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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. 69931

In the Matter of the-Application of
SOUTHWEST GAS CORPORAIION

Tor a Certificate of Public Convenience g
2nd Necessity Under axticle 1 of -

Chaptex -5, Public Utilities Code of. )
the State of Califormia to comstruct,
operate and maintain a natural gas
digtribution system; to exerclse

franchise rights, and to deviate

from filed Main Extension Rules in the
vicinlty of Lake Tahoe, Placer Count/,
Caliaomo. S N - ‘

App lxcatxon No. 47558
CFxled May 7, 1965)

Charles H. Mccvea, Clark J. Guild JX. .,
carle W. White, Jr., and David W. Hagen,
for applicant.

Richard G. Campbell and Casey Vliautin, for : '
Sierra FacIEzc Power Company; rhxlip P. Greunex,
for A. J. Schilder, Secretary South lahoe Gas ‘

Company and for H. H. Eeidrick of Wilsey

Ham & Blair; and William B. Layton, Jr.,. fox Tahoe.

City Public Utlllty District; intereste pa:txes.
Arch Maxn, for the Comm;ss;on staff. :

OP IN 1o N

Southwest Gas Corpoxatxon seeks a certxfzcate of public |

convenience and necessxty to construct operate and maxntain a
natural gas system in the Lake Tahoe axea of Placer Councy,
Califoxrmia. It further seeks a certificate to exexcise franchise

Y

£s vndex a franch1se obtained from Placer County. -

;/,Placer County Ozdinamce No;\750-3» o , : . »///////f
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Applrcant also- seeks authorrty to deviate from 1ts marn extensron
rule for a perrod of two years 1n oxrder to construct the facilitics
requrreu to sexve the prospective customexs and further seeks
autborlty to file tarif s including a special condrtron whrch would
rmplemont 2 pew type of markating program.»\

Pub11c hearrng was held beforc Examinex Patterson on
'June 29 and 30 and July 1 and 2, 1965, at Tahoe Crty Several
witnesses. supportrng the applucatzon were: called by applrcant No,v
protests were entered to granting the applrcatron exccpt\that Srerra
Pacific Power Company and tbe Commission staff both voiced strcnuous
objections to the proposed rntensrvc marketrngrprogram. Thc staff
also: questloned the advrsabllrty of proceedrng wmth any portron of
the proposed oystem south of Tahoc City until its economac feasz-f
bility had been proven by srgnco applrcatrons for gas servrce from |
a sufficient nunbex of prospectrve customers.

The natural ges supply for the proposed system is to be’
transmitted through Zl-mlle 8-5/8 inch O.D. welded steel pipeline
4 extendrng from a poxnt on applmcant s horthern Nevada system near _
Carson City, Nevada to the north end of Lake Tahoe near the
California-Nevada state line. Authority to construct this 2l-mile
tranqmission line was obtained'by\an ordex of the Fedexal Powcr
Commission issued June 3, 1965, in Doccer No. CP65- 333 (Exhrbrt No. 2).
From th:.u transmissron line applicant proposes to drstrrbute‘nattral
gas in thc first year of operatron to approximatcly 400 customers |
przncrpally'rn Washoe County, Nevada2 and to approxrmately 2 500

customers 4ia Placer County, Calrfornra.'

2/
Applicant was- granted a certrfrcate foxr the Nevada operation by
an opinion and order of the Nevada Public Service Commission
decided July 1, 1965 in CPC No. 661. The opinion shows that by
sed pulatron thc markctrng program was withdrawn from the appli-
cation. ' R Co T
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The proposed p:peline system in Cal;fornia, 1ntended to
sexve 2,317 customers in the fxrst year of opexation, wmll consmst

of 98,900 feet of 6-inch steel pipe, 6,300 feet of 4-;nch-steel.

