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co-ents on the Pxoposed Decision 
9£ the Administrotive Law Judge 

Public Utilities (PO') Code S 311(d), as implemented by 
Conunission Rules. of Practice and Procedure 77.1 through 77.4, 
provide for the filing and distribution to all parties of the 
Administrative Law Judge's (ALJ) proposed decision, with 
opportunity for the parties to submit comment and· replies to the 
comment. 

ALJ Weiss' proposed decision in this proceeding was 
served on the ~ies. Pacific Gas. and Electric Company (PG&E) 
submitted comment,. and Southwest Gas Corporation (Southwest) and 
SOuthern C41±fornia Gas Company (SoCalGas) submitted replies to 
that comment .. 

PG&&'s comment was limited to- two- matters; one 4 minor 
technical issue, and the second substantive in nature.. The' replies 
of both southwest and SoCalGas were limited to- opposition to PG&E's: 
proposed substantive changes on the second issue .. 

The minor technical issue' raised by the PG&& comment 
relates to the bounds of the Northwest5ector serviee territory of . 
Area E, and is well taken. Ordering paragraph No .. :2 of the AL:!'S. 

proposed order has. been modified to make the more definitive' 
delineation suggested byPG&E .• 

The remaining and more substantive issue relates to the . 
full requirements contract of PG&E and Southwest, and SOuthwest's 
desire to be able to obtain g4S- clirectlyfrom 'suppliers other thlm'" 

PG&E. The ALJ's proposed decision. left to- the contracting parties;: 
as.of the present juncture and 'for future negotiations, the 
question of ,whether the -all requirements·' provis.10n should be 
'removed or modified, and' if so, under what circumstances or 
conditions • 
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PG&E and Southwest in 1982 signed a lO-year all 
requirements contract. PG&E has expressed willingness to modify 
this agreement to permit Southwest to. purchase gas from whomever it' 
pleases, for transportation over the PG&E system to Southwest's 
faeilities in accordance with the rules and rates set :by this 
commission. To the extent that it has :been lI10re convenient to 
access gas through SocalGas translllission lines, PG&E ha$ arranged 
for taps off the SocalGas. lines and interutility transport by PG&E. 
over the socalGas lines for ultimate delivery to Southwest. 
Southwest receives core-elect service and receives all its 
requirements trom PG&E~s core portfolio. 

These arrangements weretreely adopted by the signatory 
parties as reasonable in 198'2' and were approved by the Commission 
by Resolution G-Z929 in 1983. We believe in the sanctity of 
contracts. ,That one party today might fmprove its situation by, 
modifieations is no, compelling reason for Commission intervention. 

But' that 1982 contract was adopted against a baekclrop of' 
requirements~ then present and projected~, from then existing 
Southwest serVice areas, certificated'o,r tacitly entered.. Today's 
decision vastly enlarges Southwest's certificated service area. As 

, \ ' ' 

to the remaining years on the 1982 agreement, the parties are, 
contractually bound, at least"as that agreement applies to the 
requirements from Southwest service<area~ 'that existed until today .. , 
In the not toodist."nt future at conclusion of the pre'sent 
agreement, the part~es will be free to negotiate aneW'"~ although as 
the AL'! pointed out,:Southwest places at risk its PG&E derived . ' 

core-elect se.rvic:el:;f Southwest elects to-swing:. 
As to, th~::/SUPP1Y requirements elI1e~9'ing for the 

substantial southw~s~ service ·areas being certificated by ,today-'s· 
decision, we believe:di:fferent, cireumstancesmaysu9gestreaso~le 
interim :modificati~ns. to the. agreement: .. ·PG&E· ra'ised the specter,ot' 
customers being able: tofreeiy ·swinq between. serving utilities •. · 
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The ALJ'g proposed decision did not address the service territory 
concept in its discussion of the service ~greement beea~se the 
service territory concept is simply not applicable in this 
situation. Southwest is not a stationary end-use customer located 
in PG&E's service territory, but rather a dynamic, fast-growing 
distri):)ution utility whose- own territory is rapidly enlarging. 

