Deecision No. 52862
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BEFORE THE PUBLIC UTILITIES COMMISSION CF THE STATE OF CALIFORNIA

In the Matter'of the Anpllcation
of SOQUTHWEST GAS CORPORATION, LTD.,
for an COrder Increasing Rates

Derthick, Cusack & Canahl, by Jxlliam J. Cusack
for applzcant.

QPINION

Southwest (as Corporatior, Ltd., a California corporation,
owns and operates a liquefied petroleum zas system, serving domestic
and commercial customers in and about the city of Barstow and the
unincorporated community of Vietorville, San,Bérnardino Coﬁnty;'
California, and filed‘the above-entitled application oﬁ December L,
1948, secking authority to establish an increased schedule of rates.

A putlic hearing was held before Sxaminer Varner, in BarStow,
on April 7, 1949. |

| Applicant engages in both utility and non-utility operations.
These operations consist of the distribution of a pfopane-butané gas,
hereinafter referred to as butane, to approximately 1,146 utility
customers through mains, on the one hand, and to approximatély 726
metered tank, bottled zas, and vaborization.plantfnon-ﬁtility‘customera
on the other hand. The application for 1ncreased rates, herein,'
anplies only to the utility operations of the applmcant.

The utility-classified butane gas distribution system in-
cludes two identical zas plants, one each in Bafstow 1nd in Vietorville,

consisting of an original 1nst“llatlon which includes two L, OOO-wallon ,
| tanks capable of a maximum presoure of 150 pounds per squa}o inch, a |
water heater, a gas vaporizer, plplng and controls, plus a L,BOO-gaka‘
tank installed in 1937, aﬁd an 11,000-gallon propane tank inétalled in
1946. The combined storage capacity of the two plants is now 46,600

galions.
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The non-utility butane gas plant includes tanks owmed by the
applicant serving the piping systems within the government reservation
at the Vietorville Airport and at Camp irwin about 30 miles from
Barstow; thé distribution piping systems being owned by thé federcl
govérnment. Applicant 2lso sells bottled gas to individual customers
on a non-utility basis. |

In order to cualify itself for the wholesale rates offered
by General Petroleum Corporation, from whoﬁ it purchases liquefied
petroleum zas in bulk, applicant owns and operates Southwest Butane
Company which was organized in 1942 and which operates at no profit,
but acts as an incorporated purchasing agent for the applicént. This
intermediary‘company owns tank delivery trucksffor‘bdttled Zas service,
but salaries of the truck drivers are paid by the'applicant. In the
Commission staff estimate, which appears elsewhere in,this opinion, a
portion, only, of these salaries, however, have been allocated to -
utility operations. |

Applicant's present rates are filed in five SQhedu;es, three
for general service, primarily domestic, and two for cpﬁmercial serv-
ice. They range from the general service rate of a miniﬁum charge of
$1 per meter per month, including ten pounds of gas or less, with the
next 90 pounds at five cents per(poﬁnd per month, and all over 500
pounds per meter per month at three cents per pound, to theglargé com-
mercial rate which includes 2 minimum charge of 527.50 per meter per
month for 1,000 pounds of gas and'allvovér 2,000 pounds per meter per
month at two cents per pound. The present generalvdomeétic and com-
mercial rate became effective June 30, 1934; the present combination
rate, and small and large commercial rates became effective April 27,
194L0. The domestic heat rate becane uffectlve October 1 19L8.

The simollfled rate schedule proposed in the app’;catlon,
and as amended at the hearing, provides for a minimum charge under
Rate "A" of $1.50 per meter per month for the first tén‘pounds or

less, with the next 40 pounds at five cents per pound, and all over
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l,600‘pounds at three cents per pound; and under Rate "B" for a mini-

" mum charge of $4.50 for the first 90 pounds or less, with the next ten’
pounds at 3.5 cents per pound, up to 500 pounds at three cents per
pound, and all over 1,600 pounds at 2.6 cents per pound. |

The proposed rates, as amended at the nearing, provide for
the classification under Rate "A"™ or Rate "B,™ according to use of
combinations of cooking, water heating, refrigeration, space heating,
or gas use in other appliances, which are approximately équivalént To
any three combined uses.
| An esczlator clause was included in the Proposed Scﬁedule
No. 1 attached to the apnlication. This tariff proposal was amended
at the hearing by eliminating theveséalator clause pfovisions1 How-
ever such a clause provides for automatic adjustment'bf liouefied
petroleum gas rates for fluctuations in costs of aimajof expense item
that will result in revenues in balance with costs in the event of
fluctuations in the cost of gas. The rate schedule provided hqrein
will contain an escalator clause of the type initially-prbposed‘by the
applicant. | -

No evidence was adduced at the hearine by the applicant show-
ing the segregation of utility and non-utility expenses and fixed
capital. Revenues, however, were so segregated.