pipe and 224,500 feet of 2-inch plastic pipe. The installed cost

of thié,syetem including metexrs and services‘as-summariied-ine5 
Eshibit D is estimated to be $1,228, 155 which, along v&inh $60,549
of general plant facilities, xesults in a total 1nvestment for the
first year of operation of $1, 268 704. Appllcant estxmates that |
377 customers will be added in the second year of operat;on 2nd- 43A :
customexs ic the th:rd year. On the assumptmon that addltlonal
distribution mains would be requzred for only half of tnese addl—
tional customers applicant estimates. that the added facllzties in
the second ycaz will amount to $59 410 for mains, sexvmces and”
meters and $934 for gemexal plant and zn‘the third year $68,3§5:f9r
.malns services and meters and $4,547 for general plant. i
Ihe proposal to use polyvmnyl chloride (FVC) Type II High |
Ixpact plaStxc pipe for 2-1nch ‘and smallex d*strxbutlon mazns and - |
sexvices is in accoxd Wlth applicant’'s praet;ce in recent years of
utilizing such plastic material for the smaller sizes of pzpe.
Applzetnt’s-V1ce President-Engineering teStlfled,as~te~the‘characteree
fgeics, ﬁerformance and suitabiiity of this material indicating that
savings in installed costs of appxoximately 20 per cemt for Z=inch .
nains ond frem 15 per'ceﬁtpto~20:per cent_fer'eervices'resﬁitifrom~
fes use. . I
 As showm by Exbibit No. 5 ‘Tecent field xnspectxons made*
on appllcant S system at Big Bear Lake show no sxgns of detez;ora-"
tion in plasticvplpe_whlch-has been in use for approximately;three ‘
yeaxs. He tescified‘that‘the same.encouragihg'resultt'haVe been
ootaxned from 1nspectlons made of plastmc pipe 1nstalled more than(
ten years ago. - . |

-3- '
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A spokesman for the Tahoe City Public Utility District

stated that the District was in favoxr of bringing patural

gas into the area but was somewhat concernod sbout the use

of plastic plpe. Th_ rccord indicates however that £xom the dis-
cussion held between vepresentatn.ves of the sttrxct and applmcant
there is D0 serious pomnt of dzsag*eement and that the znstallatzon'
of plastic pipe'W1ll not- xnterfere with the District’ s operaflons.
The record Jhows that to facil*tate locatxon of the. plastic pxpe,3
and or rexnforcement puxposes 4~ foot steel sectlons wxll be 1n—
Stalled at all street xntersectzons and at all servxce takeoffs ’
£xom the dxotxxbutxon mains.

The proposed pxpxng system~wh1ch wzll extend from the
California-Nevada border exound the northwest shore of Lake Tahoe
to the Placer‘County-nl‘Doxado County line is showm on threce 2aps
which constitttelthibit B. The record shows that with zespect
o rights of wey and“eatements tcry few property owners wili“haveﬂ
<o be contacted as moSt of the pipe will be located thhxn state
hxghwajs, city roads and dedzcated streets.

| Exoloxt E conszsts of flow diagroms mhtch show operatxn;.'
pressures at various poxnts on the system during estlmatcd peak
hours in the yecrs‘1966 1967 end 1963.

The rates applxcant proposes to charge are set forth in
Exhibit No. 6. A rate for int erruptlee service Schedule No. G-60
is xn-tudcd aithouzh theze are no 1rter:wot1ble curtomers con-:
templated in the f;rst three years of operatxon The ratc for
General Neteral Gas Sezvice, Scuedu;c No. G-10 ms«the saxe rate
tha* 1; proposed for the Nevada extension aad that _s now cbarged ‘

throughout applxcant storthern~chada service area. Applicant

sl
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contends chat in ordex to make this level of xates avaxlable to ‘
_customers in the Tahoe area it wrll be necessary to engage rn an
'Lntensrve marketing program. Althoush applicant's evmdence, 1n-’
cluding Exhibit No. 12, demonsCrates‘that netural gas service can
be rendered uader Schedule No. G-10 for commerclal and domestzc
uses at’ charges whzch in general are szgnzficantly lower :han
 those preveiling for other types of everlable fuel applrcant mamn- -
taius«thet.theprice dszerentlal alone 13 not suffrcxent to rnduce
the‘necesssry number of customers to convert from other forms of
fuel. Thls contentlon is based on appllcant s experience thec of
the many customers who find it w111 be necessary to upgrade therru
house plprng To meet bulldzng code requxrements a sign;fzcant
nuxber axe unable oz are reluctant to proceed because ofgthe cash
outlay requxred N | x o

