ORIGHNAL

BIFORE TEE PUBLIC UTILITINS COIMISSION OF TiL2 STATZ OF CALIFORNIA

Decision No.

In the latter of the Apnlication of

SQUTKWEST GAS CORPORATION for 2

certificate of mublic convenience

and necescity under Article 1 of

Chapter 5 of the Pudblic Usilivies

Code to construct, operate and main-

tain a natural gas distridution Application No. 38678
systen and to exercise all vermzits, (Amended)
casements and f{ranchises which may

be used ¢r useful in coumection with

a natural gas distribution systenm

in the vieinity of Hinkiey, County

of San Bernardino, California.

Se H. MeCrea and 'illiam Laub, for applicant.
F. 1."SearlsS and Maleolm A. MaeKillen. for
Pacific Gas and Zlectriec Company, protestant.
Walter H. 3ailey, Jr., for California Zlactric
Jower Compdny; J. J. Deuel ard Ihidon Dye
for California Farm Burean Federation, inter-
ested parties.
William W. Tyers for the Commission staff.

QEINIQYX

Applicant®s Reguest

Southwest Gas Corporavion, engaged as a public utility inm
the business of selling amd distributing natural gas in certain por-
tions of San Bernardino County, California, filed the above~entisled
application on December 1k, 1956, and on February 8, 1957, filed the

first amendment thereto, Teguesting the Coamission to issue an order:
L. Granting and issuing, under Section 1001
of the Public U+ilities Code, a certificate
of public convenience and necessity to con-
Struct, operate and maintain natural gas
mains and to provide the service descrided
in the application.

Granting and issuing under Section 1002

of the Public Utilities Code, a certificate
of pudblic convenience and necessity to
exercise the rights and privileges under

the franchise granted by Ordinance Yo. 7SL
of the Board of Supervisors of the County of
San Bernardino %o the extent necessary to
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construct, operate and maintain the projects
doseribed in the application in Townships:

8, 9 and 10 North, Range 3 West; the easterly
halves of Townships 8, 9 and 10 North, Range
L West; Tovmship' 10 North, Range 1 Zast;
Townships 10, 11, 12 and 13 North, Range 2
Zast; the northerly half of Township 9 North,
Range 2 East; and Township 13 North, Range 3
2ast, 3.8.B. & M., San Bernardino County,
California. '

3. Withdrawing and extinguishing the certificate
of public convenience and necessity previously
issued to Pacific Gas and Zlectric Company in
Decision No. 49101 t¢ the extent taat said
certificate applies to: Townsnips &, ¢ and 10
North, Range 3 Vest; the easterly halves of
Townships &, 9 and 10 North, Range 4 Vest;
Townshin 10 North, Range 1 East; Townships 10
and 11 North, Range 2 Zast; and the northerly
half of Township 9 Nerth, Range 2 Tast, S.B.3.
& M., San Bermardino County, Califormia.

Public Hearing

Afver due notice, public hearing on the application, as
amended, was held in Victorville on February 18, 1957, before
Ixaminer Manley V. Edwards. Applicant éresented 14 exhibits and testi-
mony in support o{'its application. The Commission staff, represent-
ed by & gas engineer, cross-examined the wit;ésses.for the purpose of
developing a full record to aid the Commiscion in deciding this mat-
ter. Qther parties also cross-examined the witnesses. The Pacific
Gas and Electric Company appeared as a protestant to certain of ap-

plicant's requests. The matter was submitted for decision at the

cloze of the day's hearing subject to the filing of Exhibit Yo. 15

as a late-filed exhidbit containing certain rate curves.