Mr. E. L. Gates, a Commission staff ehgineer, introduced a
report of the utility operations for the year 1948, and for the
edtimated year 1949. In each case, over-all company expenses were
allocated to utility overations where direet charges were not ascer-
tainable. The following is a summary of earnings as shown in Mr. Gates'

Exhibit No. li:
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SUMMARY OF

YEAR 1048 AND SSTIMAT

SOUTHWEST GAS CORP.
F ZARNINGS -

UTILITY ONLY)

n FOR 19L9

Qoerating Revonues

Operating Expenses
Production
Distribution :
Cust. Actg. & Coll.
Sales Promotion
Admin. & General
Uncollectible Bills

- Subtotal

Taxes
Depreciation

Total Operating Exp.

Net Revenuce

Rate Base

9.8
6% S.F.
$115,L75

62,436
19,8L7
7, ,031
6 655

9,697 -

1,163

19L9 Estimated

Present

Rates
Str.line

QDggtec.

86,000
21,050

77050

6,000
10 300
1.200

Present
Rates -

6b 3.7,
%130,6060

86,000
121,050
7, ;050

6 000 -

lO 300
14290

Proposed
Rates
6% S.F.

$143,303

26,000
21,050
7,050

- 6,000

10,300

1,200

$1.06,829

L,121
2,900

$131,600

1,852
L.6L0

131,600
1,852

3113,850

1,626
$152,700

3138,092
-..HHS

(2432

3115,600

$136,622

T3

164,600

3,170

£131,600
4,956

3,170

$139}726 ,

3,51

$164,600

Rate of Returm 1.06% (& L5)% (3263)% 2.17%

\(Rgd Figgre)‘

In explaining his report, Mr. Gates testified that -the

average price of butane to ﬁhe applicant has increased froh aporoxi-
mately 7.56 cents per gallon to £.8 cents per gallon, delivered to
the company's tanks, since December, l9h8. In this connection,‘
applicant's witness testified that the cost had inecreased from three
cents per gallon in October, 1945, to 7.8 cents per aallon in
December; 1948, and that one gallon of butane contains anproximately
L.5 pounds of liquefied petrolewn gas.

The evidence shows that the use of the 5%'sihking fund
would increase depreciotion expense by 3152 annually.

For its over-all operations, utility and non-utility,
Mr. H. G. Laub, president of applicant company, testified that a fore-

cast of revenue for the year 1949 from all sources at the proposed
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rates would produce approximately =277,000; that expenses including
straight line depreciation, and before income taxes, would be approxi-
mately $269,000; leaving a net income, before income taxes, of
approximately $8,000. is, applied against 2 straight line &eprecia-
ted rate base of aperoximately $150,000 wbﬁld provide a rate of :éthrn,
after income taxes, of 4.03%, for the estimated year 1949, for the |
company as a whole.

Mr. Lauwb further testified that applicant had not proposed
rates which would yield a maximun return because of the competitiVe :
nature of non-utility bottled gas servicc‘availabléithrougﬁout the
area. He also indicsted that the proposed rate level was influenced
by the possibility of obtaining natural gas from-PaEific Gésgand
Electric Company upon completion‘of its 36-inch7trans$issidn line from
the California border near Topock to the San Francisco. Bay area. an-
struction of this line may be‘comp;eted within“the next ﬁwo or threc.
years, and natural gas service might become available to the applicant
thereupon.

It is concluded that the rates proposed by the applicant will
not yield an excessive return and that the applicanﬁ is entitled to
certain relief. However, the record shows that in order to estéblish
Rates "A" and "B," considerable policing of appliances would be in-
volved. Our order herein will, therefore, authorize a new schedule of

rates. This schedule of rates will, to the same degree as the rates’

proposed by the applicant, increase revenues approximately $28,0C0

annually.

