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SouthcNe.s.t Gas Ccn:poratiou· seeks a certificate of public 

convenience and necessity to coustxuet, operate and maintain a 

natural gas system in the Lake Tahoe area of Placer County" .. 

California. It further seeks a certificate to exercise franchise 

. ..' 
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:d.gh~s 'Conde'! a f:ranchise obtained' from Placer Couney .. - ? 
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Applicant also seeks authority to devi.ctte from its main ext~nsio~ 

rule fo: a pericxi of'-ewo years in order to, consttuct'the fae~litiCS 

req,uil:ed to serve the prospective customers and further seeks': 

authority to file tariffs including a c:pecial condition WbiC~:",WOUld 
impl~n~ a new type of' marketing program. ' 

Public hearing was,heldbefcre Examiner Patterson on 

June 29,.:lond 30 and July 1 an~ 2, 1965-.. 4t;!ahoeCity., . Several 

witnesses suppo:rting the appl.i..;.ctt'ion were' called by applicant. No, 
o • • • • , 

protests were entered eo granting the application, except that Sierr~ 

PaeificPower cClllpany ancl the 'Commission staff both voiced strenuous' 

objections to the proposed ~ntensivc marketing program ... ' 'Ih~,staff 

..uso questioned the advisability of proceecling with any portion' ~f, ' 

:he proposed 'system south of TaboeC'ity until its _economic' feasi:"', 

bilityhad~en proven by signed, applications' for gas service from 

a sufficient number of prospective customers. 

'!be natural ges·supply for the proposed system·is to be 

t:ensmitted through· a 21~mileS ... 518-inch O~D.· welded steel pipeline 

extending £:rOQ 2. point on applicant's l':orthern ~~evada· system near 

Ca:son Ci'ty, Nevada. to 'the north end of Lake Tahoe 'neaT 'the 

California-Nevada state line.- Autborityto eonstruct this Zl-mile' 

transmiss.ion line wa.s obtained by an orde:r of tile Federal Power 

Comission issued June 3, 1965, in Doekc'./! I~o. CP6S-333 : (:£xhibit No •. 2) • 
~ ( 

F::om' 'this 'transmission line applicant proposes ,to dis-trib\j.tenaem:.al 
" "' . 

gas, in the first year of- operation to approximately 400 customers 
2/., .. ,. 

p:rincipally in vlashoe: County, Nevada-;- and to, approximately 2: ,SOO 

customers in Placer County, California. 

£I 
Applicantw.as-.granted a certificate for the Nevada operation by 
an opinion and order of the Nevada Public. Service· Cormnission ' . 
decided July 1" 1965 in CPC No.. 661. The opinion shows" that by 
stipul.ation the marketing program was withdra~'llfrom-the appli ... 
e::.~ion,. ,. , , . 
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!be proposed pipeline system in Califoruia, intended to 

serve 2,517 customers in the first year of opex4tion, will consist 

of 98,900 feet of 6-incb steel pipe, 6,300 feet of 4-inch steel, 

pipe and 224,500 , feet of 2-incb plastic pipe. The ins,talled cost 

of this system including meters and services as- summarized· in 
/ 

Exhibit D is estim4ted to be $1,228,155 which; along witil $40 ,549 

of gene:ral plant facilities ) results in a total investment ,for'the ' 

first year' of operation of $1,268·,704. Applicant estimates that 
. "- ..', 

377 customers will 'be added in 'the seco:ld yeax of operation .and :434 
, , 

, , 

custome:rs i-o:he third year. On the ass1Jlllption that additional 

distribution mains would, be required for only balf of eheseaddi-
, .. 

tional customers applicant es.timates, that the added facilities in 
. . \ ' ~ 

the second yca:rwill amO\lUt to $S9~410 for xna~, services:,and': 

meters and $934 for general plant and in the tbud year' $.6S·,355 for 

reaiDs, services and meters and $4,547 for general plant. 

The proposal to use polyvinyl chloride (PVC) 'type II Hie! .. 

Impact plastic pipe for 2-inchand smaller distribution mains and 

services is in accord witb applicant's practice in recent, years of 
" 

utilizing 'such plastic material for the smaller sizes of pipe,. 

Applicant's Vice President-Engineering testified as to the cbaraeter­

:!os,tics) performance and suitability of this material indicating that 

savings in installed cos,ts, of c;tpprox1mately 20 per cent for 2-:i.nch . 

~ix:.s ~<i frorl l5 ::;>e~CCtlt to 20 per cent for~ccs result ,from . 

its 'use. 

