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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

Docision No.

In the Matter of the Application of
SOUTEWEST GAS CORPORATION for a
cortificate of public convenZtence
and necessity under Article 1 of
Chapter S5 of the Public Utilities:
Code to construct, operate and main-
tadn & natural gas distridbution
system and to exercisesall permits,
ocasement s and franchises which may
be used or uceful in comnection with
& natural gas distridbution system in
the vicirnity of Hesperia, County of
San Bernmardino, Californis.

Application Noo, 38885

W. M Loub and C. H. MeCrea, for applicant.
Walter E. 3ailev, for California Electric Power
Company; J. J» Denel and Bert Buzzini, for

California Farm Bureau Federation: gg6§irgg§§
W. Kalnas, for Rimcock Estates-Apple Valley;
Edward K. Curlev and Wilbuw F. Gregg in ’
proprie personae; Interested partiocs.

Robert O. Randall, for the Commission's stasf.

OPINION

rl

Applicant’s Request

Soutkwost Gas Corporation, emgaged in the busimess of
selling and distributing nstural gas in coertain portions of
San Bernmardino County az a public utility, filed the above~entitled
appllcation on March L, 1957, requesting that the Cormissien duly

give and meke its order:

l. Granting and issuing a certificate of public conven-
lence and necessity authorizing the spplicant to
exercise franchise rights in Townships L North,
Ranges L and 5 West, S.B.B.& M., amd to construct,
operate and maintain the natural gas system and to
provide gas service substantially as described 4in
this application;
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2. Granting applicant authority to deviste from its
filed Rule and Regulation in accordance with
Section G thereof in order to install the mains
and serve the customers as contemplated in this
application.

A map showing the propesed distributlon line oxtenslion I1s set forth

in Zxhibit No. 2 in this procesading,
Public Hearing

After due notice, a public hoaring was held upon this
application on April 2L, 1957, in Victorville bafore Examiner
Manley W. Bdwards. Applicant presented seven exhidits and tostimony
by three witnesses in support of its application. The Commission

stell, represented by a gas engineer, cross-examined applicant’s

witnesses for the purpose of developing a full record to 81d the
Commission in deciding +this matter. The reprosentative of the
Cal ifornia Farm Bureau Federation 8130 cross-examined the witnesses.

Four prospective customers living in Apple Valley appeared
and sought information as to why the applicant would undersoke a
main extension to Eesperia when there were zany customers unserved
in Apple Velley. The reply of one of applicant's witnesses was
that where customers in Apple Valley will advance s deposit for
extension footago In excess of 100 feet, in accordance with the
extenslon rule, service normally can be furnished within three
weeks. He offered to survey the area that appeared %o be in
difficulty and furnished results of such survey in lato-riledA
Exhidbit No. 7. This survey showed the following distances from
oxisting gas mains:

Jorn We KalR8S ecvecevavacoene 781 foot

Russoll E. Proctor seeseeeeess 3,120 1

Fodward Ae Cux'ley sss0ocrasrnse 1’960 "
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The current rate of advance 1s $1.00 por foot in excess of 100 Leet,
which would require very sizeadle advences from these customers.
These customers should contact the other prospective customors in

the area and attempt to work out a project with the applicant that

would make gas sorvice available at loss unit cost than if Just

these four customors are sorved.

Avplicant's Position

The Hesperia territory, whick is developing rapidly, lies
within an ares covored by a franchise granted to applicant by the
County of San Bernardino, but heretofore the Comnission has not
granted a certificate for the spplicant to exercise the franchise
in such territory. Appllcant's swvey has indicated that sufficient
protective load has developed to warrant it in extending its pipos
into the area. During the first year it estimstos that 300 new
customers can be served and by the third vyoar, 518 customers of all
classes. Applicant expects to serve natural gas obtained under its
resale contract with Pacific Gas and Eloctric Company dated May 23,
1955+ Applicant ropresents that Its supply of gas under this
resale contract 4s adequate to supply the indicated additional
load.

Applicant states thet the initial construction of ‘the
system ‘as proposed in this application will require it to deviate
from its filed Rule and Regulation No, 15. However, aftor the
initlal construction has been completed, applicant proposes to
provide service to the balance of the requested territory strictly
in accordance with such rule and in such form ss ey then be
effective. Applicant states that at no time will any deviation
from said rule be, or be permitted to become, a durden upon its

exlsting sustomers.




