
· Decision No: ~*~() 

BEFORE THE PUBLIC UTILItIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Y~tter of the Application of ) 
St.i"BORBAN UTILInES .and SOO'I'HERN CO'O'N'I'IES~ 
CAS COMP ANt OF CALIFORNIA for .an orc1er 
authorizing (1) the sale of liquefied 
petroleum gas plants at Buellton and 
Solvang, the execution and delivery of 
a Deed and Bill of Sale, and (2) the 
issuance of certificates of public con
venience and necessity to SOUTHERN 
COUNTIES GAS COMPANY OF CALIFORNIA 
covering the conversion to natural gas ) 
and the operation of the systems in ) 
Buellton and Solvang under Santa 
Barb.o.r4 County Franchise No. 432. 

Application No. 38612 

Milford Springer and J. R. Re~s~ht for Southern 
COuntl.CS Gas Company of Cih.fOrnia and 
Suburban Utilities. 

J. J. Deuel and Eldon Dyc, for California Farm 
Aurcau Fcdor~tlon. 

Wm. W. Eyers, for the Commission's staff. 

OPINION ---- ... --

Suburban Utilities, one of the applicants herein, renders 

liquefied petroleum gas service to the Solvang and Buellton areas 

under authority of certificates of public convenience and necessity 

which were transferred to it by Decision No. 44279, dated June 7, 

1950, in Applications Nos. 30903·and 30904. The transferrer in 

those proceedings was the Southern Counties Gas Company. 

Southern Co~ntie$ Cas CompAny presently is 4uthorizcd to 

engage in the purchase and distrib~tion of gas as a public utility 

in designated areas in the State of California. So far as the 

inst4nt proceeding is concerned, it is the successor in interest to 

the graIl.tee of Franchise Ordinance No. 432 of the County of Santa 
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Barbara, dated October 1, '1928".. This' franchise 'is' for a period of 

fifty years .. 

In the instant pro~eedings this C~ssion is asked 'to ' 

approve the sale of the Buellton and Solvang liquefied pe~roleum 

. gas systems by Suburbcm Utilities to Southern ~Unties' Gas COmpany. 
" '\ .' 

- . '(~I .', .... 

This l~st named company also requests a certificate of public con-
, , 

venience ':.and nece$,s~ty to ~:<~end its facilities to r~nder natural 
. ~~. • I' 

gas service to ~he two communities involved.' The prOposal is to 

discontinue the liC!uefied p~trolet:ml gas serVl.c'c mld 'substitute 
, ". , ' 

therefor natural ga.s.. The application also requests approval of-

the transfer of the certificates of publie convenience and neceSSity 
"",' r' " ~. . _ . J 

atJ,:horizing the exercise of Santa :&1rba.ra County francllise rights. ~:,:,' . " .... , 

. " "' .. 
to permit Southern Counties Gas Compeny to exercise the' franchise 

, , . , 

rights under Santa. Bar.b.ara Coun~y Franchise Ordinnnee 'No. 432. In 

the installation of natural SOlS service Southem
i COunt1'es Gas cOmp'any, 

requeists authority to deviate from its ~~.in Extension. Rule No. '20.:;' 

A public he2.ring wo,s held in Solvang on February 20;. 19'57'; 

before Examiner G:!:Bnt E. S~hers, .at ·.t1l'l.ich time evidence was adduced 

and the matter submitted. 

. 
'1'" n. 

, , 

The testimony presented indicates that there is now available 
i .' ~ • ,c.. ...... ' ',' 

an adequ.9.te ,supply of 1"'.ature~ gas, and. accordingly it,S installation 
."' -", .. , 

has become economically feas~b1e.. This is so not only because. of 

the supply, but also as a result of population gr~Nth in the area .. 
" 'J -:,' '·~l I. 

Thc present number of customers, cOlJpled with the anticipated growth 
"'j',' "1.:,.,.,\,. 

of the area, now makes the installation of r~tural gas facilities 

1 
Decision No.' 23124, dated Novembe: 28, 1930, in Application No. 
16891, 35 C.R.C. 522; Decision No. 23566, dated April 6, 1931, in 
Application No. 17246, 3~ C.R.C. 115. 
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econ~cally~,fea5ibte~- an'd ±t"was 'the' opiru.on of the appli.cant·s 
.. 

. witnesses .. ehat·:this' natUral::gas 'service can be provided at' a lower 

cost than liquefied'petroleum'gas ·service. 

Suburban Utilities also presented testimony to the effect 

that. it desires to'divest itself of any public utiliey operations. 

