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Dec:Lsion No. 77349 -----
BEFORE THE PUBLIC UTILI!IES COMMISSION OF THE STATE OF CALIFORlr.tA 

In the Matter of the Applic~tion ) 
of SOtrmwEST CAS CORPORATION for ) 
authority to increase ~tur~l ) 
gas rates in Placer County, Cnl- ) 
ifornia. ) 

Applic8tion No. 49704 
(Filed October 2, 1967; 

Amended October 21, 1968) 

Chllrles R. McCrea and La'tt1rcnce W. Robertson, 
J'r., for llpplicar.e .. 

Kenneth C_ Dederick, for Citizens of Tahoe 
City Area and us~rf:; of Southwest Gas 
Service, protestant. 

Philip P. Grcuner, f~r South Tehoe G~s 
Company, interested party. 

DllVid R. Larrouz, Counsel, A. L& Gieleghem, 
and Robert C. Moeek, for-ene Commission 
st:aft. 

o p' I N ION _ ..... - ,...' ..... ~ ....... 

Following is a chronologi':::El.tt~ble !:howing the course of 

this proceeding: 

1967 
October 2 

December 6 

1968 
J.nnuary 2 

June 18 

July 5 

August 5 

September 24 

App11c£ltion Ziled. 

First day of hearings, Tahoe City, 
California. 

~tter initi£llly submitted following 
filing by applieene of a late-filGd 
exhibit. 

COmruission issued Decision No. 74270, 
setting aside submission and reopen­
ing matter for further he~ring. 

Applicant filed Motion for Emergency 
Inter~ ~te Relief. 

Hearing on applicant's Motion for 
Emergency, Inter~ Rnt&,~elief, San 
FranCiSCO, California. Pre-hearing 
Conference held to deterQine issues. 

Commission issued Dec1sion No. 74723 
denying applicant's Notion for Emer­
gency Interim Rate Relief. 

-1-



A.49704 4.4 NB 

October 14 Applicant filed Petition for Rehear­
ing of Motion fl:>r Emergency Inurim 
Rate Relief. 

October 21 Applicant filed Firs t Amendment 1:0 
Application. 

October 30 ~ 31 and Additional hearings ~ San Francisco. 
November 1 

November 15 Applicant filed Petition for Removal 
of Hearing Exam:! ner. 

November 19 Decision No. 74966 d~ying Ap~l:L­
cant's Petition for, Removal of 
Bearing Examiner. 

Nov~ 19, 20, 21 and 22 Further hearings, San FrancisCO. 

December 19 Further hearings, Auburn. 

1969 -
January 28 

January 29 

April 15, 16, 17 and 18 

AprU 18 

May 26, 27 and 28 

June 3 

August 21 

August 26 

1970 -
March 2 

March 23 

April 6 

April 7 

Decision No. 75240 denying Appli­
cant's Petition for Rehearing of 
MOtion for Emergency Ineerim Rate 
Relief. 

President Symons I Dissene to 
Decision No. 75240. 

Further hearings, Xahoe City. 

Applicant filed Pet1eion for 
Proposed Report. 

Further hearings~ San Francisco. 

Applicant filed Second MOeion for 
Emergency Interim Rate Relief. 

Further hearinS-t San Francisco; 
Matter submittea. 

Dec~1on No. 76103 granting appli­
cant:' s Second Motion for Eazergency 
Interim Rate Relief. 

Examiner's Proposed Report filed. 

Exceptions to Proposed Report filed 
by South-west and'·Staff. 

Replies to Staff exceptions filed by 
Southwest. ' 

Reply to exceptions filed by Staff. , 
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During the 18 days of hearing, 58 exhibits were introduced, 

the testfmony of 41 witnesses was received and 1,890 pages of trans­

cript were recorded. 

Iu his proposed report 1 the examiner discussed what he 

believed to be the material issue and exp1.4ined how he arrived at 

his answer!! thereto. 

Southwest, among its numerous exceptions, recommends that 

the application as amended (providing for rates higher than the 

interim rates) be granted. The staff recommended in its exceptions 

that the inter~ rates should be found reasonable for the future. 

The staff, in its reply to Southwest's exceptions, claims 

that the proposed report with minor exceptions properly adopted the 

results of operation as calculated by the staff and tast the excep­

tions filed. by Southwest in no way refute the staff's evidenee. 

Southwest in its reply submits that the staff's arguments 

that the amended proposed rates exceed the value of service are not 

correc't. Southwest maintains the evidence shows that the proposed 

rates do not exceed the value of service. 

We have before us three rate proposals: 

1. The examiner's proposal to set rates at the pre-interfm 

level. 

2. The staff's proposal to set rates at the interi= rate 

level. 

3. Applicant's proposal to see rates at t~ requested amended 

rate level. 

We will not adopt the examiner' s rate proposal, neither 

will 'We adopt the staff's rate proposal. 