Proposed Construction

The propesed constructlon involves some 86,000 fest of
plpo at an estimated total coct of $18,658. Exhivit No. L shows
the Lfollowing breakdown of this estimate:

Estimated Cost of Proposed Project to Servo Hosperia

and Mapping -.....-..-.-l.--............--..--.. $ 500

’ Foot of LA=-Inch OuDe PIPO cocccvoccnccencncncence 62,77
2,768 Foot of 2-3/8-Inch 0uDe PIPO veceevoncscoccacces 43,1
2 Rallroad CroSSiNgS eececcocceccecssacscsancrnnconcons 1,600
1 Dictrict Regulating Station cececeresscecssccnccccans 2,000
300 Service and Meter Installations ceececeevecccscverene 25.500

Total Direct COSY secescccccnacas 135,525
Overhoad and Contingency &t 72 POrCOnt secesrcscccccsves 10,168
Interest during Construction (L Months at 6 Porcent) .. 2,919
Total Project COSt eeeescecccecnss $1U48,658

Applicant intends to pay the cost of comstruction required
in rendering tho proposed service out of iIts incomo and such other
funds as may be or have been obtained by means of the issuance of
such stock, bonds, notes or other evidences of indebtedness as the
Cormission has euthorized, or shall hereafter, upon proper applicae-
tion, anthorize Lfor thaat purpose.

Pronosod Rates for Sorvice

Applicant proposes to charge for gas service 1n the
reguested Zesperia area at the same rates which 1t now charges
under its presently filed rate schedules, which rates are in effect
in the adjacent Victorville and Apple Valley sres. Applicant

estimates the revenue from domestic and small commercisl service

at $1.05 por Mcf, from regular commercial service at $0.70 per Mcf

and fron gas engine service at $0.55 per Mef. The ostimatod
customers, sales and revenues for the Lfirst and third yoar as set

forth In Exhibit No. S follow:
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Nunmber of Sales
Class of Service Customers Mef Revenue
FPirst Yoar:
Domestic and Small Coml. 289 28,900 $30,3%E
Commarcinl, g 10,363 g:z
Gas Engine 6 15,552 2 59 (
| Total 300 sS4, 815 46,153
Third Year:
Domoastic and Small Coml. 199 49,900  $52,395
Commercial 10 20,726 1,508
Gas Engine -2 23,328 12,830
Total s18 93,954 79,733

Economics of Profect

Applicent estimstes that during the first year it will
earn a return of L.6 porcent on its investment iIn this project and
during the third year 5.6 percent under the rate levels prosontly
offective In Victorville and Apple Valley. The method used by
applicant to estimate and compute these roturns 15 shown in

Bxhibit No. S5 and is summarized below:

Pirst Year Third Year

REVENUE '
Domestic and Small Commercial $ 30,3%£ $ 52,395
Commercial 22 lh,gOS
Gas Engine ’ 12,830
Total Rovonue 46,153 79,733
ZAPENSES
Cost of Gas Purchased 21,615 37,0&2
Transmission and Distribution 3,042 5,77
Customera’ Accounting and Collocting 1,431 2,720
Sales Promotion Expense l,Zgz 2,2ZE
Admindstrative and Genoral 1,0 1,9
Depreciation L,460 6,095
Taxes, other than Federal Income L,077 6,117
Federal Income Taxes 2,131 ' 6.873
Total Expenses 39,309 68,999
NET REVENUE 6,8 20,82L
RATE BASE 14.7,928 ¢ 193:323
RATE OF RETURN L.6% 56%.
|
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By Exaibit No. 6 applicant estimates that by the end of
the third yoar the Hosporia extension will Ixprove 1ts system rate
of return from [.72 percent to L.82 porcent assuming future cystem
sernings at the level experienced for the 12 months ended
Docember 31, 1956.

Franchise and Commetition

Applicant now deszires authority to eoxercise the county
{renchise It presontly holds under Ordinance No. 79L of the County
of San Bermardino, Californis, in Townships 4 North, Ranges L and §
Weat, S.B.B.& M. within San Bernardine County. Applicent statos
that a cortifled copy of franchise Ordinance No. 794 was attached
as ExhIbit A In 1ts Application No. 28678, and by reference
incorporates such Lranchise in this record.