To encourage customers to convert to natural gas end to-
encourage a greater usage of natural gos at higher load factors
applicant prososes under Special Condl:ion z of Schedule No. G- 10
to furnzsh.and 1nsrall upon request of the owner of the premlses,_’"
aUCh house pxp;ng.ss may be required by,local plumbxng_codes ‘and
industry aceepted safecy'stsrderds-f r1 suPPIVingfustureI gestto all
ges apprzanc - located lﬂ eaen srngle fam;ly dwerrlng unrt whrch is
separately metered on the premises. The caarge for thrs servrce
would be $1. 0 per monta per house pszvg rrstallarron per dwellrng'
unit fox 120 mont: ‘ '

Al o upon rcq* £ of the owner applicant wou‘d furnzsh
and instell a water hez ez o:'adeauate size fox all domestxc pur-~
poses except gpace heatmeg ”He craxge uor *Hls ervrce woald

be $l 20 pex. mon:h ver weter neater for 120 montba.

_5_*
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In each case the tariffrprovides that the house piping g
or the water heater shall be and remain the property of ‘the utrlzty.
The taxiff also provides that the house piping ox the water heater
m2y rexmain on the premises served after peyments have been made
for the prescrrbed lZO-month perrod but no charge would be made
tbereafter. | | |

In the appllcatxon as filed, applreant had proposed to
offer the honse pzprng and water heater at no cost to the customer.‘
Applicant's Executive Vice Presrdent testified that this proposal
was nodified so as to incorporate the monthly charges-explarned‘
above, because in.Nevede vhere his company had pioneered~this :
marretrng progrmm considerable opposition had been expressed by
competrng fuel interests 1nc1ud1ng utlllties and consrderable
sentiment had been found among regulatory commlssrons 1n favor o£
there berng a specific charge for the specrfre service supplled
rether than hevxng the addrtronal 1nvestment supported by all rate
payers. He also testifred that his company had been required to"
cease and desxst from provrdrng the fxee serv;ces by an order ofs
the Nevada Public Service Commzssron and that the matter of this
marketiag program.would be the subject of a rehearmng before the -

Nevada Commxsszon.‘ :

| Appl1cant presented three exhibits in support of the econom- o
ic feasibilzty of the proposed extension. Exhibit C attaehed to the '
applmeat:.on Sponsored by applicant's Assistant V:.ce Pres:.dent :m charge ’
of rates.and special studies contains the basrc marret-data-and anar— i
ysis of estimated'reVenues‘and“eosts. The analysis was-prepared upon o
the basis of not asszgning any of the Vorthern Nevada transmassion or_'

~.y.at.:erzz.<:os‘::s to the Tahoe- project but 1nc1ud1ng cost of gas at the i"

‘ -6-
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price pald the supplier at the Idaho-Nevada border and 1nc1ud1ng
in cost a rate of return of 7% per cent. The results of this
'study show that the project would contribute towards. meeting
overall system costs as estmmated revenues would exceed costs in
each of the first three yeats of operatxon, the excess be;ng
$93,137 in 1966, $109 656 in 1967 and $143, 921 in 1968.

The other two studies relat1n3 to economnc feaszbilxty -
were presented by applicant's engzneerxng consultant. In Exhibxt,"
No. 7 he showed an: eStimated sammary of earnxngs for the years B
1966 through 1968 for- applmcant s entire NOrthern Nevada system
includlng the Tzhoe extensxon. The rates of xetu:n shown :n
Exhlblt No. 7 are 5. 77 pet cent for 1966, and 7. 08 pex cent £ox |
each of the years 1967 and 1968. | o

In Exhxbit No. & the consultant presented an analysis

" which he described as the No:thgTahoe_ptogect contribution to
system costs abouefactuel retuxrn for the years 1966 thfoughgl968.
In this study be priced gas touthe:disttibution system at;appii—n'
cant's filed whoiesale rate applicable to sales to South Tahoe
Gas Company, and he 1ncluded rate of return at the system return
developed in "xhlblt No. 7.‘ The study shows that the California
dxstrxbutxon system would contrzbute revenucs which would exceed
tke Northern Nevada full system costs, including retuxn, by |
$24, 295 in 1966, $11, 533 in 1967 and $e, 929 in 1968. -Ethbzt No; g
also sbows that for the year 1966 2 xeduction in the estzmated
numbex of zesxdentlal customers to be served of 318 or a reductlon
in the estimated Mcf of sales of 38,630 Mcf would elmmnnate the :
excess revenues. Sxmnlaxly; reductzons to ellmlnate excess revenness

for the years 1967 and 1968 are shown as 151 residemtial customets_

-7
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or 18,338 Mcf foxr the yeax 1967 and 117 residential customers ox .
14,198 Mcf for the year 1968

