBLIC UTILITIiS CO!~lI-.1ISSION OF THE STATE OF CALIFORNIA 

) 
In the Matter of the Application of ) 
SJUTHE;RN CJ..LIFOfu"IJIA GAS CO~iP ANY and ) 
BLYTHB GAS CO. LTD. for an order ) 
authorizing them (l~ to carry out the ) 
terms of a lease of the gas distribu- ) 
tion system in the City of Blythe and ) 
vicinity, pursu~~t to Section 5l(a} of ) 
the Public Utilities Act, and (2) to ) 
ex~end service free from limitations ) 
of bas main extension rules. ) 

Application No. 29539 

--------------------------------) 
T. J. Reynolds, L. 'r. Rice and Milford Springer 

by L. T. Rice for Southern California Gas 
Company. 

L. T. Rice for Blythe ~as Co. Ltd. 
~lalton Gateley, City Attorney of Elythe, for the 

City of Blythe-, interested party. 

o PIN ION ------ ... -.. 

Applicants request: (l) authorization, under Section 5l(a) 

of the Public Utilities Act, to carry out the terms of a lease of the 

gas distribution system of the Blythe Gas Co:. Ltd.; (2) a certificate 

of public convenience and necessity.., under Section 50(a-) of the Public 

Utilities Act, authl'>rizing the conversion of the butane piping dis;' 

tribution system in the City of Blythe and vicinity to the service of 

n-atural gas; (3) authorization to deviate from the presently :filed 

extension rule of both applicants in this territory for at least"three 

years wherever it is deemed economically feasible in the opinion of 

management. 

A public hearing was held at Blythe on August 19, 194$ be

fore Commissioner Huls and ixarniner Thompson, at which time evidence 

was received and the matters submitted. 
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In Decision No. 41$2:3, dated July 7, 194$, Application No. 

29452, Southern California Gas Company wa's authorized to purchase all 

the outstanding capital stock of Blythe Gas Co. Ltd. The latt'er 

cOr.'lpany at present distributes butane gas within the City of Blythe 

aud vicinity. 

On July 20, 1948 the Southern California Gas Company entered 

into ~n agreement with the Blythe Gas C¢. Ltd. for the lease of all the 

properties, franchises and assets used ~r useful in the furnishing of 

gas service within the lessor's service area. It is provided in this 

agreement that Southern California Cas Company will operate the dis

tribution properties in the ren~ering of gas service, make all addi-

tions and betterments, adequately maintain the facilities, and retain 

all revenues from the sale of gas. The consideration for the lease of 

said. properties is ~i500 per month, payable to the Blythe Gas Co' •. Ltd. 

by the Southern California Gas Company. The term of the agreement is 

to January 1, 1949, and from month to month thereafter until termi

nated by either party upon thirty (:30) days t written n'otice 'from one, 

to the other. 

Lvidence was presented at the hearing, in which it was 

estimated that the fixed capital investment at the end of the first 

year of natural gas operation would amount to ~ .. 182, 769. This repre

sents an inc~ease in capital investment, subsequent to conversion to 

natural gas, of :..11:3,707, of which ~74,339 is accounted. for as invest

!':lent for new consumers, : ... :31,256 being the capital investment for con

version to natural gas and ~,$,ll2 being general capital in,~estment 

required in the oper~tion of the system. It was testified by appli~ 

cants' witness that conversion of the existin~ system to natural gas 

can be accomplished within approximately three weeks following author

ization by the Comoission. 
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Southorn California Gas Company proposes to file the rates 

introduced in evidence in Exhibit. No. 2 in this proceeding_ Cons~der

able testimony was introduced' at the hea.ring to show the effect of 

the proposed rates. Revenues from the sale of' butane gas in 1947 

" .. ere :;;'51,351.. Applying the rate Schedule D-5EA (domestic and commer

cial service) of Southern Calii'ornia Gas Company, applicable in its 

Palm Sprine;s area, to the natural gas' equivalent of. the butane sales) 

~ revenue of ~2$,600 would be realized or a reduction of ~22,75l, 

:::-esulting in an average reduction per customer for· the year of approxi

mately ~40.. Since this is not a rate proceeding, ~he receipt of 

evidence relative to rates is not to be taken as binding on any future 

inquiry on the part of the Commission. 

On the basis of the evid~nce presented by applicant in this 

proceeding, it was estimated that the rate of return on the capital 

base :::-equired in r~nderino natural gas service during the first year 

ot: operation would be approximately 4.25%. 