II - The examiner reCOmmendeQ no rate increase be authorized and that 
Southwest be required to refund monies collected under the 
interim rates~ 
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It is apparent from this record that applicant absent the 

questions of prudent investment and competition would be entitled 

to a return of 7 percent or more because of its high leverage and 

high cost debt.. It is also apparent from this record that .a 7 per­

cent rate o~ return would require rates in excess of the value of 

service. Applicant's amended level of rates does not exceed'the value 

of serviee. These rates related to the expenses and rate base shown 

in the proposed repo,rt, modified to reflect rate case c:ostsanc:1 

conversion costs as set forth in Exhibit 48, show an estimated rate 

of return of 3.1 percent. 

The Commission finds that: 

1. Cabildo Corporation and Wells Cargo, Inc., were associated 

with Southwest during construction of the North Tahoe system .. 

2. Southwest • s management was imprudent in .authorizing use 

of Cabildo Corporation and Wells Cargo, Inc., in the construction 

of the North Tahoe system. 

3. The complete record in this proceeding shows that appli­

cant r S amended rates are reasonable. 

4. The interim rates are noe reasonable for the future. !he 

supplemeneal relief sought is. 

5. Four hundred sixty-four thousand dollars ($464,000) for 

"conversion" costs was erroneously charged to pl.ant accounts .. 

6. Sixty-three thousand dollars ($63,000) of marketing 

expenses was erroneously charged to plant accounts. 

We will adopt the following conclusions of law and make 

the following order in place of those in the proposed report. 

Conclusions of Law 

The Commission concludes that: 

1. Application No. 49704 should be granted to permit applicant 

to file tariffs Bt the a~ended rates and in ~ll other respects, the 

application should be denied .. 
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2.. The books of Southwest should be adjusted as hereinafter 

ordered .. 

ORDER - ..... -~ ... 
IT IS ORDERED that: 

1. After the effective date of this or<:ler, Southwest Gas Cor.;.. 

poration, a California corporation, is authorized to· file the 

reVised rate sehedules attaehed to the order ~s Appendix A. Such 

filing shall comply with General Order No. 96-A. The effective date 

of the schedules SNlll be four days after the date of filing. The 

schedules shall apply only to service rendered on and after the 

effeetive date thereof. 

2. Within ninety days after t;he effective date of this order 

Southwest Gas Corporation shall make the follOwing accounting adjust­

ments to its books and file in this proceeding written notice of its. 

compliance with each item: 

<1. R.emove $464,000 of "conversion" costs 
from· the plant accounts and eha:ge to 
Account 186, Miseella.neous Deferred 
Debits, for subsequent amortization 
in equal annUt31 installments over a 
period of 15 years to Account 407.2, 
Amortization of ConverSion Expense. 

b. Remove $63,000 of marketing expenses 
from plant aecounts and charge to 
Account 435, Extraordinary Deductions. 

3. Monies accrued in the special reserve established pursuan~ 

to Decision No. 76103 shall be transferred to· Southwes.t. 
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The effective date of this o~der shall be twenty days 

after the date hereof. 

Dated at: San Fmnci300 ~ California, this __ 9:..._71l.l __ 

day of ______ J_U_N_E_, 1970. 

Commizzionor A. W! GAlQV 

Prosent. "out not pa:rtieipat.iIlg. 

Commis~ionor TIiO~MO~ 

Proo~nt but not p~rti¢ipating. 
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APPLICABILITY' 

APPENDIX A 
Page 1 of 4 

Schedule No. G-10 

CENERA!. NATURA~ ~ SERVICE 

. Applicable to all cwoe:s or custome:-s tor all firm natw41 go.s :Jervice 
except service to customers etua.li:f'yi."'lg for oorvice undO%' other ra.te sehedule5. 

TERRITORY 

Throughout the company' 3 cortificated. area in Placer County, except. a:J 
may her&l.:f'ter b¢ provided. 

RATES 

~tmlod.i ty Charge: 

First 
Next 
Next. 
Next 
Next 
Next 
Next 
Over 

2 the~ or less 
26 the%'rll3, per them 
64 therms, per there 

Z74 thcrm!5, per them 
548 thorm3, per them 

1,828 ther.ms, per therm 
6,398 thorm.:J, per them 
9,llO therms, per them 

Per Meter 
PIIJr Month 

$3.00 
.197 
.138 
.135 
.1~O 
.126 
.123 
.. llB 

The number or the~ shall be dotermined in aecor~co with the 
proviSions ot Rule No. 2C .. 

Minimum Chargos: 

'The minimum. charges specified below corro~pond to the maximl:m con­
sumption in ~ billing month of the tull yoar ending the preceding 
September 30. 

Y~um Billing Consumption 

Minimum. Charge 
Por Meter 
Per Month' 

457 ther.m3 or le3s .......................... The commodity charge tor 
tho tirot .2 ther.ms or lcso. 

Over 457 therms "but not more than :3,656 thorms $- 50.COIf' 
Over 3,6;6 thorms but not more than 7,)l2tho~ 100.00* 
Over 7 ,312' the~ . • • • • ... • ..••••• •• . • ....... • • •••• 2SO .. COIf' 

( Continued) 
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RA TES-Contd .. 