In Exhibit No. 9, applzcant s consultant presented a.
sumnaxry of the results of 14 months of sales promotion and load
development efforts 1n the Northern Nevada communrtles served by‘ |
appllcant., This exhibit shows in gemeral that the percentage off )
customers using natural gae and therr usage of gas increase withi
an increase in Sales promoti on contacts. ""}3"

Exhlbit No 10, a comprlation of tarlff schcdules showsl
that in the state of Washington it is not unusual for utilitieS'“‘
to offer rental service for water heaters or forx space heating :
convexsion equipment." |

In Ethbrt No. 11, applrcant s consul*unt presented
support for the proposed monthly charge of $1.30 for the house
piping and $1. 20 fox the watexr heater. ‘ (

Exhrblt No 12 also prepared by applrcant s consultant
presented a comparison of costs for residential usages of the
various-types of fuel‘energy awailable in the North‘Tahoe-area.
For space heatrng it shows an average cost per therm of 25.6 cents
for propane 13.9 cents fox heating oil and 1l4. 8 cents for natural
gas at the proposed rate for the customer who ‘uses gas- only for
space heating. The exhibr* shows, bowever that if the’ customer
were to use natural gas ‘also for water heating, and the water
heating use is priced as a base load, the space heating cost drops.
to 11 5. cents per therm. The comparison of water hcatrng costs,
assuming water heatzng 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 water heat;ng.xs $5;314‘

-8~
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as compared to $7.99 for electric watex beating;

The record shows that presently space heating require-
ments are supplred 86 pexr cent by propane and 14 per cent by oil,
water heating 66 per cent by propane and 32 pexr cent by electrzclty
and all othexr enexgy vequirements 1ncluding cooking are supplied |
predomrnantly by electricity. _ |
| Applrcant s consultant testified that it would not be
economically £easrble to bring natuxal gas into the Tahoe area of
Placer County unless applicant wexe to engage in the intensive
maxketing program as proposed. He furthexr testifzed that the
marketrng program.was desrgned to meet the particular czrcumstances
at Tahoe and should not be compared with applrcant s marketing
program at Las Vegas whexre the sellrng and frnancrng,of appliances
is directed at encouragrng,gas usage for new constructron, nora
Wlth appllcant's program.at Big Bear Lake where the competitron
from other fuels is not as great and the wholesale level of gas ‘
rates 1s srgnr_rcantly lower, so that applzcant s rate Structure
permlto a hxgher rate for customexrs using gas for heating only as
a means of encouraglng,multr-usage of gas. He also pointed out
that at Big Bear Lake although a high percentage of prospective
customers have srgned up for gas, many of chen have not taken
servrce due to the obstacle presented in completrng arrangements :
to convert house piping s0 as to meet code requrrements.‘ He |
'emphasrzed that, in bhis oprnlon, to make the Tahoe extension
economically feasible, ic would be - necessary for applmcant o
convert a substantral number of exrstrng customers from thcrr
present fael uses to mdltr-usage of natural £3as and such converted

_customers would include present electric customcrs of Sierra '

29w
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?ac1fic Powex Company He could not specify, however, how many

converted customers, either from.electricity oxr fxom the other forms

of fuel wexe included in applicant s estimate of number of
customexs to be served. |

He expressed bis View that it is: almost universally
recognized that sales promotion expense, sales promotion efforts
and a cont inuing program of emcouraging the use of utility services
are reasonzble and proper activities of a utility and stated that
the priacipal reStrictions which have been imposed are those to -
assure nondiscriminatory treatment among the public at larxge and
to .assure that the activity would not be an undue buxden on any
one group of customers. He directed attention to‘this CommiSSion s
Decision No. 60614 at 58 Cal. P. v.C. 27 and DeciSion No. 60615 at
58 cal. P.U C. 57, involving rate proceedings, including sales
promotion activities, of two major California gas util‘ties'and
stated that in his opinion, the sales and marketing program
proposed by applicant foxr the Lake Tahoe axea is consistent with
those two decisions and with genexally accepted utility practices.