It "';&5 testified at the hearing that Blythe Gas· Co. Ltd. 

held a franchise to distribute gas in the City of Blythe, which was 

6ra~ted by that city under Ordinance,No. 11$, dated December 7, 1936, 

o.nd i'\:.%''ther, that Blythe Gas·Co. Ltd. had been granted a franchise to 

serve g~s in the County of Riverside by Ordinance· No. 324. It \,la'S 

stated by applicant 'that these franchises were not limited ~o butane 

gas and would 'include the distribution and s~le of natural gas. 

By the Commission's Decision.No. 2944$, dated January·ll, 

1937, Application.No. 20$24, Blythe Gas,Co. Ltd. was given a certifi-

cate of public convenience and necessity to exercise tho franchise 

right granted by the City of Blythe, Ordina!'lce· No. 11$ J to distribute 

5as in that city. In Decision.No. 35595, dated July,14, 1942, 

Application.No. 24701, Blythe Gas Co. Ltd. was given a certificate of 

-3-



A-29'539 
FiS 

public convenience and necessity to supply gas within the unincorpor

ated. area adjacent to the City of Blyt~'le, County of Riverside', not 

exceeding a distance of twenty miles from said city·. At that- time all 

facilities out-side of Blythe were located. on private property'. 

By the terms of the lease a~reement Southern California Gas 

Co:!pany obtained the use of the i'ranchiseand certificate rights held' 

by the Blythe Gas Co. Ltd. 

Southern California Gas Company requests authority to 

1e7iate from its filed extension Rule and Regulation No. 20 when pro

viding natural sas service in the service area of Blythe Gas Co. Ltd. 

'~estimony concerning this matter was presented and indicated that, 

due to the fact that this is a new natural gas service in the area 

anc that certain of the frinse portions are sparsely s€,ttled, it would 

not be practicable to comply with Rule No. 20. The testimony further 

indicated that deviation from Rule :JO. 20 would provide a more 

economical installation of mains in most instances.. A survey made by 

applicant of the potential new business showed a sufficient number of 

customers would probably be acded by the end of the first three years 

to provic.e the allowances normally required under Rule No.- 20. 

Ap~licants request in their application that the Order in 

this proceedinG be m:lc.e effective upon the date hereof.' From the 

evidence presented at the he8ring, Southern California Gas Company has 

accomplished much of the prep~rat~ry work prior to the actual con

version to natural gasr A desire was also eA~ressed by applicant to 

convert to natural gas before orderinG additional supplies of butane • 

.since no opposition was manifested at the hearins to appli

cants' application, and since the introduction of natural gas will 

re,sult in savings to the consumer, the requests will be granted.' 
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U~on t~is record and after consideration of all the evidence 

presented herein, we are of the opinion and hereby find that Southern 

California Gas Com~any is in a position to establish and operate the 

proposed natural gas service, an~ th&t the proposed deviation from 

Rul~ and Regulation No. 20 is desir~ble and in the public interest. 

The action taken herein shall not be construed to be a 

i'indin~ of the value of the public utility property herein authorized 

to be transferred pursuant to saie. lease nor a finding of the reason

ableness of the consideration to be paid by applicant, Southern 

California Gas Company, for the lease of said property for purposes of 

.ate fixing or issuance of securities. 

ORDER' .... _----
Application as above entitled having been filed, a public 

h~aring having been held th~rcon, the matter having been submitted, 

the Commission being fully advised in the premises and hereby finding 

that public convenience and necessity so require, and that the public 

interest will be served, 

IT IS HEREBY OR.DEt:E.;D: 

,1. That Southern California Gas Company and Blythe 
Gas Co. Ltd. be and they are h~reby authorized to 
carry out the terms of 'chI::! lease agreement da.ted 
July 20) 194$, and attached as Exhibit l'AIl to the 
application. 

2. Tha.t a ,certificate of public convenience and 
necessity be and it is hereby granted to Southern 
California Cas Company to convert the distribution 
system of the Blythe Cas Co. Ltd. to the service 
of natural gas. 

J. That authority is here:by granted to Southern 
California vas Compcny to deviate from its Rule 
and Regulation No. 20, '~as Main Extensions, for a 
period of three (;) years from the effective date 
of this Order) in the providing of service under 
the terms of this Ord~r. 
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rhe effeetivo date of this Order shall be the~8ta her~ 

Dated at San FranCiSco, Ca11£orn~a, this o</~ day Of~. 
, 

194$. 

., 
"' .. .....:,' 

· .. i ~'W 
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