As shown by Exhibit No'. S, recent' field inspectionS made' 

on applicant's system-at Big Bear Lake show no signs of deteriora­

tio:l. in plastic pipe which has been in use for approximately three 

years. He testified that the same encouraging'result$have been 

obtained f,.;om insPections made of plastic pipe installed more than: 
, ' 

,ten years ago. 
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A spokesman for the Tahoe City Public Utility District 

stated that the District was in z~or of bringing natural 

gas :into the .ar.ca but ",:r.as somewhat c:c:c.ettrCccl ~bout the use 

0: plastic ?ipe. 'the record indicates however that from the dis­

cussion held between :-epresentatives of tbeDistrict and applicant 

there is::1o se:oious point of disag:eement and that the ins'tallation' 

0: plastic pipe ,:will not interfere with the District's operations,. 

rile record shows that to fac,ilitate location of tbe, plastic, pipe) 

and for reinforcement purposes, 4-foot s.teel sections, wilt be in-, 
"', . 

stalled at all street', intersections and at allser~iee, takeoffS. 

f:rom. the di$txibutionmains. 

'!be, proposed piping system which will ext:end from the 
, . , 

califoxnia-Nevaoa border .around the northwest shore of'L.a.'ke '.tahoe 

to the Placer County-Zl Dorado County line is shown on three map~ 

which constitute Exhibi.t B.. The record shows tha.t with respect 

'1:0 rights of way e.nd "easemen~ very !C'W propexty owners will' have 

:0 be cont~cted' as mos,t of the pipe will be located wi~instate' 
" , 

highw.'lYs) city :xoadsand dedicated streets·. 

Ey.hibit E consists' of flow diag:.'!lllS 'lh'hich show operating 

pressures z.t vax,iouspoints on the systemcluxing estimated, peak 

hours in the ye.o.rs 1966" 1967 end 1968. .. 

Tae rates applicant proposes to charge are set forth in 

Exhibit No.6. A r.;:.t:e fo: inte:rruptible service Schedule, No. G-60 
. 

i~ included, al:bouzh t11o:-e .:lre no ir.t:e:r~,!-1,ptible cu.c;'Comers. con-

te::nplatcd in the, £i-rst thxee years of opeX'ation. Tbe X<lte' fox 

General N~~..-:t:al G:lS Sc::vice, Schedule No. G-10 is thesa.n:erate 

tbat i~ proposed for the Ncvad.'l ext~sion ~::I.d t!l.3.t is' noto: ebarsed 

~oughoU1: .:l.pplieant 'sNorthc:r:l 'Nevada' servico ~rea. Applicant', 

~I 
, 
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contcndsthat in order to make this, level of ::ates'available to, 

,customers in the Ta.'loe area it will be necessary to engage in .an 

intensive marketing progra:n. Although applicant's evidence, in-
, , 

cludingExhibitNo. l~demonstrates that natural gas service can 

be rendered \Oder Schedule No. G-IO' for commercial and domestic 

uses at charges which) in general" are significantly lower than 

those prevailing fo~ other types of available fuel, applicant'main-
',' 

tains that the price differential alone is not sufficient -,to' "induce 

the necessary nucber of customers to~~o!lvcrt from othc~ forms-of' 

fuel. This co'O.te:ltion is, based on applicant's experience ,that ' of 

the many customers, ·~ho find it will be necessa:ry to, upg:r~ tbeir~ 

house piping to me~t" building, : code requi:rements a,s1gnif'icant 

:l.\l:Ilber axe unable o%' are reluctant to proceed because of" 'the cash 

outlay requirc(l. 

to encourage customers t~ convert, to natural gas ,and to! 

encourage l.l.' gre.ate:: usage ofn.atu:ral g.:::.s at higher loadfacto:rs, 

applicant pro?oses under Spc~ial Conci;;'~ion Z of Schedule No. G-10 

to r..lrnish .:lnd inst8.l1 upon request of the, owner of the premises, . 

such house piping as may be required by local plumbing codes and' 
industry acc~pted ~a£ct7 stzndarcls, fo: s'.l?plying :lstural" 8.2Sto all 

S3.S appliances locat~d in e3ch Single faruly dwel:i.ing T.mit:o;.lhich is 

separately metered on the pretlises. The char~e for ,this, service ' 

wouldb~ $1~3~ pex, mont:l per house piping i!'!stalla~ion'per dwelling 

Also'upon rc~~ezeof the owner applicant wouldfu:nish ,. 

c'l:!:cl instsll a~:,ater hee.zer 0:': ade~'Jate size for all ,domestic pur~·· 

poses except space ;'-~ca~;';.::;g. ~b.e c~argc for this s~rvice 'Wo~ld·' 

be $1 .. 20 per mont:h perwatel'oeater for 120 months ~ 
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In each case tbe tariff provides that the house piping 

or the water heater shall be and. remain the propertyoftbe utility. 