Provosed Construction

This application, as amended, proposes construction in two
districts: the Hinkley territory, west of Barstow, and the Camp Irwin
territory, northeast of Barstow. 8

Applicant represents that the Hinkley territory"/ lies

directly between its Barstow and Victorville certificated service

I/ T8, 5and L0 N, R 3 /; and the caster.y haives of 1 &, 9 and
10N, R4 W. .
-2~ .
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areas. - It proposes to serve all customers in the Hinkley territory
from taps made on the Oro Grande-Victorville pipeline extension
being installed by the Pacific Gas and Tlectric Company. Authority
To tap Pacific's line is based on a stipulation entered under
ApplicationsNos. 38170 and 38171 which provided: "Pacific shall give
Southwest Gas, at Southwest's eéxpense, any reasonable number of taps
off of the proposed Oro Grande-Victorville line, ineluding dut not

limited to farm or other individual taps ik it

The estimated cost of the proposed distribution system to

serve Hinkley is: .

Approximately 9.7 miles of 2~3/8-inch 0.D. Pipe & 46,935

115 Service and Meter Inmstallations . . . 10,000

Measuring and Regulating Equipment. . '
Total Direct Cost . . . . . . . .

Overhead and Contingency - 73%. . . .
Swo-Total &« v o v 4 L oo . ...,

Interest During Construction (3 Months @ 62)
Total Project Cost. . v . v v v v v v . .. . .

Applicant also represents thot the United States Govern=-
ment has indicated interest in having it serve natural gas to the
Camp Irwin Military Reservation. Applicant proposes to build a
hﬁ-inch'O.D. welded steel pipeline from its present main extension
in Yermo to Camp Irwin. Applicant states that the proposed pipeline
to Camp Irwin will make it possible for applicant to provide natural
gas service, pursuant to its filed rules, in T 10 N, RIE; T10,
ll; 12 and 13 N, R2E; the rnortherly half of TN, R2E; and T 13 N,
R3E, collectively referred to as the Camp Irwin territory. Appli-
cént states that the Government has advised that the final prepara-
tion and execution of a contract whereby the Go?ernment would pur
chase natural gas from it must await certification of the necessary

territory to applicarnt by the Commission.

i

-J-




38678 Amd. -

The estimated cost of proposed facilitics t0 serve Camp
Irwan Yermo Marine Base and the Comwmity of Yermo is $298,323.
After allocating 16,820 of the cost of the 6~5/8-inch transmission
main to the Yermo Marine Base and the community of Yermo, tho ro-

maining cost assignable to Camp Irwin 15 $281,503. dpplicant’s
Exhibiv No. 6 shows the following itemization of this cost:

23,760 Feet of 6-5/8~inch pipe (Camp Irwin pro rata) § 32,275
148,896 Feet of 4=1/2-inch PiPe « v v v v ¥ W 9w .. . 227,258

Meter and Regulator Installation . . . . . . . . . . 2,000

Sub-Total & & . v i e e e e e e e e 261,533
Engincering, Inspection and Administrative Overhead . 5,231
Contingencies @ 5%. . . & v v v v v v 4 v v 0w u .. 13,338

Interest During Construction (64 for 30 day average) 1,401

Total Cost to Camp Irwin. . . . . 281,502

Proposed Rates for Service

Applicant proposes to charge for gas service in the re-
quested Hinkley territory at the same rates which it now charges
under its presently-filed rate schedules, which rates are in effoet
in the adjacent Barstow and Victorville service areas. It’estimates
tho rovenue from domestic and small commercial service at $1.07 per
Mef and from gas engine service at 55 cents per Mef.

Applicant proposes to charge for gas service in the Camp
Irwin territory at the same rates which it now charges under its

resently~-filed rate schedules in its adjacent Barstow service area.
It proposes to charge the governmen:t for gas service at Camp Irwin
at a4 compensatory rate to be determined by negotiation; however, for
the purpose of making a revenue estimate applicant assumed a uwniform
rate of 54.66 cents per Mef.

Av present applicant does not have a regular gas engine

Schedule, those engines presently being served being on the
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interruptible schedule. Applicant's proposed gas engine schedule is
set forth in Exhibit No. 9.

