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Dec1sion No.53752 

..BEFORE TEE PUBLIC UTILITIES COMl'iISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Ap~11c8t10n of ) 
SOUTHVJEST GAS COBPORil.TION, for a ) 
certificate of public convenience and' ) 
necessity under Article I of Chapter V ) 
of the Public Utili ties Code to . ) 
construct, operate and maintain a ) 
natural gas d1stribution system and to ) 
exercise ~ll permits, easements and ) 
franchises which majr be used or useful ) 
in connection witl) a natural gas ) 
distr1bution system in the vicinity ) 
of Lucerne Volley, County of ) 
San Bernardino. ) 
-------------------------------) 

Applic3tion No. 37760 
(Amended) 

vI. rei. taub 811d C. H. McCrea for applicant. 
J. C. lYiorrisfs.e~ for Po c1f1c Gas and Electric Company; 

J.J. Deuel and Bert Buzzini for California Farm Bure3u 
Federation; Joseph T. Enright and Norman Bl11,ott of 
Enright & Elliott, and \v'aldo ~. Gillette for Nonolith 
Cement Compony; O'Melveny <:c Myors by 1.. M. 1.tJ1"ight 
for Riverside Cement Company; IN. H. B;;Iiley. Jr. and 
Arthur Dr BRldwin for Californ1D Electric Power 
Company; VJm. A.r Betterley for Big Bear Lake Gas Company, 
Inc., interested parties. 

William vI. Eyers for the Commission staff. 

OPINION -------

ABplic~ntfs Request 

Southwest Gas Cor!,ore:tion, (hereinafter sometimes re'ferred 

to as Southwest or applicant) a California corporation, engaged as 

a p'lJbl:1,c 'I),tili ty in the sole and distribution of gas in San Bernardino 

County, California, filed the above-entitled ap~lication Febru~ry 16, 

195'6, and filed an aL1endmel"lt thereto on June 22, 195'6, seeking a 

certificate of public convenience and necessity for the folloWing 

purposes: 

(1) To authorize new construction to serve the community 

of. Lucerne valley which is located 1n Township lot- North, 

Range 1 West, S.B.B. & M. 
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(2) To exercise franchise rights gr~nted b~r Ordinance No. ;05 

of the County of San Bern~rd1no and to extend its gas lines 

through and provide service to residents in the tollo"'ing 

townships: 

Township '5 north, Range 2 West 
To~~sh1p 4 North, Range 1 E~st 
To~~ship 4 North, Range 1 West 
Township 4 North, Range 2 West 
Township 4 North, R$nge 3 West, 
S.B.B. & M. 

A map of th~s proposed additional service area is included as Exhibit 

A to the application. 

~bl1c Hearing 

After due notice, three days of public hearing on Harch 29, 

June 13 and July 18, 195'6, were held on tl.:is a~,p11cation before 

Commissioner Ray E. Untereiner £!nd Examiner M. \'l. Ed,.,ards. The first 

day of he~r:lng was held in Vic't~orville ~nd the second and third days 

,,,ere held in Los Ange les • 

The first day of hearing preceded the heDr1ng on Applica­

tion No. 37635 of the Pacific Gas and Electric Company which was 

concerned with an extension or service to the Cushenbury cement plant 

located some eight miles southeast of the town of' L\.1cerne Vt!J.lley. 

The route of the extension line passes some two miles east of Lucerne 

Valley and Pacific sought authority to serve an area some. ten to 

cleven ~iles either Side of the line. Thus, two e~s utiliti~s were 

seeking to serve Lucerne Valley. This was c pr01imin~ry day for the ~~_ 
pit t'J ;(f';o"'l C'(J"''''';.r.J;fN()K~ A.I.)~<:f! ptA/itt' 

~pplicant and it sought and obtained the ~mm1 t;d on ,,,_ pt:ord.~~~old ~ 

final deciSion on the request of PacifiC \.mtil it had time to pre~3re 

and present its case. 

