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:O~c1~ion No. 5507·1 -------
BEFORE TEE P'O'BtIC UTILITIES COM!r.ISSIO~ OF nm STATE OF CALIFORNIA 

In the Matter or tae Application ot ) 
SOUTHWEST GAS CORPORATION tor a ) 
certificate of public eonvenience ) 
and necessity under Article 1 ot ) 
Chapter 5 ot the Public Utilities ) 
Code to eonstruct3 operate and main- ) 
ts.1n a. natural gas distribution ) Application No o 38885 
SY3tem and. to exercise all .perm1ts, } 
easement S and i"%>anehis6s wh.ich may ) 
be used or u.:ei"ul 1n connection with ) 
a natural gas distr1bu.tion system 1n ) 
the vicinity of He~peria7 County ot ) 
San Bernardino, Cal1f'orn1a. ) 

-----------------------------) 
w. M_ Laub and C. Roo McCrea., tor ap!'11c.e.nt. 
Walter R. Ba1le~, tor Caritorn1a Electric Power 

Company; J. J,. De~ and Bert Buzzini? tor 
California ~arm Bu:o-eau '?ed.erat10n; caVE" John 
W. Kalne.s, tor Rimcoek Estates-Apple alley; 
Ed.ward R .. C~1~7 and Wi1bllt'" F. Gresg in 
propr1a personae; 1ntereste~ partios. 

Robert O. Randall, tor the CommissionTs staff. 

OPINION ... - ......... - ... ~ 
Applicant 1 $ Re~uest 

Southwest Gas Corporation, angaged ~ the ~~s1ness of 

selling and distributi%lg na.tural gas :in certain portions of 

San Bernar~ino County as a public uti11ty~ tiled the above-entitled 

application on March 4~ 1957~ requesting that the Co~ss1on duly 

give and make its order: 

1. GrantiDg and issuing a certificate 0: public conven­
ience'and necessity authorizing tae applican: to 
exercise tranehise rights in TO~hips 4 North~ 
Ranges 4 end. $ West, S.B.B.& M., ani to construet

7 operate and ~1ntain the natural gas,eystom and to 
provide gas service sub"tantiaJ.ly as de,:,cr1bed 1n 
th1e application; 
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2. Grantil?oS applicant authority to deviate trom its 
riled Rule and Regulation 1n accordance with 
Section G thereor in order to install the mains 
and. serve the Cu.3tomers as contemplated in this 
app l1ca.t ion. 

A mIlp showing the proposed distribu.t10:l l.1ne extension is :set .forth 

in Exhibit No. 2 in this proceedmgo 

Public Hea.r1ng 

Atter due not1ce~ a public hearing wa~ held upon this 

application on April ~, 1957~ in Victo~v11le before Exam1Der 

Manley W. Edwards. Applicant presented seven exhibits and. testimony 

by three witne3ses in support or its application. The COmmission 

start~ represented by a ga.s eng1neer~ cross-examined applicant's 

vdtnesses tor the purpose ot developing a tull record to aid the 

COmmiSSion in deciding this matter. The representative or tho 

California Farm Bureau Federation also cross-exem1ned the w1tn&sses. 

Four prospect 1ve customers 1iv1l'lg 1n Apple Valley a.ppeared 

and sought information as to why the applicant would undertake a 

main extonsion to HC3per1a when there were many customers unserved 

in Apple 'Valley. 1'he reply ot one or applicant's witnesses was 

that where customers ~ Apple Valla,r will advance a deposit tor 

exten310n tootago in exce~s ot 100 teet, ~ accordance with the 

extension rule ~ service normally can be furnished "I11th1n three 

weeks. He offered to ~urvey the a.."'"ea th.a.t appeared to 'be in 

d1rt1c~ty and turn15hed results ot suCh survey in late-tiled 

Exhibit No.7. This ~urvey showed the tollow1:og distances from. 

existing gas mains: 

Joan W. Kslnas ••••••••••••••• 
Russell E. Proctor ••••••••••• 
Wi1'b~ F. Gregg •••••••••••••• 
Edward A. Curley ••••••••••••• 
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The current rate of advance 13 $1.00 por toot 1n excess o~ 100 teet, 

wh1chwould require very sizeable advances trom the~e cU3to~rs. 