Econoemics of Hinllev Construction

Applicant estimates that it will serve 100 domestic cus--
tomers and 15 gas engine customers during the {irst year of operation
in the Hinkley District for a total anmaal revenue of $31,005. During
the third year the domestic customers are.estimated at 165 and gas
engine at 25 for a total revenue of $51,515. After dedueting the
estimated expenses, applicant computes & rate of return of 5.3 peb cent
in the first year and 6.5 Per cent In'the third year. Thése résults
are set forth in Exaidbit No. & and are summarized below:

First Yearl Third Year

Revenue: :
Domestic $ 9,621 S lS,ng

Gas Zngine 21,%8L EE,
Total 3 )

Expenses: :
Cost of Gas 18,881
Transmission and Distribution 1,332
Cugtomers Acet'g. and Collecting 607
Sales Promotion 298
Administrative and General 411
Depreciation 2,062
Taxes: _ :

Federal Income 1,668
Qther 2,106

Total Expenses 27?353

Net Revenue 3,639
ate Base 63,71 86,794
Rate of Returﬁ 5.3%  6.5%

‘Economics of Camo Irwin Load

Applicant estimates that it will sell 171,000 Mef of
natural gas per year to the Government. Applicant now sells
Liquefied Petroleun Cas on a non-utility basis %o the Government for
Camp Irwin. It estimate§ that replacing the L.P.G. service with
natural gas will account ‘or 110,000 lief of this total gas. The Camp

hospital now uses fuel oil for heating, equivalent to 26,000 Mef of
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gas annually. The remaining 35,000 Mcf is estimated to be used by
the Capchart Housing Projeet at the Canp. |

The cost of the extension assignable to Camp Irwin of
281,503 is to be paid for by the Government by means of a surcharge
of 23 cents por Mef of gas sold to Camp Irwin. Applicant?®s Exhibit
No. 10 indicates that the cost of the extension will be paid for in
about seven years and interest to be paid by the Covernment to
applicant during the payout period will amount to $60,L61.

ApplicantTs statement of revehue and expenses as shown in
Exhibit No. 12 follows:

Revenue % 93,469

Expenses
Cost -of Gas 66,770
Operating EZxpenses 2,000
Taxes: :
Income 9,841
Other 6,193

Depreciation g.4L4
=X) iﬂg
b4

Net Revenue 220

Net Interest Income 8,190

Net Income 8,410

The net interest income of /8,190 shown in the above tabu-
lation is phe difference between 6 per cent interest on the cost of
the extension of %281,503, amounting to 516,890, and bond interest
amounting to 8,500 plus amortization of $200.

By Exhibit No. 14 applicant estimates that the Hinkley
addition will immrove its Systea rate of return from L4.97 per cent
to 5.1 por'cent and the addition of the Camp Irwin load will further
smprove this system rate of return to 5.29 per cent.

Position of Pacifiec Gas and Blectric Commanvy

Pacific appeared at the hearing as a protestant to cértain
of applicant’s requests. It did not object tvo service by the appli~

cant in the Hinkley area (4f the Commission S0 authorizes), dut took

-fa




the position that the development thus far in Hinkley did not

warrant it in extending service. Such area iz within the l0-mile
strip either side of the Texas transmission line that has been
certificated to Pacific. It presented'some summaries of 1ts computa-~
tions indicating negative rates of retwn from the Hinkley area if
its regular G-6 ratve schedule is used. If special rate schedule
G-6.3 is used the estimated earning is a positive rate of return
after three years of 3 per cent.

Pacific opposed the applicant’'s request to withdraw and
extinguish Pacific's certificate of public convenience and necessity
in the townships and area which the applicant seeks to serve.

Pacific pointed out that under the applicant’'s purchased gés con-
tract, certain large loads may develop in this area that the appli-
cant i3 not in position to serve.  Pacific also pointed out that
applicant!s proposed service to Camp Irwin is outside of the terri-
tory which applicant is entitled to serve under its resale gas
purchase agreement. Pacific indicated that these difficulties could
be settled if the applicant wouvld negotiate a revised and exclusive
gas purchase agreenent. |

Franchises

Applicant states that the territory concerning which a
certificate is requested is included within that territory de-
seribed in Ordinances Nos. 505 and 794 of the County of San
Bernardino. A cony of Franchise Ordinance Mo, SOS‘was attached 2s
Exhibit 4 in Application No. 36457. A cony of Ordinance No. 794
is attached to this application and marked Zxhibit A.