It is now quite obvious that there will be an increasing 
need for Southwest to- take gas directly from SOCalGas pipelines if .• 
certain areas are to be served. It is the economic and logical way 
to provide service, and. Southwest and SoC;:alGas should. have the 
opportunity to· negotiate a sales arrangement where SoCalGas is the 
logical source, and there is no rational need- for any interuti1 ity, 
arrangement with PG&E for these particular areas. There is simply 
no- rational basis to prohibit direct access to SoCalGas. facilities,' 

, 

where their location. requ;ires SocalGas to be the de facto supplieX'~ 
Where SoCalGas uses its system exclusively to- transport on behalf . 
of Southwest, there is no reason why PG&E should. be involv~' at 
all. Therefore, PG&E's requested modification of the ALJ's 
proposed decision to require or suggest that SoCalGas would' 
transport Southwest-owned gas "through interutility arrangements 
with PG&E" is unnecessary. 

Across the years, PG&E and Southwest have mutually 
benefited. from a successful business and regulatory relationship, 
and have bl:ought reasoned common sense to their bargaining table, 
thereby mutually working out most differences·. Now that the 
divisive service territory issues are being resolved, there is 
little reason not to renew that relat'ionship. As the ALJ stated, 
"we leave it to the parties to- Jl10dify theil::' agreement 1;0 remove or 
modify the 'all requirements.' provision," subject only to the 
requirement that eny changes conform to applicable Commission 
policy, rules, and regulations. 

Except for the change to Ordering Paragraph 2-we adopt 
the ALJ' s decision as our own • 
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StateJ!ent 2: Facts 
To understand the issues raised by this application, .it 

is necessary to· have some knowledge of past actions of the 
respective parties, and of certain earlier Commission decisions. 
%he Competitors 

Southwest, a corporation existing-and organized under the 
laws of california, came into existence in 1931 in Barstow, 
california. That same year it purchased the business of, Harold G .. ' 

Laub, who held certification from this commission to distribute and 
sell liquefied petroleum gas t~ the residents of Barstow, 
Victorville and adjacent communities. Southwest prospered, and in 
1951, when a natural gas transmission line was constructed pursuant 
to Commission authorization across Southwest's service territory by 
another gas utility, by Decision (D.) 45883 Southwest was 
authorized to purchase and resell natural gas from that utility for 
distribution and resale within Southwest's territory. Today 
Southwest serves approximately 68,000 customers in san Bernardino- I 

county alone and is one of the 10 largest gas distriDutorsin the • 
United States, serving, apart from San Bernardin~ County, portions, 
of Placer County and portions of Nevada and Arizona. 

SoCalGas,.. wholly owned California corporate subsidiary of 
Pacific Lighting Company, is a gas corporation engaged in the 
purchase, transportation, distribution, and sale o~ natural gas to 
over 4 million customers in Southern and Central California. 'In 
san Bernardino County socalGas serves over 100,000 customers in the 
City of san Bernardino and 2,300 customers in the communities of 
wrightwood and Pinon .Hills. In 1930, when Harold G. :tau)). was 
seeking authority to- serve BarstoW- anCl Victorville, 50CalGas 
appeared at the hearing and stated it'did not object to-the 
applicant serving those communities .. 

Since 1905- PG&E has been an operating public utility 
corporation, existing' and organized under the laws of cal.ifornia. : 
'It is. engaged principally in the business of furnishing electric 
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and gas services in California. In San Bernardino County PG&E 
presently serves a number of large industrial class users as well 
as providing service to an unspecified number of residential and 
commercial customers. 
Sources of SUpply and 
IArly Jlarketing·Agregents 

Following the end of World War II discovery of additional 
natural gas sources within california fell behind ability to, meet 
increasing demand. The major california gas companies had to 
augment their sources materially and were forced to seek natural 
gas supplies out of State. As relevant in this proceeding, both 
PG&E and SoCalGas took steps to import gas from the southwest. 
Both found El Paso Natural Gas Company (El Paso) able and willinq 
to. sell them gas to. be delivered. at the Arizona border... With 
reference to. potential impact in the High Desert area of san 
Bernardino. County, PG&E acted first. 