The ea~if£ also provides (ha~ the bouse piping or the water heater 

may re:nain on the premises served after payments have be~ made 
. ~ . 

fo:: the prescribed ·120 .. montb period but no charge would~be.m.a.d:e 

tb.ereafter •. 

In the application as. filed, applicant had proposed to 

offerthc house piping' and water heater at no cost to the cus·tomer. 

Applic~t's Executive Vice President testified that this proposal 

was mod~fied so as ~o ~corporate the monehly charges exPlained 

above, because in Nevada where his company had pioneered this . 

marlteting program considexable OPPOSition had been exPressed. by· 
." 

competing fuel intexests, including utilities, and considerable 

sentiment had· been found among regulatory commissions in fa.vor· of 

there being· a specific: charge for the specific service supplied . 

rachel: than. ha.ving the . ,additional investment supported by all rate 

payexs. lie also testified that his company bad· been required to. 

cease and desist from providing the free services by an oxdcx·o£ 

the Nevada Public: Service Commission and that the matter of this 
. . ' 

ma:rketingprogra:n would be the subject of a rehearing before. the' 

Nevada·Commission. 

Applicant presented' three exhibits in support of the econom­

ic feasibility of the proposed extens:r;on~ Exhibit C attached to the 

application sponsored by .app 1 ic: ant , s Assistant Vice p:resi'dent in cllaxge·· 

of rates,.and special studies contains the basic market dat.aand anal-

ysis of estimated revenues and·,costs. 
. ' 

The· a:tlalys!s was. prepared Up0:l·· .. 

the-b~sis of .:tlot assignirlg. any of the ,Northern Nevtld.a transmission or 

system eosts to the ,!ahoe proj ect. but includitlg cost' of gas. at 'the 
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price paid the supplier at the .ldabo-Nevada border ·and including_ -

in cost a rate of retm:n .of 7~ per cent.. !be results of this 

study show that-the project would contribute towards meeting -

overall system costs as eseimated revcnue.s would exceed co~ts in 

each oftbc first three years of operation) the excess betng - -

$93)137 in 1966, $109,656. in 196~' and ~'143, 921 in 1968. 

The ot:her 1:'WO swdies relating to economic feasibiliey 

were presented by applicant '8 engineering consultant. _ In Exh1bi t -

No. 7 be showed an estimated snrmTlary of earnings for the, yearr:. 

1966 through 1968 forapplica.n1: f s enti'X'e Northern Neva.da'system 

includiug the Tahoe extension. !he' rates of return shown in -

Exhibit No.7 are 5 .. 77. per cent for 1966, and 7 .. 0Spex cent for 

each o£tbe ye~rs 1967 atld_1968. 

In Exhibit No. S tb~ consultant presented an analysiS 

which he. described as the No:1±! Tahoe project contribution to 

system eosts above. actual return for the years 1966 th:ough,1968.· 

In :his study he priced gas to the-dist:ribution system at appli­

cant's filed wholesale rate applicable 1:0 sales to South Iahoe 

~ Comp.any, and be included' 1'a,1:e . of re'tm:n at the system. xeturn 

c!evelopedin Exhibit No.7. !be study shows that the C-alifortlia 

distribution system would . contribute revenues which· would exceed 

the Northern NeVAda full system costs,. il.'lc 1 uding return, by . 

$24,29S.in 1966·, $11,533' in 1967 and $8,929 in 196$· •. Exhibit No.8 

also shows that for the yea:r 1966 a -reduction in the -estimated " 

nu:nber of':residelltial: customers to besexved- of 318:-or a -:red~tion 

in the estiraatcd Mcf of sales of 38,630 Mcf would -eliminate the 

excess revenues. Similarly) reductions. to eliminate-, excess revenues 

fo: the years 1967 and 1968 are sbown as 151 residential CUS1:Omers 

-7-
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or 18,338 Mcf for the yea::: 1967 and 117 res.idential customers, or 

14,198 Mcf for theyes,r 1968. 

In Exhibit No.9,) appl:i.cantts consultant presented a 
.";.,,-

s1JlllIJl3.ry of the results of 14 months of sales promoiion and load 
. , 

, ' 

development efforts in the Northern Nevada communi~ies served by . 
, ";., '. i 

applicant. This exhibit sbows in general that the;percentage of:" 

customers using natural gas and their usage of gas,. increase 't'1ith ' 'V"" 
, ~~ 

an increase iD. salespromoeion contacts. 
'>'IJ ~ 

",\.' ~" 

Exhibit No. 10, a compi.lation of tariff';;acbedules,sbows, 

that in, the state of ~ashington it is not unusualf~r utilities 
'.;;. , 

to offex renta.lse~'1ice for water beaters' or for sp.ace heating' 
" , 

eonvexsion equipment. 
. . 