A CommiSSion staff witness expressed an exactly opposzte
point of view, stating that, in his opinion, applicant's proposed
sales promotion and marketing program.would be inconSistent‘with
those decisions and also with Decision No. 59011 at 57 cal. 2.U. c.
344, a decision which was concerned specificallvaithfthe-extension
practices of California gas and electric utilities. He‘presentedﬂ
in.Exhibit No. 17, a Summary of a recent survey of the sales pro-
motion practices of the six majox California gas and electric
utilities showing that applicant is the only one that as a general
practice, sells and none leases appliances oxr: financee sales of

vappliances to customers..

/
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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 matural gas, it took a strong position in
opposition to,applicant s.marketing program as a utility‘operation
and stated through counsel, that if the program were to be author— ]
ized, Sierra Pacific would be: forced to embark upon & similar program

The record shows that sales from the proposed exrension |
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.

Applicant proposes to finance the cost of the prOpOSed
construction out of 1nternal sources and/or temporary borrowing,
which will be converted into permanent f£inancing at a subsequent
date pursuant to such proposals as“applicant may submitito-the
Commission and. the Commission may approve. |

The main issue which is. before the Comission in this
proceeding is whether or oot public convenience'and‘necessity
require the granting of a certificate to applzcant to bring natural
Sas into the Lake Iahoe area of Placer County. The recoxd clearly ‘
shows and we find that public convenience and necessmty require such
certification because there is a public demand for such service-which |
applicant can adequately supply, the extension will benefit applicant
under its gas.purchase contract, applicant has the-ability to con--
struct and finance the proposed extenszon and application of the
proposed rates for gas sexvice i1s reasonable.

The principal issue which remains and which is high-
lighted by the opposing testimony and the strong poSitions taken

by the parties, is whether or not applicant s marketing program
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would‘be in the public interest0 There is no question that applicant |
would be able to attract more customers and build load faster under
its proposeo marketing program than without it. The question which
must be resolved however,  is whether such results would be in the
public interest, This Commission has alwayes viewed reasonable sales
promotion efforts as a necessary and important part of a utility s
obligations, but it has not ccndoned nor permitted sales .or pro-_‘
motional activities which go beyond the custorary utility service
concepts and which would tend to force competing utilities to adOpt
similax activuties to preserve and protect their own markets.f In the
decisions which were referred to by applicant and staff‘wicnesses
CDeciSions Nos. 59011 60614 and 60615) the Commission expressed its
concern over the competition between straight gas.utilities and |
Straight electric utilities. The effect of those decisions was to
authorize reasonable expenses for conventional sales promotion activu
ities and to stop certain utilities from engaging in promotional
activities which were adverse to the public interest. The' competition‘
under consrderation.here is of the type over which we h've prev:ously
expressed concern and we are of the opinion that if it were allowed
to develop and progress under the guise of public convenience and

necessity lt would not prove beneflcial to the competing utilities
' nor to the bulk of their customers. We £ail to see where any of the
findings 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 Cbringing gas service into an area for the
first time} without finding it necessary to resort to the expansive
sales promotion activities suggested here, A |

In planning for and carrying out the development'offits;"
service areas in'the‘vicinity of Big,Beer 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 ics ucility operations. In these areas, it 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 have been"
minimal, as applicant S witness testified that the financing,of only 3
11 appliances under Z-year contracts has been arranged for. In

Las Vegas, a somewhat different program involving 7=-year contracts

was offered._ _

The Commission is aware that other public utilities in
California encourage the use of their products through financing by
subsidiary, non-utility organizations. Applicant presumably has
available: o 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 statusrof such
subsidiaries, however could be the subject of Commission review. |

We find therefore that ‘the marketing program.which would bev
implemented by Special Condition 2 in applicant s’ proposed Schedule
No. 6-10 would not be in the public interest and'we conclude,
therefore, that such condition should not be authorized