These custom~rs should contact the other prospective eustOm0rD in 

the ~r6a and attempt to work out a project with the applicant that 

would make gas service available at 1033 un1t cost than it jU3t 

these tour cuat¢mor3 nre sorved. 

A~n11eant's ?o31t1on 

The Hesperia territory, which is developing rapidly, 1103 

within an ~Q covored by a franchise granted to applica.nt by the 

County of San Bernardino, but heretofore tho COmmission has not 

granted a certificate tor the applicant to exercise the tranchise 

in such territory. Applicant f s survey has indica.ted that sutt1e1ent 

protective load hao developed to warrant it in extend~ its pipes 

into the area. Durir.g the first yesr it estimates that 300 new 

customers can be served and by the third yes:t', 518 customers ot all 

classes. Applicant expects to serve natural gas obtained ur.der its 

resale contract with PaCific Gas and Eloctric Cocpany dated May 23, 

19$$~ Applicant represents tnat its supply ot gas under this 

resalo contract is adequate to supply the indicated additional 

load. 

Applicant states that the initial eonstruction or -the 

sy3tem'as proposed ~~ this application will reqUire it to deviato 

!rom its tiled Rule and Regulation No. 1$. However .. attar tho 

initial construction has been eompleted l applicant proposes to 

provide service to the ~alanee of the requested territory strictly 

in a.ccordance vlith 3uch rule and in such torm as :nay then 'be 

effeetive. Applicant states that at no time w111 arr; deviation 

from said rule be~ or oe permitted to beeome, a burden upon ita 

eXist1ng oustomers. 
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Proposed Construction 

Tbe propo3ed construction involves some 86,000 teet ot 

p1po at an e~t1m.a.ted total co:t ot $148,,6$8. E7..b.1bit No. 4 ~hoVl~ 
the following breakdown ot tbis estimate: 

Estimated Coot or Proposed Project to Servo Hesperia 

Survey and Mapp~ •••••••••••••••••••••••••••••••••••• 
43,290 Feet or 4~-Inch OoD. ~1po •••••••••••••••••••••• 
42,768 Feet or 2-3/8-Inch O.D. Pipe ••••••• ~ ••••••••••• 
2 Railroad Crossings •••••••••••••••••••••••••••••••••• 
1 Di:tr1ct Regulating Station ••••••••••••••••••••••••• 
;'00 Service and If.eter Installa.tions ••••••••••••••••••• 

Total Direct Cost ••••••••••••••• 
Overhoad and Contingency at 7~ Percent •••• ~o •••••••••• 

Interest during Construction (4 Months at 6 Porcent) •• 

Total Project Cost •••••••••••••• 

Applicant intenes to pay tho cost of cor..structio11 requirod 

in rendering tho proposed service out or its income and such other 

:runds as m.tly be or have been obtained 'by means of the issua:lCe 0'£ 

such stoCk, 'bonds, notes or other evidences or 1ndebtedne~s as the 

Commission has authorized, or shall hereafter, upon proper appliea­

tion, ~uthorize tor that purpose. 

Proposod Rates ~or Sorv1co 

Applie~t proposes to caargo tor gas service 1n the 

roquezted Hesperia area at the same rates which it now charges 

undor its presently .filed rate schedu1es~ wl:dch rates are in e.f.fect 

in the adjacent Victorville and Apple Valley area. Applicant 

estimates the revenue trom domestic and ~ll commercial aorvico 

at $1~0.5 por Mct, from regular commercial serv1ce at $0.70 per Mc.f 

and troI:l go.~ engine service at $0 • .55 per Mct. The ost1ma.tod 

customers, sales and revenues tor tho first and third year as set 

forth in E:-..h1bit No • .5 tollow: 
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Number 0'£ Sales 
Class of Service Customers Mer Revenue 

F 1r~t Yoar: 
Domoet1e and Small Coml. 289 28,900 $30,~ COmm.¢reia.l ~ lO,363 ~,2 
Ga$ Etf.s1ne 1$.C;$2 z;2l= - 46,l$3 Toto.l 300 $4,81$ 