APPENDJX A. 
Pa.ge 2 or 4 

Schedule No .. G-10 

.. Thc:;e minimum charges shall be a.pplicable to public schoo13 tor bills 
b~sod. on reg1J.lar met.er relldings trom October through April". inclu::;i vc. '!he 
monthly mini:num for othor months will be the commodity charge tor tho 1"ir~t 
2 thcrms or less. 

T~enever premise3 were not sorved tor the full y~r ending the preceding 
June 30 or whenever $ubst.:mtia.l changos (100% or greeter tor corrosponding 
months) are made in gas eoncumption, tho utility may esti:m3.te the max:1:mwn 
billing month co~umption. 

SPECIAL CONDITIONS 

1. Any custom~r who uses or who is e$t1ms.ted. to u:J.e in exeess of 457 
thermz in anyone month mAY be roquiro~ to sign ~ eontrae~ tor one year 33 a 
proced.ent to service 'Undor this sch~dulo 1 and said contrAct shall continue in 
torce and eti'eet tram yctJ:: to yoar thoroa.!ter until either the utility or tho 
custo~or $hall give the othor written notico ot ~ desiro to t¢~t0 tho 
same at least thirty dayo prior to the expiration ot fJ:tt7 such year.. If' tho 
customer pormanently eeo.sO$ operation, such contract shall not thereafter con­
tinue in toree .. 
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APPENDIX A 
Page ;3 or 4 

Sched'llc ~o. G-60 

INTERROP'!'IBLE NATtJRAL GAS SERVICE -
APPLICABILITY 

Applicable, subject to interruptions in supply as provided in ~pecial 
eondit1ens below, to nat\1ral gas service to customers loe.-"I.ted ncar oxi~ting 
~ having -l deliv~ry capacity and supply in excess or the thon exi,,:t1ns 
req,'Ilire:m.ents or firm customers. 

'J;'E'fffi.ITO RY 

Throughout th.e com~" certificated area. in Pla.cer CO'Unty, except as 
mAY heroa.!ter be provided. 

RATES 

Commodity Chargo: 

Fir::t 
Next. 
Next 
Next 
()vor 

525 thorms, per them 
52$ thorms, per thom 

1,050 thorm5, per thcr.m 
8,400 therm:;." per thcrm 

10,500 therms) per thom 

Per Hotor 
Per Month 

$O.lO;O 
.0840 
.0740 
.0630 
.0545 

The number ot ther,mz shall be determined in accordance with the 
provi3io~ of Rulo No. 2C. 

Minimmn Charge: 

$190 por month, a.eC'UlnUlAtivo ./lM.~. 

SPECIAL CONDITIONS 

l. Servico under thio 3ched.ule is ,ubjeet to diocontinUAnce "lithout 
notice in ~ ot lln ~ctu.::U or thretJ.tened. :!horta.ge of natural g3.!J" whether du~ 
to insu:tficient :supply or to inad.eClua.to tron.'miosion or del1very capacity of 
the 1'aeilitios 01' either the utility or its wholesale supplier. Th~ utility 
will not bo liablo 1'or ~ses oc~1oncd b.r interruption or di~eontinUAneo 
01' servico :!IUppliod. und-er thio :Jchedulc. 

(Continued) 
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APPENDIX A 
P:l.ge 4 of 4 

Sched:ulc No. 0-60 

INTER.RU'PTIBtE N~ TURAL ~ .... SER;;;;;..;.;.;VI,...CE;,;;; 

SPECIAL CONDITIONS-C¢ntd.' 

2·. In tho ovent that 1t is noee3s~ to discontinue zervico undor this 
schedule" the commodity charge and. tho mininNm charge \dll be proratod on the 
b~~is of the ratio or tho number of ~ys on which ~orvico ~ 4vailable to 
the number of days in the biJ.l.ins poriod.. For this pQrpOSIJ sorvice Will be 
considered. available if C'I.lnailod 'r:ty the utili t1 less than eight hours in :mY' 
particula.r day. 

3. No cuztomor :1nll J:)() entitled. to servico herounder tor new or a.4d.1-
tionol. eq'lJipment woos .s.dequo'l:te ~tand.by ~uipmcnt 4%ld tuel ~Mll have ~¢n. 
£1%'5t provid.ed. therefor" said standby facilities to 'be ready at a.ll times for 
immodiate oporation in the ovont tht tho supply of' 8M hereunder shall be 
~ or totlJJ.ly ~ed.. . 

4.. A contract covoring tho !uel reqlJirElmont!: of th.o eu:stomer during. thO' 
operation of' hi:. plant or establishment" tor o'l. period of a.t least o:cc year" 
will be rCCluired. o'l.3 a. condition precedent to sorvice undor this schodule" and 
shall continue in force and effect thoreattor from yoar to year until either 
the utility or tho customer :lhall give the other. thirty dlI.~1 wr1.tt~ notice 
of a d.esire to terminate the same .:I.t least thirty days prior to the expiration 
of' any such year. It tho eust.omor permanently (:fI!33(IJ$ operations" such con­
tra.ct shall not thor-etU't.or eont.1n'le in torce. 