Having reached the above finding and conclusion-we do mot
find it necessary to rule upon the merits oi applicant s proposal as
it would relate to utility ovnexrship of substantial facilities on the
customer's side of the meter. We obsexve in passing, however, that
this record leaves many questions unanswered concerning that proposed
plan. The 1ong 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 1is
| well founded and because of the additional potential safety aspects
involved in gas and electric sexvice should not be compared with
telephone service where the utility'usually owns all of the
facilities'down“to~andrincluding:the telephone instrument.
~13-
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| Some'coixcernimig‘ht be expressed as to whether or not‘.tﬁi'..s: |
extension will pr‘ove} to be ecoromically feasible absent thé de'é,ired |
marketing prograrh and if not feas-iBle-whether a burden will be. casc‘on
applicant's . other customers. In -cons:.dering, this a.specc we note che |
record shows that this- extensn.on would comstitute less. than 2 pex cent _"‘
of applicent's total revenue, that app_l_icant 5 estin_zated \race of
return :Ls 7,08 per. cent for its Northerﬁ Nevada 'sys'tém..fbr '1_967 and :
1968 and that if the load estimates were to be fully foalize&* the .
excess revenues from the extension would improve the- system z,a.f.e of
zeturn. Under these circumstances there :Ls lictle’ uke'u.hood of this
'ext.e.ns.a.an ca.cting an.. meason.able burden: on applic.am..s. oz:her

customers. | ,

As a matter'of fact.it could be argued tha.t sinceExh:Lbit
No. 8 shows that this -eﬁﬂ:ens"ion would mor'e' than pay 'i'i:s loﬁn‘ﬁay, the
decrease inestimated xeveoues which will msult from-e.limina:.ion of
the desired marketing ‘program w:.ll sexve on...y to br:.ng "t:he economie.s |
of the ex.tens:x.on more Jnto. balance wich the- econonies of ap'plimt"" .
existing system. Even . '.*.f the decrease in estimaaed reve.nue.s.were-'t:ou
‘br:.ng the economie.s below the system average the proj ect’ wou...d not |
necessarily vecome in...easible for it is not wausual, for-a u.t:i.l:i:ty to
extend into an. area wha.c.h at the outset .does not stand.on. its. own feet
econom:x.cally providcd At-has ;good growth potential. In. t:hi.s. respect .
che record shows that ‘the growth potenr.ial of the— Tahoe area of. Placer‘
County is e.xcel lent. o

The record indicates” than.;l.n. El Dorado Ccum':y inmed.xately
beyond the southern ‘end of the proposed. extension. there-are. prospec-l
tive c%tomers who could be served economically. therefxom. "’I.'hese
‘customers are a great d:.sta.nce from.the- pmse.nt-.facili:ie.u of . South
Tahoe Gas. Companj ‘which serves: natural gas at the sou:h end of the
lake. Appl:.cant s Executive V:Lce .Pres:tdent pom:ed---out. that- his o
c.ompan} doe.s not have ‘a franc.hiue. nox. has. it applied for-a. wrtificate
%o serve in El.Dorado-County ».but. he made Ar. clear—thar. he would |

evdeavor to work out a sat:.s.ﬁa.ctory arrangement ‘with South ‘I.‘ahoe G~a"

\.ompany so that these customers may be served.
-14-
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The Staff‘was'of the opinion that appiicant‘should‘have
tested the econonic feasibility of the proposed extemsion by obtain-
ing signed appiications for service from prospective customers;-and-
partrcularly for ;hat portion of the extension south of Iahoe City. (
$ince this test was not made, the staff recommended that applicant be
placed on notice that any zmprudent investment made in connection: - |

- with thls system could be‘expected tO'receive‘adverse~consideration
in any rate makxng.treatment by this Commission. o

The staff mede certain othcr recommendations relating to
the keeping of separate Lecords for the proposed extension, the ,
submission of periodic reports concerning the condition ofnthe"
plastxc pipe and the submission of reports as to the adequacy of
applicant's contractual supplmes of gas to meet its demands. nJe
£find that these staff recommendatmons are reasonable and they w:ll

be. _ncorporated in’ the oxder herein.