In 1949 PG&E obtained authorization to construct a 
I . 

34-inch, 506- mile long natural gas transmission pipeline to extend, 
trom TOpock on the Arizona border, across San Bernardino County 
passing near Barstow, through Kern County to- a point southeast of 
Bakersfield, and thence generally northwesterly through Kettleman" 
Panoche, and Hollister to terminate at Kilpitas, south of san 
Francisco. 

For its part, SoCalGas and a then affiliate company had 
jo.intly constructed a 30-inch pipeline to. serve the Los Angeles 
Metropolitan area with out-of-state gas. It ran from Blythe across 
Riverside County, and deliveries began in 1947. Later, in the 
mid-1950's, SocalGas constructed a second 30-inch pipeline to 
receive additional El Paso qas at Topock, transporting it across 

- 3 -
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San Bernardino County through Newberry and Victorville to Palmdale 
in leern County, thence to, Newhall in Los Angeles County. Soon 
thereafter, another 30-inch transmission pipeline was authorized 
from near Needles to receive natural gas from Transwestern Pipeline 
Comp4nY.. This line crossed to NewDe%'Xy'... From Newber.ry a 34-inch 
transmission line was extended southwestward between the Lucerne 
and Apple Valleys, past Hesperia and through Cajon Pass to Orange 
County. 

The PG&E transmission line across San Bernar~ino Coun~ 
PAsses in close proximity to Barstow and Victorville, both 
cOJDXlluniti.es then served with liquefied" petr,oleum gas. by' Southwest. 
The PG&E line alsc> crossed Southwest's serviee territory. The 
residents of Barsto~and Victorville wanted t~ convert from 
liquefied petroleum gas to natural gas. The ,adjacent PG&E pipeline 
offered. opportunity for Southwest to tap iilto a supply 'source for 
natural gas .. 

With: these developments the" stage was set for the 
evolvement of a natural and mutually beneficial business 
relationship between the two utilities.. 

, , , 

PG&E and Southwest first entered into agreement in 1951 
wherebyPG&E would Bell natural gas from its. ,Topock-MilpitaS. . 
transmission line to-: Southwes.t' for resale to Southwest's domes-tic 
and commercial customers.. The agreement· was to extend 10 years.:. 
During these early years the tllO utilities qen~rally cooperated' in' ... 

meeting the developing requirements of the Righ Desert area. of San. 

Bernardino County. "Their uncierstanding gEmeral.ly was. that 
Southwest would sene the domestic and commercial neecs.s. while PG&:& 

would directly serve the large interruptible .1Udustrial customers.. " 
In 1952 the initial aqreement was emended to-relax somewhat the 

, ' i,' . 

Southwest restriction to- domestic anel,commercial customers'. ~t 
that time the Federal, Power CollllDisaion had: jUrisdiction' over such 
res~les of' interstate ,natural gas. In 1954 the -Hinshaw Bill-' 

emended the Natural Gas Act: to remove the federal jurisdiction'in 

-' '4: -
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situations where the qas is ultimately consumed within the state, 
and the sale for resale within the state is regulated by the Public 
Utilities Commission of that state.) 

As Southwest's customer base grew new supply aqreements 
with PG&E were reached. In 1955 PG&E aqreed t~ deliver increased 
volumes for resale, includinq volumes not t~ exceed 2 million 
cu. ft. daily per customers for smaller Southwest interruptible 
customers. In exchanqe Southwest aqreed not to- object t~ PG&E 
serving directly all customers whose daily requirements would 
exceed 2 million cu. ft. While by D.51915 the commission 
sanctioned implementation of the aqreement, the parties were also 
put on notice that approval could not and would not limit the 
Commission in authorization of future service by Southwest if such 
service was determined to be justified by public convenience and 
necessity, as provided by law. In 1957 this service division point 
was increased by joint aqreement to3 million. cu. ft. daily. (See' : 
D.55552 sanctioninq the aqreement.) 