, j • .... ' 

In Exhibit No. 11, applicant 's eonsult.ant~prese'Jlted 

support for the p:roposed monthly cha:-ge of $1.30fo~' the bouse 
", 

piping and $1.20 for' the ~ater heater. 

Exhibit No. 12 also prepared by applicant's consultant, 

presented a comparison of costs for residential usages of .the~ .. 

var.ious types of fuel ene:rgy available in the North Tahoe' area .. 

For space heating it shows a.n averageeost per therm of'25 .. 6cents 

for propane, 13.9' cents for heating oil and 14 ... 8 cents for· natural 

gaS'at tbe, proposed rate for the'custome:r who 'uses gas'otll'y for 
.. 

space heating. '!he exhibit ShOWS,. howeve:r, tbat if the' customer 

we:reto use natural gas also for water beating,and the water. 

heating use is priced as a base load, the space beating:; cost ,drops, 

to 11 •. 5. cents per ·therm. The comparison of water heating costs,' 

aSSuming water; beating as the base load, is 23.9 cents, per therm ' 

for natural gas as compared with 25.6 cents for propane and the 

average monthly bill for the natural', gas 'IN'ater' heating. is $5.81. 

-8 .... 
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as compared to $7.99 for electric wat:er heat:ing. 

!be record shows that presently space beating require-

ment:s are supplied 86 per cent: by propane and 14 percent by oil, 

w.o.t:.er heating 66 per cent by propane and 32 per cent by· elecp:-icit~ 
and all other energy' :equixements iicluding cooking axe supplied 

predomina:.o.tly by electricity~. 

Applicant's consultant testified that it would not be 

economically feasible to bring: natural gas· into the Tahoe area. of 

Placer County unless applicant wexe to engage in the intenSive 

marketing program as proposed. He further testified 1:bat the . 

marketing programwa.s designed to meet the particulax cirC\1mStances 

at Tahoe and should not be compared wi1:h applicant '8 marketing. " 

program at 'Las. Vegas where the selling and financ~g of appliances 

is dixected ~t encouraging gas usage for new construction~nor' 
.' 

wiCh applicant's pxo~amat~ig Bear Lake where the competition 
'. 

from other fuels is. not as gxeat and the wholesale lev~l of'gas 

rates is significantly lower" so that applicant's' rate structUxe 

permits a higher rate for customers using gas for heating. only as 

a meanso£ . encouraging mUl t:i:-usage of gas. He also point:ed ou~ 

that a~ Big Bear I.ake
7 

al1:bough a high percentage of prosPective' 

C".lStomers have signed up' for gas·) many of tilem have not taken 

service due tQ .. the obstacle presen1:ed in completing. ru:rangements 
, .. . 

to convert house, piping so as to meet coee requirements .. He 

emphasized that) in his opinion, to make the Tahoe'extension 

economically feasible) it would be necessary fox'. applicant to 

conver't a substantial number 0'£ existing customers frouithei:r 

present f-'~l uses to u::ul ti-usage of' natural gas and such converted 

cus'tomerswould'include present. electric custotll(;rs of Siena 

-9-' 
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Pacific Power Company. He could not s.pecify, however) bow many 

converted customers, eimer fxom eleet'ricity or fxom the dthex forms 

of fuel, wexe included in applican~'s estimate of number of 

customers to be served. 

He expressed bis view that it is. almost universally 

recognized ihat sales promotion expense, sales promotion efforts 

and a cO:l.~i"Cuing program of encouraging the use of utility services 

are rea~onsble and proper activities of a utility and stated that 

the prinei.pa.l 't'estxietions which have been imposed are those to 

assure nondiscximinatory txeaement among the public ,at large and 

toassm:e that the activity would not bean unclue bU'rden on any 

one group of customers. He directed attention to this Commission's 

Decision No. 60&14 at 5& Cal. P.U.C. 27 and Decision No~' 60615 at· 

58 Cal'. P.U.C. 57, involving rate proceedings, including sales 

promotion activities, of two majox California gas· utilities and 

stated tha.t, in his opinion, the sales and xca:rketingprogxam. 

proposed by applicant for the Lake Tahoe area is cotts·istent with 

those two decisions and with genexally accepted utility practi~es. 

A Commission ,staff witness exp:ressed. an exa.etly opposite 

point of view, stating that, in his opinion,. applicant's proposed 

sales promotion and tnaxkee1ng. progxam would' 'be inconsiseent with 

those decisious and alsowitb Decision No·. 59011 at 57 Cal. P.tJ.C .. 