Its prinCipal business'is tl'le distribution of tank gas, and it 

intends to concentrate'in'that field. 

The p~o?O$cd'purchase price is $SO~OOO. E~bibit 1 is a 

copy of the Agreeoent of Sale; -and ~~bit 2 is a copy of the Deed 
:'t • .,..,. ~ '~ • , 

. an~ Bl.ll of Sale which the applicants propose to execute. 

The l.7.cd, rights of way, struc'1:Urcs, facilities and fr~'!'l

chises proposed ,to be transferred are list¢d in E~hib~: 2. The 

applicc~t South~r.n Counties GasCompar-y proposes to c~~:ge to' 

Account' 505, Amortization of Gas Plant Acqui~ition Adjus~ent~. the. 

smount of the acquisition cost in excess of the nct original cost 

~~thcr tb~n to chcrge it to earned su-~lu$. Th~ ~et o~iginal co~t 

less ec~reci~tion of these facilities wss shown in Exh!bit No. 10 

to.be $8~994.46. 

Further exhi'oi ts presented consist of the fin.:neial st.:-.te

tnc?.!l.ts of api>15.cants, a map of the ar~a showi~..g er.isting and proposed 

facilities, and a copy of t~e County· :F:rlll:el~s~ Ordinance No. 432 

previously referred to. 

An economic f~~r,ibility study =eceived in evidence es:i~tcs 

tl"l.&t for the first fu~l yec::: of op'e=lt:ion~ if the sale is ~,p=oved, 

the net revenue will amount to' $10,158, or a return of 3.3% on a 

rate base of $312,500, 'as shown 10 zxhib1t No.7. 
~ __ -. ', ••• _c .. ,._··- .... _., ....... ,.. ..... _ ••• 

Exhibit 8 sets out the proposed tariffs which Southern 

Counties Gas Company intends to'adopt. Exhibit 10 sets out the 

original cost of the facilities invo1ved p and Exhioit 11 the 
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' •• j., I ". , . 
'" ' 

proposed accoi.lnting>cntries which 'Will be used in recording'the 

purchase. 

It should be noted that "the agreement contained in Exhib:tt 1 

sets a ten~ative <Late ofAp~il '30,' 1957" for the install;ation of 

natural gas facilities •. Witnesses" testified that this, date cannot 

now be met and that it will be 'iPpro~imately August ~l, 1957, before 
, . 
Therefore, 'the, sales proposal 

was altered at the hearing and authority was requeste~ to permit the 

parties to.complete' the sale by April 30, 1957, and then to permit 

Southern Counties Gas Company to lease the facilities back to 

Suburban Utilities, which latter company would operate the present 
! ..... ,... 

liquefied petroleum gas system until the natural gas facilities are 

installed and ready to operate. Exhibit 13 is an a~fidavit of the 

president of Suburban Utilities a.g1:'eeing to this 'sale, anel lease-back 
" . 

arrangement. Southern Counties Gas Company represent3ti ves agreed 

to this arrangement at the hearing. 

There w~s no opPOSition to this proposal and an analysis 

of the evidence discloses and we now find that it would not be 

adverse to the public interest1ito permit the sale. We further find. 

~hat p~blic convenience and necessity require the issuance of the 

certificates and tl:-..e transfer of certificates hereinafter·· autborized. 
, ' 

In order that applicants will have. sufficient time·:.to complete the 

proposed sale, the effective date of this order 'shall be the date . 
hereof. 

The proposal of applicant to charge the amount of acquisi .. 

tion cost in excess of the net original cost to operating expense 

rather than earned surplus will be permitted. Toe circumstances here 

indicate that the acquisition of this property is clearly in the 

public interest because of ' lower operating costs and economies wbich 
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. " 
,., 

, " 
,,'-.. 

" 

will be reflected in rates cb.arged.~the~ pub~ic.;,.Taer~fo~e, it, appears 
- J ... ,' • 

to be fair and reasonable, in order to make the purchaser whole, to 

allow the amortization of tae excesS purchase price as an operating , 

expense. 

o ,R. D E R 
-~--~ , " 

'" 

,Application as above entitled having been ,filed, 'public 

hearing having been held thereon, the CO;mmission having been f~lly 

advised in the pr~.se~ and having found the proposal to be not 

adverse to ,the public interest,. and good cause appearing, 

IT ,IS ORDERED: 

" (~) .. ~t on and after the' effect,ivc date hereof,. and on or 

before A?til 30,. 1957, Suburban Utilities- -may, sell and transfer the 

herein, referred to public utility"propc:cty ,to, ;Southe:r:n Counties Gas, 

Company of California, pursuant to the Agreement of Sale, a copy of 

which,was received in evidence herein as Exhibit 1, and may,execute a 

Deed',~d' Bill of Sale in, the same form and content as the, copy ,thereof 

received in evidence as Exhibit 2 in these proceedings.· The transferee 

may charge, to Account 505, Amortization of Gas Flant Acquisition 

Adjustment during the year 1957, the acquisition cost in excess of 

the original cost less depreciation. 