:~~:3 T;:=~o==iOD 1. 
It was also in this early period of the Southwest-PG&E 

relationship that PG&E was authorized t~ enlarge the capacity of 
its 'l'opock-Milpitas. pipeline.. At the same time PG&E was authorized 
t~ serve a service area based upon that pipeline. Consonant with 
the provisions of PG&E's San Bernarclin~ County franchise (Ordinance 
714), the Commission qranted ~&E a service territory extendinq 
across san Bernardino County to be confined within a 20 mile wide 
strip extending equally to' each side of the pipeline. Butsince 
this strip would cut across Southwest's certificated area, PG&:E was . 
not to serve within Southwest's territory as it was. then or miqht 
later be defined, by the comm,ission. Pertinent ordering paraqrapb.S', 
of D.49101 in 1953 specifically provided additionally that PG&E: ' 

'C).. Before renclerinq, service to any' new ' 
customer within ,the certificated area' in 
san Bernard.in~ County, shall first suba1t 
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the name, location and proposed gas load of 
such customer to. this Commission. w 

W7. Shall not serve any new,customer outside 
the certified area in San Bernardino, county 
or from taps off the Topock-Milpitas line 
in San Bernardino county except upon 
further certificate of this Commission 
first obtained.w 

The Service Territories that 'EY2l vesl· 
During this period of general cooperation between 

Southwest and PG&E, the former expanded its service territory 
extensively, with PG&E's consent usinc; as many taps o,ff the PG&E 
Topock-Milpitas main,transmission lines and the PG&E 1Z inch 
Hinkley-Victorville and lO-inch Daggett-CUshenbury lines as were 
necessary. This Southwest expansion was out o.f its original 
Barstow-Victorville service area into.' Apple Valley,. Loekhart 
(195S),. the Lucerne Valley area (1956:)' the Hinkley and camp Irwin; 
area (1957), Hesperia (l957),' and, the Big Bear Lake areas 
(includirig Metcalf Point, Big Bear City, North Bay,. 'Moonridge, , 
Fawnskin, and the Mariana Ranchos 'Subdivision) , (1964). 

For its part" PG&E constructed a ,12-inch transmission 
line, north from 'and tapping the Topock-Milpitas pipeline, t~ Trona 
in the upper High Desert to. serve American Potash and: Chemical 
Company and west End Chemical corporation as well as domestic and,' 

I,"~ .' 

commercial needs in the communities along the way (l955.). 'I'hePG&E:' 
Hinkley-Victorville and Daggett-cUshenbury tranSlnission lines were:: 
constructed p~imarily to provide interruptible vo.lume service to 
large industrial customers such as Riverside Portland Cement 
Corporation and Southwestern Cement Corporation near Victorville 
(l956) as. well as Southwestern cement's quarry near Black Mountain,: 
(l965-),. the Kaiser Permanente' CUsh.enbury Cement Plant (195-6-)" and "~i. 
taps for SOuthwest's local domestic and commercial needs.. Later' 
service was provided to the Cool water Electric Generating ,Plant 
and the Solar 1 Steam Generating Plant in the Yermo area.W1thin 

, , 
, 

" 
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its 20 mile wide certificated service area PG&E provides domestic 
and commercial service in the Newberry Springs and Kramer Junction 
ueas~ 

:Cn the southwest corner of San Bernardino. County, 
SoCalGas tapped from its 30-inch Topoek-Palmdale pipeline to. 
construct and run a 4-inch distribution gas line, southward, 
ad'jacent to and paralleling the County's western border, and today 
serves 2,300 domestic and commercial customers in Pinon Hills· on 
the desert floor and in wrightwood further 80uth on the north slope , 
ascending southward into the, San Gabriel Mountains.. Also within 
the southern area of the County, in the mountainous area south of . 

t ' 

Hesperia and north of San. Bernard'ino., SoCalGas serves. the Valley of . 
Enchantment-Lake Arrowhead area. And· over the San Gabriel 
Mountains SoCalGas also serves the City of San Bernardino. 