344,. a decision which was concerned specifically with theextensiol.1. 

practices of Califomia. gas and electric utilities.. l-le presented, . 

in Exhibit No. 17" asumma:ry of axe cent survey oftbe sales. pro­

motion p%actiees of the six major California gas and electric' 

utilities showing' that applicant is tbeonly one that, as. a genexal 
" 

practice, sells and ·none leases appliances or firianees sales- of· 

appliances to· customers_, 

.. J.O-
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Sierra Pacific Power Company did not present any evidence 

and, although it did not oppose the granting of a certificate for 
.;\ 

applicant to serve natural gas, it. took a' strong. pOSition :tn· 

opposition to. applicant's. marketing program as a utility operation 

and stated, through eo,unsel, that' if the program were to be author­

ized, Sierra Pacific would be forced to; embark upon a'similar progr8ll. 

The record shows that sales from the proposed'extension 

will assist applicant substantially in meeting the "take, or pay", 

obligations in applicant's. contract with its supplier, which begin 

in the contract year commencing. January 1, 1966. 

Applicantproposest,o finance the cost of the proposed 

construction out of internal sources and/or temporary/ borrowing, 

which will be converted :f.ntopermanent financing at a Subsequent 

date pursuant to such proposals as applicant may submit t<> the 

Commission and the Comm.ission may approve. 

The main issue which is: before the Commission in this 

proceeding is whether or not public convenience and ,necess:r:t'"j 

require the granti~g of a certificate to applicant to bring natural 

~as into the Lake Tahoe area of Placer County. '!he record clearly 

shows and we find that public convenience and' necessity require; such 

certification becaus'eehere is a' public demand for such service' wh:Lch 
, , 

applicant can adequately· supply, the'extension will 1:>enef:1t applicant 

under its gas purchase contract, applicant has the-ability to,con­

struct and finance the proposed extension and applicat:l.on,of the 

proposed rates for gas service is reasonable. 

The prinCipal issue which remains, and which is high­

ligh'ted by the oppositlg testimony and the strong. pOSitions, taken 

by the parties) is whether' or not applicant's marltet:i.ng program ' 
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would be in the public interest o There is no question that applicant 

would be able to attract more customers and build' . load faster under 

it~ proposed marketing program than without it. The question which 

must be resolved~ however,. is whether such results would be in the 

public interest. This Coxmn1ssion has alwaye viewed reasonable sales 

promotion efforts as a necessa~ andimport~nt part of a utility's' 

obligations) but it has not condoned nor permitted sales or pro­

motional activities which go beyond. the customary utility service 

concepts· and which would tend to force competing. utilities.to· adopt 

similar activities to preserve and . protect their oWn markets~. In the 

decisions which were referred· toby applicant and staff. ·witnesses· 
~ • ' I, 

(Deeisions. Nos. 59011, 60614 and 60615) the Commission expressed' its 

concern over the· competition between straight gas utilities· and 

straight electric utilities. !he effect of those decisions. waS to· 

authorize reasonable expenses for conventional sale~ promotionactiv­

itiesand to Stop· certain utilities· from engsging in prom,otional' 

activities which were adverse to the public interest. !he competition 

undereons1deration here is of the type over which wehav~'previously 

expressed concern and we are of the opinion' that if it were-allowea 

to develop and progress under the guise, of public convenience ,and ' . 
. , 

necessity it would not prove beneficial to the· competing utilities. 

nor to the bulk of their customers. We fail to· see where'tmy of the . . . 

find:tngs and conclusions reached'in the decisions- referred to above' 

would in any way support applicant's proposed marketing.program. 

Applicant and other utilities have successfully faced,problems similar 

to· those that exist here (bringing gas serviee into an area for the 

first time) without finding it necessary to resort to· the expansive 

sales promotion activities suggested here. " 

In planning for and 'carrying oue the developmen·t of· its ,. 
. , 

service areas in the vicinity of Big Bear and Las Vegas, the utility 

did: not request the regulatory authorities to make ·the ownership and 

,-12-
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maintenance of gas appliances and house piping on customers' premises. 

a part of its utility' operations,. In these areas 71t has had, its 

subsidiary, Utility Financial Corporation, available to assist in 

meeting the competition of electric utility and other energy' ' 

suppliers •. In the Big Bear area, the assistance appears to,l~ave been 

minimal, . as applicant 's witness tes,tified that the financing . o,f only' 

11 appliances under Z-yearcontracts has been arranged for. 'In 
" . 

Las Vegas"a somewhat different program involving7-year contracts 

was offered. 

The Commission is aware that other public utilities in 

California encourage the use of their products through' financing by . 

subsidiary7 non-utility organizations. Applicant presumably has. 

available to it the use of its subsidiary to assist in its. promotion 

program in the Lake Tahoe area by furnishing financing for potential 

customers ~ purchases of gas appliances. The statu~ of such 

subsidiaries 7 however, could. be the sUbj.ect of Commission review. 