Applicant repreosents that no other public utility,
corporation, person or entity , public or private, has been
cortificated by tho Commission to render the type of service which

it proposes to rondor in this area, and that It would not compote

Qith any other public utility 4n this aroea. Applicant mentions

that tho Pacifie Gas and Electric Company 1s in posaession of
certalin franchise rights in San Bernardino County snd rofers to
County Ordinance No. 760 adopted on or about April L, 1955.
Applicant furthor states 1ts belief that othor public utilitios,
corporations, persons and/or entitises are also in pPossession of
nonexclusive franchises for the same PUrposes granted by the Board

of Supoervisors of the County of San Bornsrdino.

Pindinzrs and Conclusiens

Tho rocord indicates that applicant has suflficlent gas

avallable under its rosale purchase contract with tho Pacific Gas




and Electrlic Company to serve tho proposed Hesperis load and that
1

its gas supply will be adequate for a few vesars in thke future.
Alter considering applicant’s roegquest the Commission finds and
concludes that the Hesperis aroa should develop and that the
proposed construction 1sc warranted; that public convenience and
necessity require the construction, use, oporation and maintenance
of ges pipelines and the exerclise of franchise rights in Townships
4 North, Ranges L and S West, S.B.B& M. subject to thoe limitations
and conditions set foxrtn in the order herein.

The certificate of public convenience and necnssity Lssued
herein 1s subject to the following provision of law:

That the Commission shall have no power Lo authorize

the capitalization of the franchise involved herein

or thiz coertificate of public convenZence and neces-

Sity or the right %o own, operate or onjoy such

franchise or certificate of pudblic convenience and

necessity in excess of the amount (exclusive of any

tax or ammual charge) actually paid to the state or

to a political subdivision thereof as the considera-

tion for'the grant of such franchise: certificate of
public convenlonce and necessity or right.

The above-entitled application khaving been considered,
public hearing having been held, tho matter kaving been submitted
and now being roady for decision; therefore,

iT IS HERZBY ORDERED:

L. That Southwest Gas Corperation be and 1t is granted a

certificate that public convenience and necessity require the

L

While this area 1s outside of the sres mentionod in the
applicant's resale contract with Pacific Gas and Zlectric
Company, 4t L3 the Cormizsion’s vnderstanding that 2acific
doos not oppose the extension to serve the Hesperia area.




construction, use, operation and maintenance of a gas main extension
generally a3z doscribed in thisz application and require the exercise
of the right, privilege and franchise granted to 1t by Ordinance

No. 794 of the County of San Bernordino and the necessary extension
of its gas line through and to provide zeorvice Lo customers in
Townships L. North, Ranges L and 5 West, S.B.B.& M. Ssn Sernardine
County. .

2. That applicant may deviate from its filed Rule and
Rogulation No. 15 in accordance with Section (G} (v) thersof in order
to Iinstall the mains and serve the cuatomers as contexplated in
tho Hesperla area.

2. That extomsions to serve any new customers, other than
those contemplated in this application, shall comply with applicant's
Rule and Rogulation No. 15

. That appliecanmt, within .aix months following tho dato of
completion of this projfect, shall file with this Commission a
detalled statement of the capital costs amd related facilities for
the Hesperis area,.

5o That opplicant shall sogrogeto 1ts cepivel invostmont and
operating expenses within tho Hgsperia area from the remalnder of
the system, and meintsein records in such manner as will enable
rate of return studies to be prepared soparately for this district
in the future. .

6. That applicént is authorizod to sell gas at 1ts filed
rates presently effectlive or at suck level as may be effective at
the time service is commenced and skall so revise its tariffs snd

refile the same, in accordance witk the provisions of General Oxrder

No. 96, prior to the time service is first instituted. Such £iling
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shall become effectivo on not less than five days' notice to the
Commission and the public.

IT IS PURTHER ORDERED that the limitations placed by the
"Further Ordering” paragraphs of Decision No. S4842 under Application
No. 38678 are hereby amended to exclude the Hesperia area, herein
authorized, from sueh limitations.

Tho authorizations herein granted will expire if not
exercised within two years after the date hereof.

The offective date of this order shall be twenty days

after the date hereof.
. ‘ /
Dated at San Francisco s California, this "/%

day of ' k e @
‘ kY
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Commissioners