In addzt1on to the foregomng flndzngs and conclusions we
ferther £ind that- - |

L, Applicant s prOposal to deviate from its main extension. ‘_’ )
*ule Nb. 15 in the’area certifzcated herein for a period of two years L
is reasonable. | o | H
‘2; Pnblzc convenzence and nece351ty require that a cert;ficate
of public convenlence and necessity be granted to applzcant to y ,
exercise the rights and privileges granted byIOrdlnancevNot 750—B"f“’///f c

of Placer County within the areas certificated herecinafter.
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The certlfmcates hereln granted shall be subject to- the V/fl”:y
following provision of law: | |
The Commission shall bave Do power to authorize
the capitalization of this certificate of public
convenience and necessity or the right to own,
operate, or enjoy such cextificate of public
convenience and necessity in excess of the amount
(exclusive of any tax ox ammual chaxrge) actually
paid to the State as the conmsidexation for the
. issuance of such certificate of public convenlence
- and nece531ty or right. v//,
:L_The author;cy gxanted hexein shall not be construed \
_hereafter to be a flndlngsof the value of the property or a de=~
termxnatxon of appllcant s results of operations for rate msking
puxposes. - | | ) |
We conclude that the applxcatxon should be granted to the T

extent as set forth in the followxng oxder.

IT IS ORDERBD that.‘

1. A certxficate of public convenience and necessicy is |
gxanted'to Southwest Gas Corporatlon to construct and operate
natural gas dlstrxbutlon system in the- Lake Tahoe area of Placer
County, Calmfornxa, as described in Appendlx A attaohed heroco,

~ and as shown in detail on the maps in Evhibit B attached to«gqe.-"
applxcatxon. o E | o _sl

2. (@) Southwest Gas Coxrporation is authorized to file~
aftex the effective date of this oxder, and in accordance w;;h
General'Order No.‘96-A' the tariff sheets substantially as éét'
forth in Exhlbxt No. 6, but excluding in their entirety Special
Condition No. 2 of Schedule No. G-lO and Rule No. Z-E as pxoposed

16~
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and in addition thereto a revision of Rule No. 2 to providetforutherm,
billing procedures and a revision of the preliminery-statement»eo~aé_‘
to include Placer Coutty, said tariff sheets to be effeetive on or
before the date natural gas sexvice is first rendered'to,the publieff
in Placez County. - : | - .

(b) Such rate schedules and revised tarxff sheets shall
beeoﬁe.effectrve upon fxve—days‘ notice to thzs-Commlesion‘and to
the publrc after filing as hereznabove~providcd

3. Southwest Gas Corporation is authorized to deviate )
quested, Zor the pornod of two years from the effective date-o‘”
srder f£:om Lts Ra’e No, -53 Gao Yeip Vytersiona, for the pL:PDuGIOL
constructing the zas pipelime oyatem specified in the Imste - aoplidﬁ;r'
cation'and as'shownonethe:maPS-in'Exhioit 3 ﬁttaoheoftothe.
application. : o .

&, Southwest Gas Coxporation shall maintain:its records in.
such form as may be required so that the investment in and operatrng a
results of the natural gas.system.servzng the Taboe area-oﬁrrlacer ;‘
County may dbe separetely and readily determined. | | |

5. Southwest Gas Corporatlon shall file with thrs Commisszon |
by September 30 of the full yeax following the completlon of the
construction of the proposed extension and each September 30 there-
aftex for three years a wrztten report summarizing the condxtion
of plastic pipe imstalled in the Tahoe area as deterxrmined by the
utility's regular procedure and practices, including leakage suxveys )
and observations-while'installiog:serviceglinee_duri g'therpreeeoiﬁg”«
July to June fzscal period.-- o | - | o

6. Southwest Gas Corporation shall file with this Commiss;on 1
eby July 1, 1966 and thereafter on each July 1 untzl sueh trme as.

-17-
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additional contractual quantities of gas are obta:.ned from the
supplier, the estimated. Northern Nevada system peak-day and pea&-‘
hour demands for the.ensuxngvthree heating seasons, togethexr with
a showing7of the adequacy of the supply then contemplated\to'bej
available to meet those demands.

7. A certificate of public convenience and necessity is
granted to Southwest Gas Corporat:.on to exexcise the rights and
\p:ivi.leges granted by Ordinance No. 750-B of Placer County for /
the purposes and within the area cextificated herexn.‘ ,‘ |

~ The authority hexein granted shall exptre if not exer-.

cised within two years.