We find therefore that, the marketing program which would, be 
, .. J 

implemented by Special: Condition 2' in applicant's.' proposed Schedule' 

No. G-10 would not be :Ln the public interest and:we conclude, 

therefore, that such condition should not be. aU,thorized'. 

Having reached the" above finding and, concl~ion we do 'not 
. . . . . 

find it necessary to rule upon the merits of applicant's proposal as 

it would relate to utility ownership of substantial, facilities on 'the 

customer's' side of the meter. We observe in passing, however', that 

this record leaves many questions unanswered concerning that proposed 

plan. The long established concept in gas and electric utility 

operations of utility ownership of facilities stopping with the meter, 

and the cuStomer owning all facilities on his side of:· the meter'is 

well founded, and because of the additional potentialsafeeyaspects 

involved iugas and' electric service should not be compared with 

telephone service where.the utility usually owns all of the' 

facilities 'down to and'including the telephone instrument.-

-13-
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Some concern might be expressed as to whether or not this 

extension will prove to be eeocomically feasible absent the desired 

marketing program and if not feasible ,whether a burden will be, east on. 

applic.3:C.t· S . ,other -customers. In·"COtI.Si.der:Lng.,t.his.a.spec:t. we note the· 

record shows that this 'extension would constitUte less· than 2'p¢r cent' 

6f applicant's total ,revenue, that_ applicant's estimated rate o.f 

rctur'llis; 7 • .()8.- per cent for i.ts ~rthe:'1l Nevada. 'system"iorl%' .and 

1968' a.:l.d th:a.t if the 10.0d estImates were to be fully realized" the , 

~..xccss revenues from the extension :would improve the·· system x:.S.te''oi 
, , 

::oeturn. Under these circ\)m.stances ,there- is little,'·likel..ih.ood-- of ;th:ls 

'exte.ns.:Lon ,casting an .unreasouahle burden· on applieant!s., .ether' 

customers~ 

As a 'ma:tter'of fa<Ct~it eould"be.~ that -since' Exhibit 

:~o. 8 shows that --this'~..tension would more than, pay its own'way, the 

decrease in"estimated . .revetxu.eS' which wU1 resu1.t from-elimination .0£ 
, , , 

the desired marketing 'program will serve only to bring "the·-eeonomie.s 

of the extension more ·i:o.to balance "'with the '-economies.of . applic.ant:'s . 

existing system.. Even if the decre.asein estimated reve.nucs..were-"tO .. 

bring the .eco'COmies ·below tb.e sys.1:.e.m.aVerage the project· 'Would not 

n-eeess.arily become ,i.nfcasible for it is not' wu..cu.wJ',for a ... U1:ii.':tty'·1:O 

extend iuto an. area which at -the outset .,does not.stand . .on _ its-Hown,feet 
" "',' 

economiC-21J y 'provided ,..:tt-has "good growth .. p¢te'OtiaJ ' In .. tb1s..::respeee 

:he record ...shows that ·the'-growth .potential,.o.f"'the- ":tahoe' area, '.0£, Placer 

County is excellent. 

The reeoX'<i·.i:ldicat.es~ T:hatJ.n El Dorado 'County i.m::lediSte~y 

beyond the ,soutbernend of the proposed. extension. there-:are··prosp.ec­

tive cus.tomers who- eould be served -economically· therefrom.. .... ~Ihese 

customers are a' great .Q.ista1)cc .. .from .. the· pres'e'O.t- fac11 it:!e~ . ..o.f~'Soul:.h' 
, ' 

Tahoe Cas... ComPan:rwhi.ch. serves·-natural gas at the· south,end of the. , 

lake. Applicant'So Ex.ecut.ive- Vice.Pres1.dent poin.1:ed·'ou.t. that his 

company -does not have ~a-franchise.- . .nor . .b.as.it.appll.ed_for~ a .,~te 

to se...-ve inE.l-Dorado- .. Couuty ,.._ but, . he -made .. ..i.t.,~l.e.a':t-tb.at~ he ·would 

endeavor to work out a satisfactory arrangement with South .Tahoe :Gas 

Company so that these customers ,:rNiy be served. 
-14-



!he staff was of the opinion that applicant should have 

tested the economic feasibility of the proposed extension by obtain­

i~ signed ~ppiications for service from prospective customers, and . 

pa.rticularly for ~hat portion of the extension south of Tahoe City. 

Since 1:his test "='1as not made, the staff recommended that applicant be' 

placed on notice that any imprudent investment made in conneetion" 

'tI."ith this system could be expected to receive adverse cons:1d~ration 

in any rate ~ting treatment by this Commission. 