Ordinance No. 794 is a county-wide franchise covering
installation, maintenance and use of pipes and aﬁpurtenances-in 30
many and such parts of the puvlic roads in the county aé the 2ppli~

cant may from time to time elect to use for the purpose of conveying
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and distriduting gas. The term of the franchise is indeterminate.
It provides for 2 per cent payment to the county of the gross annual
receipts ari exng *rom the use, opcra 1ou or possess;on of the fraﬁ-
c¢hise. The ordznance was pass ed by the Board of Supervzsors of San

Bernardino County on August 6, *956

Findings and Conclusions

-,

The record in this proceeding shows that the applicant has
sufficieht gas'évailable to it under its purchase contract with
Pacific to serve both the an&ley terrltory and the Camp Irwin terri-
tory and that its gas supply will be adeouate for some yearq in the
future. Applicant will be expected to make arrangeﬁents to obt:mn
adequate supplies of gas, on a tzmely baszo, in order ©0 assure'
contmnu;ty of service to its exlstzng and future firm cuotomers._

In providing natural gas scrvxce to Camp Irwin, it appears.
that substantmal savings will accrue %o the gove*nment and that such
service will not be a burden to oouthwest** exzstxng cuszomeru.
However, at the present time no conmract Las bpcn consummated with
thé governmen The primary reason for applicanx seebmng certifi-
'cation at this time in this area is to enable it to be in a oosition
to furniuh service to Camp I*wmn if iv is successful in negotiating
a contract. Accordingly, we find that the authorlty granted herein
with respect to the Camp Irwin territory should not run indefinitely,
and,'unless applicant has entered into a contract for furnishing
" service to the government at Camp Irwin within six months after the
effective date of the order herein, the authorization herein grénted

shall terminate.

Ve find that Pacific’s contention that applicant's pro-

posed service to Camp Irwin is outside the territory in which
applicant is entitled to serve gas purchased from Pacific under the

terns of its Resale Gas Purchase Agreement 1s not valid in view of
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the Commission's statements in Decision No. 51915, dated September b,

1955, where that agreement was before the Commission for ap-
L

proval.

In view of present contractual relationship between
'Pacific and applicant with respect to Pacific serving loads in
excess of 2 million cubic feet per day, we do not believe it to be
desirable to withdraw and extinguish Pacific’s certificate in the
areas requested by applicant. The request of applicant in this
respect 1is herewith denied.

The Commission finds that public convenience ang necessity
require the construction, use, operation and maintenance of gas pipe
lines and the exercise of franchise rights in the following town-
ships:

Tewnshins 8, 9 and 10 North, Range 3 West;
the easterly halves of Townships 8, 9 and
10 Yorth, Range 4 ‘est, S.B.B. & ¥., San
Bernardino County, ifornia, and in addi-
tion, Township 10 North, Range 1 Rass;
Towanshivs 10, 11, 12 and 13 North, Range 2
East; tae northerly half of Township §
North, Range 2 East; and Township 13 North,
Range 3 Zast, S.B.B. & Ii., San Bernardino
County, Califcornia, subject to the limita~
tions and conditions set forth in the
order aerein.

1/ The Commission stated in Decision No. 51915: .
"The agreement contains, in Section 14, & recogrnition of the
fact that it shall at all times be subject to such changes or
modifications by the Commission as it may from time to time
direct in the exercise of its jurisdiction. In authorizing
the carrying out of this convract, therefore, we put the parties
on notice that such 2uthorization cannot lawfully, and is
not intended to, limit this Commission in any way in its
authority in the future to authorize any service dy South-
west which may be justified by public convenience and necessity
or which may be provided by law, regardless of any apparent
prohibitions of such service by the terms of tke contract
herein authorized. The Commission withholds its approval
of any such apparent prohibition.'”
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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
authorize the capitaiization of the I{ranchises
involved herein or this certificate of public
convenience and necessity or the right to own,
operate or enjoy such franchise or certificate
of public convenience and necessity in excess
of the amount (execlusive of any tax or annual
charge) actually paid to the State or to a
political subdivision herecof as the considera~
tion for the grant of such fraachise, certifi-
cate of public convenience and necessity or
rignt.