The effective date of th;s oxrder shall be ten days after
the date hereof | | |

Dated at:g;tg:““‘“‘“‘ Califo:nia thls ‘f?‘*~f7)

day of W 1965.
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APPENDIX A

DESCRIPTION OF LAKE TAHOE SERVICE AREA

| Taat portion of Sections 18, 19 and 30, Townsbip 16
North, R:mge 18 East, M.D. B. & M. situzte in Placer County, |
Cal:\.form.a all of Sectioms 10, 11, 12, 13 14, 15, 16, 21, 22
28, 29, 31, 32 end 33 of 'J.’ownshn.p 16 North, Range 17 East,

M.D B.& M., 2ll of Sect:.ons 5,6, 7 and 18 'rownsh:.p 15 North
Range 17 Ea.st, M. D B. & M.; all of Sections 12 13 24, 25 and 36
'Iownsh:.p 15 North, Range 16 East:, ‘M.D.B.& M.; all of Sections 1
and 12, Township 14 North Ra.nge 16 East, M.D.B.& M., all of

Sectn.ons 7 and 8, I‘ownsh:.p 14 North Ra.nge 17 East, M.D B.& M. All

in Placer COunty, Cal:.fornia.
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We dissent to that portion of the deeision‘whiehvtejects applie
cant’s proposed marketing program.
- If, as hetween‘electrieity and gas, one energy source costs 14

per unit, whereas the other costs 2¢ per unit, then & ratepayer should be . -

permitted to choose the iower cost fuel; to a-partieular customer;“sheen'

cost may well be crdtdeal. Financing charges - includihgfthe cost of wiriné

or plplng are merely a part of the total cost which a ratepayer facc
they should be considebed in determdn;ng whether or not the tarszs of the,j‘
utmldtmes 1nvolved-really do allow the ratepaye: to‘choose.the.less‘expen—
szve encrgy supply. 'in a utility transaction, no less than in'thehsalefof'o
a house or an automobmle, the particular fanancmal Terms avallable may make
a v:tal diff erence to & buyer zn dec;ddng whmch eommod;ty to select.'

 Applicant, as a gas utility, is willing to assist ratepay 25, 4in
the f£inancial problems associated with'converting from electrzctservzce.tof
gas service. From all that appoar,, applicant is in a posm*;on to lend
such assistance, ‘and, so long as it does not impair its own fmnancmal stab:l--
ity, it should be permltted to do so. We would als o approve 1f the competzng
electric u.zlxty were t€o offer similar incentives. In the end, the ratepayer*
'would be able o obtain optimum fznanc;ng - just as we hope he wmll be able |
to obtain optimum rates. It is no part of the funct;on of th;s Commisszon
to prop up & more expensmve electric operatmon (if 4ir is move expenszve) than
- it is our functzon to perpetuate an adm&tthly more’ expenelve propane oper-‘
avion. By arbdtrarzdy prohmbmtmng the financial asodstanee offered by applz-
cant, the Commis sion madormty ‘has’ curtalled the rzght of the ratepayer O
choose which servzce - electric or gas - ms moxve advantageous to him. Theret‘;
is no “ealmty.ln suggestdng that the rate is all that matters;\zf'a»substah;h
txal cap;tal investment is necessary to convert to gas, many homeowners wzll
be foreed to contznue to use electr;czty, even 1£ the rates are hzgher.

In view of the action of the Comm155¢on_magor1ty, 1tads-notuneees-

sazy €0 consider the specific details.of'applicantfsfproposal. ,It.hayfbe.that]

the level ox form'of the special rates'reqpested'are-notfjﬁstified,_or‘thata )
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the financial assistance to be offered should not be rcpamd through rates

at all. Similarly, it may not be in the publ;c ;nterest to depart from the |
- longstanding practice whereby the ratepayer (or h;u landloxd) hold, title

<0 gas‘appliances and to the interior piping. We do not‘reachzthese qpeskh,f

tions becauée the majority-hée-not reached them. |

What we do protest is the underlying phnlosophy of the. majorzty

opmnlon,whzch broadly condemns all competition between gas and electrzc

utzlztxea except for "conventlonal" sales promotion actmvztme When this

same nAXTOW attmtude toward intermodal utility competltmon was advanced in

a recent Transportation case, the California Supreme Court unanzmously

regected-mt as "economlcally unsound at the expense of. the consuming,,

public™. (River Lines, Inc. v. Public Util. Com., 62 Cal.2d 244, 248.) -

- . ‘Commissioners.

November 16, 1965