The staff made certain other recommendations relating to 

:he l<eeping of separate records for the proposed extenSion, the 

submission of periodic reports concerning the eondition·of the 

plastic pipe and the submission of reports as to 'the adequacy ,of 

applicant's contractual supplies of gas to meet its demands.. 'Vle 

find that these staff recommendations are reasonable and they will 

be incorporated in'the order herein. 

In addition to the foregoing, findings and conclusiollS,we 

£~her find that: 

10 Applicant's proposal to deviate from its main extension 

:;:-ule No. 15 in the area certificated, herein for a periodof,two years 

is reasonable. 

2. Public convenience and necessity require that a certificate 

of pubUc convcnienc.e and necessity be granted to applicant to/" 

exercise the rights and privileges granted bY,O:rdinance, No. 750-B ' . 

of Placer Coun~ within the areas certificated hereinafter. 

-15-
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'!be certificates herein gxanted shall be subj ec:1: to the . 

followtngprovision o£law: 

The Commission shall have no power to authorize 
the capitalization of this certificate of public 
convenience and necessity or the risl'!t to, own, 
operate 1 or enjoy such ce:tificate of public 
convenience andnece.s.si:y in excess of the amount 
(exclusive of any tax ox annual cbaxge) actually 
paid to the State as the consideration for the 
issuance of such certificate of'public, convenience 

, and necessity or right .. 

: '!be· authority granted herein shall not be· construed 

hereafter ,to be a finding of the value of the propexty ora de-
,: ',' ... 

termina.tio'Q. of applicaTlt 'sresults of operations, for rate :mak1ng. 

purposes. 
( '. 

We conclude thatthc. application should be granted 'to the 

extent as set forth in the following. order. 

ORDER -- ... _-

I'I IS ORDERED tba t : 

1. A c:ertificateof public: convenience and necessity is 
" , ' ... 

granted to Sout:hwes,t Gas Corporation to construct and operate ~, 

natural gas distribution system in the' Lake' Tahoe area of F:~~cer 
. , .. 

• I ':' r" 

County, California, as described in Appendix A attached bere;to;:.' 
. .,: ,'J~, 

and as shown in detail on the maps in !y.hibit 1):. attached to ~4e" 

application. 

2.. (a) Southwest Gas Co:r:poration is authorized to fii~ 

afte:r: the effective date of this 'order, and in accordance w±th 

General O%der No .. 96-A, 'the tariff sheets substantially as set 

forth in Exhibit No.6;' but exclud:tng in their entixety Special. 

Condition No. 2 of ScbeduleNo. 0-10 and Rule l~o .. 2-E· as p:roposed", 

-16-
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and in addition thereto a revision of Rule No.2 to- providefor,thero, 

billing procedures and a revision of the preliminary statement so' as 

to include Placer County, said tariff sheets to be effective on or 

before the date natural gas service is first rende,red' to, the public, 

in Placer County. 

(b) Such :r81:e schedules and revised tariff sheets shall 

'become effective upon five days' notice to this Commission and 'to 

the pu'blic after filing as hereinabove provided,. 

3 .. 

m'e'"""-,.d' "l,- ......... , 

Southwest Gas Corporation is· authorized to deviate c:a ~c­

:::or the period o~ ~10 yeazos froQ the effeet::'ve d.:ttc" of :b.:!.z 

o=~:: f.otl ::'"i::S :~le Noo 15> Gas 1,$:i.tl EY-tensions> for, t:he~"'"Poo-c of 

conGtr..leting ~e z~sp!,el::':o.c system s~cc:!:f::'c.:i. ir. the' i~t:~ll~ r.!'?11-' 

cation and as shown on the maps in Exhibit S attached to the 
I 

application. 

4.. Southwest Gas Corporation sball maintain: its records in" 

such form as may be required so that the investment in and~ operating 

results o£~e natural gas, system, se:rving the Tahoe area, o~ Placer' ' 

County may be separately and readily determined .. 

5.. Southwest Gas Corporation shall file with this Commission 

by September 300£ the, full yeax following the completion of the 

construction of the proposed extension and each September 3.0, there­

after for three years 'a written report sl.1ImIl3.rizing the condition 

of plastic pipe installed in ~e Tahoe area as determined,by the 

utility's regular procedure and practices, including leakage surveys 

and observations wbi.le installing service' lines du:ring the preceding 
, " 

July to June fiscal period. ' 

6. Southwest Gas Corporation shall filewitb this'Commission 
" " 

by July 17 1966 and thereafter on each July 1 until such time as . 

-17-
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additional contraCtual quantities of gas are obtained, from the 

supplier, the estimated Nortbern Nevada system peak~day and pe&(­

hour demaJ:)ds for the ensuing three beating seasons, together with 

a, sbowing of the adequacy of the supply then contemplated ,to 'be 

available to meet: those demands. 