At the second day of hearing the applicant presented ten 

exhibits through two witnesses in support of its request to Serve 

the town of Lucerne Valley. It ceme to E\l~ understanding i.,i th Pacific 

as to an economical method of obtalnlng a sup~ly of gas for t.h.e area 

and thoreafter Pacific offered no objection to the anplicant's 
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proposal. At this hearing it sought permission to amend its opplic~­

tion to incl't.lde Township 4 l~orth, Range 1 Esst and Township 4 ~Torth, 

Ronge 3 '1es'l: in its service area. However, inasmuch as proper public 

not1ce of its desir.o to expand its original request had not been 

given, it i'ias necessary to scheciule a third day or hearing in case 

any parties desired to oppose the request. 

At the third day of he~ring no p~rties offared any objection 

to the amendment to the application and the t 10 tter ,.,ras zubmi tted for 

Co~ission decision. This henring preceded he~rine on App11c~tionz 

Nos. 381?O and 38171 by Pacific Gas and Electric Company to serve 

interrupt:i.ble eas to two cement m:tD.s in aO''llicant' s Victorville 

service territory. 

Sot,!'ce o:~ Ga s Supply 

Applicant now purchases all of its gas from Pacific G~s ~nd 

Electric COGpany for its Victorville service orea and transmits the 

::aJ'~e into the City of Victorville by means of a 4-1nch line. Applicont!3 

load is gro",ing and it n0eds additional g~s ond pressure reinforce­

ment in Victorville. Pursu~nt to 0 stipulation entered into at th0 

hearing on Applications No. 38170 and 38l71, an 3dditional supply 0: 
gas of' 5'00,000 cubic f'ect per hour \,,111 bo mode a~Ti:l1lablc from the 

line Which Pacific ,.,rill build to serve tl1e two cement plants llear 

Victorville. 

Applicant's original plan was to extend its mains from 

Apple Valley eastward to Lucerne Valley; however, when an understand­

ing was reac'hed with Pacific it QP~oQred more economical to obtain 1;he 

gas for Lucerne Valley from the new extension which Pacific is build­

ing to serve the Cushenbury cement plant. Exhibit lITo. 4 shows that 

the total cost of construction to the Lucerne Valley District to 

receive gas from Apple Valley would be $200,~r6 and Exhibit No. 3 

shows tho.t from the Cushenbury extension ioJ'estward the total cost would 

be ~196, 543. 
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Proposed Construction and Cost, 

Applicant t'X'opose's to install 2.5 miles of 'transmission line 

consisting of 4t-1nch O.D. pipe, ,.5. miles of ~t-inch O.D. distribu­

tion pipe ond 10.'·mi1es or 2 3/8-inch O.D. distribution ?ipe. Appli­

cSlntts cost figures, ~s shown"ill Exhibit No.3, are summarized below: 

Estimated Project Cost 

Pro rata cost or P.G •. & E. Cushenbury Line 

Transmission 
13,200 ft. ot 4t-inch pipe installed 

Distribution 
29,040 ft. of 4t-inch pipe installed 
13,200 ft. of H1ghway Encroachment, etc. 
,5.1440 ft,. of 2 3/8-1nch pipe installed 
2 District Regulator Stations 

286 Service ond Meter Inst~llations 
Total Direct Costs 

Miscellaneous' 
Overhead ond Contingencies at 5' per cent 
Interest during construction 

Total project cost 

$45,000 

16,632 
, 

36,590 
3,300 

55',YJ+o 
3,600 

24,~lO 
184,72 

9,244 
2,422 

~~196, 5'43 
or this total cost applicant allocates ~i:48,488 to the existing 

Victorville and Apple Volley Districts which will receive benefits 

from this pipeline, and sets the Lucerne Valley District's share of 

investment at $148,055. However, odd1t1onol gas will become av~ilable 

to applicant at Victorv1lle from Pacific as a re$ult o~ construction 

by Pacific of fac111 ties to serve the t-v.ro cement plants in the 

Victorville orea. Accordingly, it may not be necessary for applicant 

to construct ~ cross-connection between Lucerne Vnlley and Apple 

Volley ~t this time for the purpose of obtaining pressure reinforment 

inthe latter area, If such cross-connection is not built, 1t does 

not ~ppe8,r th~t 1:my of the Lucerne VDlley costs should be allocated V---' out of the d1strlct. 