The above-entitled application having been considered,

public hearing having been held, the matter having been submitted

and now being ready for decision; therefore,

IT IS EZREZY QORDLRZD:
1. That Southwest Gas Corporation be and it is granted
a cervificate that public convenionce and necessity require the
construction; use, operation and maintenance of 2 gas main exten-
sion generally as deseribed in this application and require the
exercise of the right, privilege and franchise granted to it by
Ordinance No. 794 of the County of San Bernardino and the necessary
extension of its gas lines through and to »rovide service to
customers in the following townships:
Townships &, 9 and 10 North, Range 3 Vest;
the easterly halves of Townships 8, 9 and
10 North, Range 4 West, S.B.B. & M., San
Bernardino County.
2. That Southwest Gas Corporation be, and it is granted,
a certificate that public convenience and necessity require the
construction, use, operation and maintenance of a gas main extension
generally as described in this application and require the exercise
of the right, privilege and franchise granted to it by Ordinance

No. 794 of the County of San Bermardino and the necessary extension
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of its gas lines through and to provide service to customers in the
following townships:

Township 10 North, Range 1 East; Townships

10, 11, 12 and 13 North, Range 2 Zast; the

northerly half of Towaship 9 North, Range 2

East; and Township 13 North, Range 3 East,

S.B.B.& M., San Bernardino County,

California;
provided that Southwest Cas Corporation has within six months afte;
the effective date hereof filed with this Commission a copy of a
contract between it and the government for service to be rendered at
Camp Irwin containing rates and terams substantially in accord with
those set forth in this proceeding.

3. That applicant may deviate from its filed Rule and
Regulation No. 15 in accordance with Section (C) (V) thereof in
order to install the mains and serve the customers as contemplated
in the Hinkley area.

L. That extensions to serve any new customers, other
than those contemplated in this application, shall comply with
applicant's Rule and Regulation No. i5.

5. Applicant, within six months following the date of
completion of this pProject, shall file with this Commission a
detailed statement of the capital costs of the added pipeline and
related facilities for the Hinkley area, and for the Camp Irwin area.

6. Applicant shall segregate for each area its capital
investment and operating expenses within the Hinkley area and
within the Camp Irwin area from the remainder of the systenm, and
maintain records in such manrer as will enable rate of return studies
to be prepared Separately for this district in the future.

7. Applicant is authorized to sell gas at its filed
rates presently effective in Viectorville and Barstow, in the Hinkley

and Camp Irwin areas, and to provide service to the government under

the terms and conditions it has proposed and shall so revisze its
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existing tariffs and refile the same, in accordance with the Pro-
visions of Genmeral Order No. 96, prior to the time service is Lfirst
instituted. OJuch filing shall be effective on not less than five
days' notice to the Commission and the vublic.

8. Applicant is authorized to f£ile a new tariff for gas

engine service substantially as provosed in Exhibit No. 9 and make

the same effective pursuvant to General Order No. 96, for service

prior to the date service first is furnished in the Hinkley area.
Such filing shall be effective on not less than five days' notice
to the Commission and the publiec.

IT IS FURTHER ORDZRED:

1. That Southwest Gas Corporation shkall not exerc¢ise said
franchise for the purpose of supplying gas in those parts or portiors
of San Bernardino County not now served by it except through exten-
sions of its existing system made in the ordinar& course of-bﬁsiness
as contemplated by Section 1001 of the Publie Ctilities Code.

2. That the Commission zay her eafter by appropriate pro-
cocding and order limit the authority herein granted to appllcant
as to any territory within said county not then being served.

The authorization herein graanted will expire if not

exercised within two years after the date hereof.
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The effective date of this order shall be twenty days
after tho date hereof.

Dated at San Jruncisct » California, this / 4,45

day of ___/apnd, . 1957

/ %%ﬁrxeiiden&/ = /

e T5 O\
= %

oI ssioners
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