Third. Year: 
Domo~t1e o.nd Smo.ll Coml. 499 49,900 $~,39~ Commercial lO 20,726 ,50 
Gas Eng1ne ~ 2~t128 12z8~O 

Total $18 93,954 79,73.3 
EconomieA o~ Project 

Applicant estimates that during tho t1r~t year it will 

earn Q return or 4.6 porcent on it3 investment 1n this project and 

during the third year $.6 percent under tho rate levels presontly 

effective 1n Victorville and Apple Valley. The ~thod, ~3ed by 

applicant to estimate and compute theoe returns 1s shown !n 

EXni~it No. $ and i3 summarized ~elow: 

:REV'ENtr.E 
Do~~t1e and Small Commercial 
Commercial 
Ga$ Eng1ne 

Total Revonuo 

E<PENSES 
Cost ot Gas Purchased 
~ran~3$1on and D1stri~ut1on 
Customers' Accounting ~nd Colloeting 
Sales Promotion Expen3e 
A4m1nistrativo nnd G~noro.l 
Deprecia.tion 
Taxes, other than Federa.l Income 
Federal Income Taxes 

'rotal Expenses 

-$-

First YOAr Third Yenr 

2l,61S 
3,042 
1,431 
1"2~ 1,0 
4,,4; 0 
4,077 
2,431 

39,309 

6,,844 
147,,928 . 

4.~ 

$ $2,39$ 
14,508 
12,8~O 
79,733 
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By EXhibit No. 6 applicant e~t1m4te~ tbst by the ~d or 
the th1rQ year th~ Heoporia exten~1on will tmprove its ~14tem rate 

of return t~om 4.72 percent to 4.82 percent Q~sum1ng tut~re cyotem 

¢Arn1ng~ at tne levol exporienced tor the 12 months ended 

December 31. 1956. 
FrQneh1~e and Comnet1t1on 

Applicant now de~ires authority to oxercise the county 

tranch1~e it pre~ontly hold3 ~der Ordinanco No. 794 or the County 

ot S~n Bernard1no~ Calitornia, in Town~h1po 4 North, Ranges 4 and 5 

We3t, S.B.8.& M. w1th~ San BernarQino. County- App11cQnt otnto~ 

that a cort1t1ed copy or franchise Ord1nance No. 794 waz att~chod 

00 Exhibit A ~ 1t= App11e~t1on No. ~8678~ An~ by rererence 

incorporateo sucl'l francb.ise 1n tb.i" record. 

Applicant repr030nts that no other pub11c utility, 

corporat~on, pe~son or entity , p~b11c or private, ha~ been 

certificated by tho Comm1~s1on to render tho type ot zervlce which 

it propoeeo to rendor in th1a aren, ~nd th4t 1t would not compote 

with any other public utility 1n th13 area. App11cant mentions 

t~t the P~e1ric Gas and Eloctr1c Comp&ny is 1n pos~ession or 

cortain 1"ro.nch1$o right!J in San B¢rnardino CountY' and ro~ers to 

County Ordinance No. 760 adopted on or aoout Apr1l 4, 19$$. 

Applicant furthor otates 1ts be11et that othor pub11c ut111tioo, 

eorpor~t1ona, perao~ And/O~ entitio3 are also in po~s&a3ion or 

nonexclusive tranch1se= tor tn~ ~~o ~osos granted by the Board 

ot Suporv1oors 01" the County or San Bornard1no. 

F1nd1~e and Conelusions 

Tho rocord 1ndietltes th.o.t appliclSLnt has 3utficient gas 

available under ito ro~alo purehAao eontrnet with tho Pac1tic Gcz 
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and Eleetric Company to serve the proposed Hesperia load and that 

its ga3 suppl:v will be adoq,uato tor a revT :vears in the 1"uture. 1 

Arter cons1dGr~g applicant's ~quest the Co~ss1on tinds and 

concludes that the He3po~1a area should develop and that the 

proposed construction 1s warranted; that public conven1ence and 

neee$s1t~ require the construct1on~ use~ operation and maintenance 

ot gas pipelines and the exercise or franehise r1ghts in To~shiPz 

4 North" Ranges 4 and $ West, S.B.B.& M. subject to t he l1m1tatio~ 

and conditions set l'orta. in the orde~ herein. 