(2) That a certificate of public convenience and·necessity 

be and it hereby is granted to Southern Counties··Gas', Comp~y of 

california to construct and operate an extension of its public utility 

system for the distribution of natural gas in the areas of Buellton 

and Solvang as more particularly,described in Exhibit 5, received in 

these proceedings. 

(3) That Suburban Utilities be and hereby is authorizecl to 

transfer to Southern Counties Gas Company of california all rights 
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and authority which it holds to se:::\7e the. Buellt~~ :and"sOlvang ~eas 
herein concerned under certi£ieates'cf public convenience. and· neces-

. . ~ "" 

sity issued by this Co~ssion in Dzcisions Nos. 23124; dated 

November 2a~ 1930, in Applic.:ltion No. lo891~ and 23566',~ dated 

April 6, 1931, in Application No. 17246, for the exerci~e of S~ta. 

134:-barJ.1. County fr.:mchisQ rigb.tG in the Buellton J,md Solvang, .. ~e~s 

he'rein concerned ~ 

(4) That Southerc Countie!; Gas Comptmy of california, be and 
r ... ~ . ... .... 

t'lereby is granted a certifi~te of public eon"lenicnc'e end necessity 
......... 

to exercise the rights and privileges gr.anted by tbe County o~,.Santl1. 

Barbara under Franchise Ordinance No. 432, ~d.optcd October 1, ,1928, 
.' 

as such ordinence relates to the Buellton C!ld Solvang areas.herein . 

requested. 

(5) !hat ce=tific~tes of public cottvenience ane necessity 

hereinabove gr~nted er.e subject to the following provision of law: 

That the Commission s~ll have no nower·to 
euthorize the c~pitalizatio~ of the fr~hise 
involved herein C~ this certificete' of public 
convenience and necessi~ or the right to own, 
operate o~ enjoy suc~ frenchis~ or ccrtific~te 
of public conv~nience and necessity in excess 
of the amount (exclusive o£ any :ax o~~~ual 
cha:t'gc) . ectWll1y paid to the S:ate or to a, , 
politicel subdivision thereof ~s the conside:- . 
ation £or:a.e grant of sue1:. franchise, certifi
cate of ~ublic convenience and nccesGity O~ 
righe. 

(6) Southern CotJ,nties Gas Company of california i$~ Authorize::! 

to file in 8.ccordance with General Order No .. 96, revised Schedules 

G-6.2, 0-41, G-45 and 0-50, 2nd on not less than five dayS'. D.ot·ice 

to this Commission and to the public to make such firing effective 
• • .. r 

on the date that natural gas service is first furnished to the Solveng . 

and Buellton ereas. 

(7) Tant on or before the date of ectual tranSfer, Suburban 

Utilities shall refund all de,osits and advances for construction 
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which are subject to refund; .and that any unrefunded deposi'ts and 

advances for construction shall be transferred to and become the 

obliga.tion for refund of Southern Counties Gas Company of california. 

IT IS FURTHER. ORDERED that SotJthern Couuties Gas Company 

of california be and hereby is authorized to lease to Suburban 

Utilities the utility properties herein involved for the distribution 

of liquef1.ed petroleum gas in the Buellton' and Solvang areas for .a 

period not to extend beyond December 31, 1957, and the parties may 

enter into a lease agreement in the same form and content as the 

copy thereof received in evidence as Exhibit 4 in these proceedings. 

IT IS FOR'l'HER. ORDERED that Southem Counties Gas Company of 
I 

California, in the operation of the natural gas system herein author

ized in the Buellton and Solvang areas, may devi.ate from its Y~in 

Extension Rule No. 20 in order to permit the necessary installations 

of pipe to convert' from the present liquefied petroleum gas system 

to natural gas, which installations will be made free of charge to 

existing customers. 

The effective 

Dated at 

~y Of _______ A_P_R=~L=========----~~ 

~~~ ...~sioners 
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