7. A certificate of public convenience and necessity is 

granted to SouthWest Gas Corpor~tion to exercise the xights and 

privileges granted by Ordinance No. 750-B, of, Placel: County :for t/"' 
ehe purposes and within the area certificated hexein. 

the authority'herein granted shall expire if not exer-. 

cued within two years. . 

the effect! ve date of this order sball be ten c:lays. af,ter: 

the date hereof .... 

~ llatedat.s:-l~, CalifOXnia,tbiS_..t-f_if_· _ ..... _ •.... , __ 
day ofU~. " 1965~ 
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APPENDIX A 

DESCRIPTION OF LAKE TAHOE SERVICE AREA 

Thae portion of, Sections 18,19 and 30, townsbip 16 

North, R:l1ige 18 East, M.D.B.& M .. situate in Placex County, 

California.; all of Sections 10, 11, 12, 13, 14, 15, 16, 21, 22,' 

28,29,31,32' and, 33 of Township 16· North, Range l7:East~ 

M.D .. :S .. & M .. ; all of Sections 5, 6·, 7 and 1S, Township 15 Notlth,. 

Range 17 East, M .. D .. B.&M.; ~11 of Sections 12, 13, 24,' 25 and 36, 

Township 15· North, Range 16 East,M.D.3 .. & M.; all of Sections 1 

and 12, Township 14 N_orth, Range 16 East, M.D.B.& M.;, a11',of 

Sections 7 and: 8, Township 14 No:th" Range 17 East, M.D .. B.& M.' All 

in Placer -C~unty) california .. , 

, -
.I 
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' •• j. 

We dissent to that portion of the decision which rejects appli­

cantTs proposed. marketing program. 

If, as between electricity and gas, one energy source costs l¢' 

per unit, whereas the other costs, 2¢ per unit, then a ratepayer should be .' 

permitted to choose the lower cost fuel; to a particular customer" sheer 

cost may well be critical. Financing charges - including'the cost of wiring 

or piping - are merely a part of the total cost which a ratepayer faces; 

they should :be considered in determining whether or not the' ·tariffs ,of the .' 

utilities involved really do allow the ratepayer to' choose the less expen­

sive energy supply. In a utility transaction, no less than in the sale of 

a house or an automobile, the particular financial terms available may make 
, " 

a vital d:ifference toa buyer in deciding which commodity to select. 

Applicant,) as a gas utility, is willing to assist ratepayers,in 

the financial problems associated wit;' converting from electric service ,to 

gas service. From all that appears, applicant is in a position to lend. 

such assistance,. and, so long as it does· not impair its own financ,ial stabil­

ity, it shoulc. be permitted 'Co do so. We would also .approve if the competirig 

electric utility were to offer similar incentives. In the end, the ratepayer 

would be able to obtain optimum financing - just as we hope he will be a,J,le' 

to obtain optimum rates. It is no part 'of the function of this Comnlission 

to prop up a more expensive electric operation (if it is more expensive) than 

it is our function to perpetuate an admittedly more expensive propane·oper­

a'Cion. By arbitl'arily prohibiting the. financial assistance 'offered. byappli­

cant, the Commission majority has 'curtailed the right of the ratepayer to, 

choose which servic'e- electric or gas - is more advantageous to h~.. 'there' 

is no !'eality in suggesting that the rate is all 'that ma:t:ters;, if 'a substan-
. ' . . .' ,"" .. , 

tial capital investment is necessary to convert to gas, many homeowners will 

be forced to continue to use electricity, even if the rates are·higher. 
' .. 

In view of the action of the Commissionmajori'o/". it is,notneces-
. . 

sary to consider the specific details- of applicantTs proposal. It maybe that 

the level or form of the special rates requested are not justified, or that': 
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the financial assistance to he offered shoul~ not De repaid through rates 

at all~ Similarly, it may not be in the public ,interest to depart from the 

longstanding practice whereby the ratepayer (or his landlord) holds title 

to gas appliances and. to the interior piping. We do not reach these ques­

tions because the majority, has not reached them. 

What we do protest is the ,'t,1no.erlying philosophy of the majority 

opinion, which, broadly condemns all competition be~een gas and electric 

utilities except for TTconventionalTT sales promotion activities. When this 
• '" , I • 

same narrow attitude toward intermodal utility competition was advanced in 

a recent transportation case, the California Supreme Court unanimously 

rejected it as TTeconomically unsound at the expense of: the consuming, 

publicTt
• (River Lines, Inc. v. Puhlic Utile Com.) 62 Cal~2d 244, 24e,.) 

~ /J; .. ',~." -----------~.-..---¥."'--- '; 
'Commission~s· 

November 16, 1965 
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