The certiticate ot public conve~~ence and nec~ssity issued 

herein is subject to the tolloWing provision ot law: 

That the COmmission shAll havo no power to au'chorize 
the capitalization ot the franchise involved herein 
or this certificate or public convenience and nece=­
s1ty or tbe rignt to own" operate or enjoy such 
franchise or certiticate or publ1e convenienct~ .and 
necessity 1n excess or the ~ount (exclusive ot any 
tax or annual Charge) actually paid to the stat~ or 
to a political subdivision thereof as the cOn3idera­
tion for'tho grant of 3uch franchiso; certificate of 
public conven1ence and necessity or right. 

ORDER .... - -----

ZAe above~entitled application having ~en considered" 

public hearing having oeen held" the ::ns.tter having been submitted 

and now being roady for decision; therefore, 

!T IS HEP3.BY ORDERED: 

1. That Southv/est Gas Corporation 'be a:cd it is granted a 

certificate that ~ub11e convenience and necessity require the 

1 
While this area is outside or the area. mentioned in the 
applicant's resale eontract with Pacific Gas and Electric 
Compa.ny" it 1$ the Comm1:s1on's under::to.nd.1ng that Paci1"1c 
doos not oppose the extension to serve the Heoperia area. 
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construct10n7 use 7 operation and maintenance or s ga~ ma~ extension 

generally as described in this application and req,uire t~ exerci:Jo 

or the right, privilege and franchise grtmted. to it 'by Ordinanee 

No. 794 or the County or San Bernardino and the necessary extension 

or its gas line through and to provide oerv1ee to customers in 

Townships 4 North~ Ranges 4 and .5 West, S.B.B.& M. San Bernard1:lo 

County. 

2. ~b.o.t a!>Pl1cant may deviate rrom its tiled. Rule all<! 

Rogulation No. 15 in accordance with Section (G) (v) thereo1" ill order 

to install the mains a.nd serve the cU3tomer s as eontem:r>la.'ted i:o. 

tho Hesperia area. 

,3. l'bat extonsions to serve a:r;.y ne ..... customers" other than 

those contemplated in this application, shall comply with a.pp11e~t T s 

R~e and Regulation No. l5. 

completion of this !>roject7 shall rile with this Cocm1zsion a 

detailed statement or the capital e03ts and rela.ted facilitios tor 

the Hesperia areao 

50 That c.pplieo.nt sb.llll .sogrogato 1t.s eep:'tal invo.s:t:ont and 

operating expenses witb.!n tho Hesperia. area. fro: the remainder ot 

the system" and maintain ::-OCO::-0.3 in such manner as will enablo 

rste or retur~ studies to be prepared zeparately tor th13 district 

in the future. 

6. That applieant is authorizod to sell gas at its filed 

rates pre:ently etrective or at sueh level as may oe etreetive at 

the ttme eerv1ce is commenced and seall so revise its taritf3 and 

ret1le the sa:m.e~ in accordance 111th the prOvisions ot General Order 

No. 96 7 prior to the time service is :t1!"st 1nstituted. Sueh tiling 
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shall become et~ect1vo on not less than ~1ve days' notice to the' 

Comm1ssion and ~e pUblie. 

I'!' IS FUE~EER ORDERm> that the limitations placed by the 

"Further Order~g" paragraphs ot Deeis10n No. $4842 under Application 

No. 38678 a.re hereby amended to exclude the Hesperia areal herein 

a~thor1zed, from suCh l1m1tations. 

The authorizations herein granted will expire it not 

exereised w1tbin two years atter the date bereof. 

The effective date of this order shall be twenty days 

atter the date hereof. 

Dated at __ san __ Fr.I_:L:l_QSC_·_:Q_, __ _ 

day or ___ '-:-k ... o .... " ..... 'n."""!E" ___ ~ 