The respective service territories that had' evolved by 

the early 1980 period are- depicted' in Appendix: A, Map 1. 
Ind of the Bona-oon Ped.9d~' 

Following a new 10-year te~exclusive 9a$ supply 
agreement siqned' in 1982 between Southwest and PG&E, 'the 
longstanding relationship between the two began to break. down.' 
While not affecting PG&E's existing large industrial eustomers with. 
requirements in excess of 3: million cu. ft .. per day, the agreement' 
opened· the way for Southwes.t thereafter to. compete with PG&E for 
large industrial customers. In add1tion, . sometime in 19'84 
Southwest realized' that it was serv:ing more. than . SOO residential 
customers 1n areas contiguous. to. but . outside' the eastern lx>un~e3 
of its. certifiCAted:· service uea. SOme of these ;'n~rth of Yexmo ' . 

and near the cement plant,. at Cushenbw:y, wereteehnically within 
PG&E'. certi.ficated service territory,. but, were being served. by 

" 

Southwes.t with at least the tacit acquiesence of PG&E~ About this, 
nme time Southwest learned that< ~G&E was installing: facillties t~:. 
pX'O'V1de gAS service to' Solar Energy Generating Station (SEGS) 'Oni't. 

No .. 1 near Daggett in what is Southwest certificated·service 

- " -
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territory. Consequently, on January 31, 1985 Southwest filed. 
Advice Letter 359 asking to expand its certificated axea to include 
those areas where it was providing service. But the Advice Letter 
went somewhat beyond that as Appendix A, Map 2' shows, and sought 
also to embrace areas previously certificated' to PG&E (principally 
along PG&E's Milpitas-Topock pipeline). PG&E protested. 

Over succeeding months in 1985 the Commission Adviso~ 
and Compliance Division (then called Evaluation and Compliance 
Division) held informal conferences ~ith the two utilities in an 
attempt to resolve the dispute. Durirq this period Southwest 
agreed. to withdraw Advice Letter 359.. By mid-l~S5 Southwest, and 
PG&E had reached a'common understanding of ,the current st4tU8 of, 
each's respective rights in existing gas' service areas in the 
rectangular 45- mile by 60 mile area east of, the westerly township 
line of Range S. West, and' north of the lSoutherly township line 'of, ' 
Township 2 No~.. This understanding also specifically listed, the' 
"op;;,n" or uncertified areas, in this ' 2',700 square mile area of 
San. Bernardino County. The ,understanding,recognized that either." 
utility could serve qas cus.tomersin these open' areas in accordance 
with the provisions of PO' Code S, 1001 and,' applicable Comm.i:ssion 
decisions. Separately-but concurrently, and, in' recognition that 
the services. at Daggett were within, Southwest's certificated" 
territory, PG&E ,agreed to, transfer: to Southwest the, SEGS I and "SE~ , 

II plants. However, the, July understanding· was: not totally" .,' 
dispositive of all issues between Southwest anc:iPG&E with related' 
gas supply issues,' remaining unresolved., 

Early in. 19'8& PG&E received ,se~ice requests from two. ' 

industrial customers for service wi thin the 20 mile wide, service, : 
territory eertifieateci' to- PG&Eastride'the PG&E Milpitas-Topock 
.' '. , . , 

pipeline; one in the PG&E terr1toryeast of Southwest'S: "te~ito~, " 
and one' in the PG&E territory west of· Southwest"8 te~itory.. . The..' ' 
eastern customer was ,All American Pipeline, '. seeking .ervice at l.t&' 