Southwest Gas Corporation, Ltd., a corporation, having
applied to the Commission for an order authorizing‘incré&se in lique~
fied petroleun gas rates and charges, a public hearing having been held,

and the matter having been submitted for decisioen,
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IT IS HEREBY FOUND AS A FACT that the increase in rates
authorized herein is justified; thercfore,

IT -IS HEREBY ORDERED that applicant is authorized to file in
guadruplicate with this Comm;ssion after the effectivg date of this
order, in conxformity with this Commission's General'Order No. 96, the
schedule of ratos shown in Exhibit A attached hercto, and, afier‘nof‘
less than five (5) da&s' notice to the Cormission andrﬁo the public,
to make said rates offective by billing periods fér service‘rehdered

on and after May 31, 1949.

The effective date of this order shall be.twenty'(zo)’days

from and after the datec hereof.
Dated at San Francisce, California, this _/2 % day of

WV‘J , 1949.




Schedule No, )

GENERAL SERVICE

AFPLICABTLITY

This rate shall be applicable to domestic and comrercial service for liehting,
coolddng, refrigeration, water heating, space heating, including restaurants, hotels,.
business buildings of all kinds, and other establishments wherein gas as a fuel is.
used, - subject to the conditions mentioned herein. ‘

TLRRITCRY

Within the incorporated limits of Barstow, in the community of Victorville,
and adjacent territory in San Berrardine County.

RATES: . : Per Meter Per North
A Base Effective
Bates = _Rates

Fil'st 10 pounds O't" leSS .« o' w . " . ' . . e . . KRR 1] -sloso 61'50
Next 90 pounds, per pouad .. : e eie e e s 5.0¢ 5.0¢
Over 1CO pountis, per pound .. . . .. .. U o 3.0¢

First 90 pounis or less... .. . .o oBL.50 $4.50
Next 10 pounds, per pound.. . .. . . Cee,es 3a5¢ 3.5¢
Next * 500 pounds, per pound. .. .. Cee e 3.0¢ 3.0¢
Next 1000 pounds, per pourc.. ... e e 2.8¢ 2.8¢
Over 1600 pounds, per pound.. .. .. .. 2.6 2.6¢

The above effective rates arc based on the followingz i‘uql«;clause,and\ an
average cost of liguefied petroleun gas of 2.1¢ per pound delivered to Barstow
and Victorville: ‘

Minimuen Charee:

The minimum charge under Rate A chall be 71.50 neter per month.
Tre miniman charge under Rate B shall be 34.50 per meter per month.

SPECTAL CONDITIONS:

1. Rate A shall apply to all consumers exeept thosc who qualify for Rate B.

2. ftate B shall apply to all consumers who upon application to the Southwest
Gas Corporation will agree to use gas service conmtinuously throughout the year.,
Provided, however, that a consumer who has cualified under Hate B and who shall ree
quest discontimuance of gas service during a scrvice year of 12 consecutive months
shall not thereafter qualify uncer Rate B at the same service address within a
12-month period following the date of the request for discont invance unless such
consumer pays the month-minimwz requircd under Rate B for each month that service
was discontinued. .

(Continued)

EXHIBIT A
Page 1 of 2




Scredule No, 1

GENERAL SERVICE .
(Continued)

SPECIAL COMDITIGHS: (Continued)

3. For gas uvsed in exeess of ton pounds per month under Rate A and in
oxeeas of 90 pounds por month under Rate B, the rates in effect at any time
vary with the average ¢ost of ligueficd metroleum gas delivered to the plants
generating gas scrved under this schedule and shall be determined from the
above base rates bty adding to or dedueting therefrom, respectively 0.1¢ per
pound for cach O.1¢ per pound that such cost of liquefied petroleum gas is
above or below 2.14 per pound computed on the basis of 4.5 pounds per gallon
and to the nearest 0.0l¢ per pound, '

When a change in cost of liquefied petroleum gas occurs, the company shall

subimdt to the Fublic Utilities Commission of the State of California, within

a period of fifteen (15) cays, an Advice Letter and appropriate tariff sched-
ules setting forth the new effective rates and accompanied by an affidavit of
such change in the cost of licquefied petroleumz gas. The new ratcs shall be
effective begiming with the bill based on the first reqular montily meter
reading, for billing purposcs, which iz taken on and after the thirtieth (30)
day following such change in the cost of liguefied petroleum zas., D

SXHIBIT A
Page 2 of 2