App11cant intends to poy the cost of constr~cting and com­

pleting this, project out of its income and other funds in its treas-
., 

ury not obta1ned, from the issue of securities and/or from such funds 

as may be obtained by means of the issue of such of its stock, bondS, 

notes or other evidences of ownership or indebtedness as the Corn..l'!l.1:ssic:n -----_ .. 
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sh~ll hcro~:f't0:r, u.pon proper .:lpp11c~tion? authorize for th~t PUI'l'OOC,.,) 

Economics of ?roject .. 

. App11cant estimates thot the first full year will show a 

rate of return ot 2 per cent in the Lucerne Valley District and that 

in the fifth year this return should improve to 5'.4 per cent. These 

figures are set forth in Exhibit No. 8 and may be summarized in the 

~anner following: 

Estimated Operating ~esults - Lucerne Valley District 

First Year Fifth Year 
Statistics: 

Number of Cu.stomers 286 839 
Sales of gas - Mcr 3~,6;9 97,727 

Revenue: $33,466 $96,023 

Expenses: 
38,159 Cost of sas purchased 13,;33 

Transm1csion 296 867 
Distribution 3184 9,31+1 
Customers' Acctg. & Coll. 1:>+21 4 l70 
Sales Promotion Expense 412 1'210 
Administrative & General 882 2: 588 
Deprec1ation 4 442 7 51.1 
Taxes other than Fed. Income 3:28; 6' 59l 
Federal Income Taxes 3,126 -13: 3Si Total 30, 581 3,7 2 

Net Revenue 2,88; 12,281 

Net Plant Investment and v/orldng Cash 147,334 228,235' 

Rate of Return 2.0% ;.~.% 

The rates of return will be reduced from those 1ndicated 

Dbove if all of the costs of the facilities from Pacificts Cushen'bury 

extension are charged to Lucerne Valley as previously discussed. 

Fr::lnchises 

Southwest states ~hat the territory for which a certificate 

1s requested is included within 1ts franchise area described in 

Ordinance No. 505 of the County or San Bernardino. A copy of this 

ordinance is sttoehed to Application NO. 36>+57 as Exhibit A. By 

Decision No. 51837 under that application and by previous applications 

and deciSions, the ~pplic~nt heret.ofore has been authorized to exer­

cise the franchise in limited oortions of the area covered in the , 

franch1se. At this time it appears reasonable to authorize applicant 
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to exercis,e the franchise wi thin the five odd1 tional to\·mships 3S 

requested. 

Rates 

Applicant proposes to charge for g~s service in the areas 

for i~hich certific~tion is requested at the same rates which it now 

charges under its presently filed tariff sheets, and which rates ~re 

applicable in the ~ned1ately adjacent areas of Apple Valley and 

Victorville. Applicant's showing indicated th~t it would receive a 

rate of return of approximately 5'.4 pcr cent on this system, extend.­

ing from the Permanente line, at the end of the fifth year of opera­

tion, and only a 2 per cent rate of return in th,e first year. While 

a utility cannot expect to re~11ze the full rate of return during 

the development period of a new project, it should not charge such 

rates as will unduly burden its other consumers. In view of the 

r~latively long period ~efore the Lucerne Valley area Will earn a 

return comparable to the system rate of return, applicant will be 

required. to keep separate records for the L,~cerne Valley District. 

By this means proper rate levels may be established in the LucernG 

Valley District, if in the future applicartseeks a rate increase, 

Without this area becoming a bt1.rden on the customers in the rect of 

applicant's system. 

Findings and Conclus:~ 

After considering the record herein and the decisions of the 

Commission with regard to Applications Nos. 3763" 38170 and 38171 of 

Pacific Gas and Electric Company which will provide applicant with 

cdd1 tionol gos supply and \1hich, in turn, will enable applicant 

economically to extend into and serve the present and prospective 

load in , additional to~mships, the CommiSSion finds and concludes 

that in general the application, as amended, should be granted~ 

The Commission finds that public convenience and necessity 

require the construction, use, operation and maintenance of ga~ pipe 

lines and the exercise of franchise rights in the following townships: 
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Township 5 North, Range 2 West 
Township 4 North, Range 1 E~st 
Townshi~ ~ North, Range 1 WQst 
Township 4 North, Range 2 West 
Township 4 North, Range 3 West 
S.B.B. & H. 

The certificate of public convenience and necessity granted 

herein is subject to the following provision of law: 

That the Commission shall have no power to 8'Jthorize t:"le 
copital1zation of the franchise involved herein or this 
certificste of public convenience and necessity or the 
right to own, operate or enjoy such franchise or cer­
tii'icate of ~ub11c convenience and necess1 ty in exccs's of 
the amount (exclusive of any tax or ~nnual charge) 
actually paid to the State or to a political subdiviSion 
thereof as the conzideration for the grant of such fren­
chise, certificate of pu,blic conven:i.encc and necessity 
or right. 

The above-entitled application having, been conSidered, 

public hearing having been held, the matter having been submitted 

:;tnd not" being ready for decision; therefore, 

IT IS HEREBY ORD~RED thot Southwest Gas Corporation be 

and it is granted a certificate thet p\,',blic convenience and necessity 

require the construction, use, operation :ilnc1 maintenance of a gas 

moin extension generally as described in thiS application, as amcnd0~ 

and require the exercise by it of the right, privilGgs and franchise 

granted to it by Ordinance No. 505 of the County of San Bernardino 

and the necessary extension of its gas lines through and to provide 

oerv1ce to customers in the fol1o~ng townships: 

Township 5 North, Range 2 v/est 
Township 4 North, Range 1 Eost 
Township 4 North, Range 1 West 
Township 4 North, Range 2 West 
Township 4 North, nange 3 Weot, 
8.E.13. & M. 

IT IS HEREBY FURTHER O:1DERED as follows: 

1. That applicant may deviate from its filed Rule and Regula­

tion No. 15 in accordance with Section G thereof in order to install 

the mains and serve the customers as contemplated 1n this app11catio~ 
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2. Extensions to serve new customers, in addition to those 

proposed in this application, shall strictly comply with applicant's 

Rule and Regulation No. 15. 

3. Applicant, within six months following the date of completion 

of this project, shall file with this Commission a detailed statement 

of the capital costs of the added pipeline and related facilities 

segregated by districts. 

~. Applicant shall segregate for accounting p~~pose~ its 

capital investment and opcr~ting expenses within the Lucerne V~.lley 

District from the remainder of the system, and maintain records in 

such manner as will enable rate of return studies to be prepared 

separately for this district in the future. 

5. Applicant is a'l.\thor1zed to sell gas at the filed tariff 

rates pre:ently eff'ective in Victorville aml Apple Valley and shall 

so revise existing tariffs including the service area map and ret11e 

the same prior to time service is rendered in the Lucerne Valley 

District. Such filing shall be made in accordance with the require­

ments of General Order No. 96 and shall be made effective on not less 

than five days' notice to tho Commission and to the p".blic. 

6. The authoriZation herein granted will expire if not exercised 

within two years after the date hereof. 

The effective date of this order shall be twenty days after 

the date hereof. 

Da ted a t ____ --=S~!\r.:=n..,;lF~rn..:.:;.:n:.:.llc~i;,e;lQo'__ __ , Ca l1f',or n1a, this 

;1/ a day of ___ ;"';;';"';";;';';':';~_"'I-

Commissioners 
" 