Cacl1z, PUmping Station ancl" .its'LudlowHeater'sU..t;Lon,~apeetivelY", ' 
• • ."~,,~~ I 

'- 8'-
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55 and 25 inside PG&!'s territory (ea8tward from Southwest's 
territory). The western location customer was LOZ Engineering, 
seeking service at that time for i'Cs SEGS units III .and XV within 

PG&E's service territory some 10 miles west of the nearest 
Southwest territory. At the same time LOZ indicated a general 
location near the SEGS III and IV locations for its contemplated 
SEGS units V and VI, also well within PG&E's service territory .. 
Accordingly, on April 18:, 198"&, in accordance with its 
interpretation of the requirements placed upon it by Ordering 
paragraph. &- of 0.49101 that "Before rendering service to any new 
customer within the certif1cated area in San Bernardino County,. 
[it] shall first submit the name, location and proposed gas load of 
such customer to this Commissi.on, ... PG&E notified the COmmission of 
its intent to serve these customers.. But Southwest, having earl~er 
obtained transfer of SEGS units I and II (25 miles to the east at:. 
Daggett in Southwest "S acknowledged terri tory) .. to- . itself. from PG&E,· 
also wanted. these SEGS. units in the PG&E territory~ Therefore 
Southwest asked' the Commission to hold up' service authorization to
PG&E so as not to prejudice discussions Southwest was havingwith~ 
PG&E to this point.. And our'Legal Division advised: that the 
Ordering Paragraph 6. language of 0..49·10-1 required "some 
discretionary. action, .. · by the Commission before PG&E could proceed . . 

with service.. CACO suggested that PG&E f.:Ue an Advice Letter to . 
accommOdate the unusual situation. 

! 

On October 3, 198& PG&E filed Adv.:tce Letter 1380 G with; 
. . 

the s.tated purpose .of updatinq its San Bernardino- County service". 
area map, reflecting no- area changes but fully describing the 
boundaries.. In addition,PG&E, souqht clarification of· the language 
of Ordering Paragraph 6- of D.49101 to. indicate that it" does not.' 
require Commission approv~, only notification.' PG&E contended' 
that advice letter procedures. applied to eveJ:ynew customer in its. 
territoxy wOUld violate ,customer·confidentiality by aakinq . 
customer-speCific information part'of the public record~ On 
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October 17, 198'6 Southwest protested the PG&E Advice Letter, 
asserting that some of the area PG&E included in its asserted. 
service area woverlaps~ or ~should be within- SOuthwest's 
certificated service territory~ 

And on October 1&, 1986, Southwest attempted to file what 
was to become Application CA.) 8&-10-042.. However, the Commission, 
not wanting to hold up service to LUZ, Engineering or American 
Pipeline'" by Resolution G-2702 issued November 14, 198'6, authorized' 
PG&E to temporarilyprovide'service to both pending further 
determination in A.8&-10-042' of ,which should ultimately provide 
service on a permanent baSiS, and~ pOstponed determination of the 
relationship of respective service territories to.' that same 

application. 
In its OCtober 1&, 198& filing Southwest asserted. that it; 

had long been reeognized~ by the Commission as .. the gasciistril:>utiO~" , ' 
company .in San Bernardino County;" and its' application showed that!:, . 
SOuthwest sought a certificate, of, public convenience and neceSSity:,' 
toadd substantial areas to its presently certificated service 

, ", 

area. It, stated, that ,the public interest reqllired, it 'te>' undertake 
construction o,f facilities involving,'deviations from its ,filed. 
Rule No. 15- to provide' serVice to contiguous. areas, to, the pr~:Posed. 
new SEGS plants, and, for future growth in these extended, areas:" I:t 

further stated that these extensions would require additional taps" 
from both PG&E and' SoCalGas p.i.pelines.~ Kaking th~ statement~t ,;!. 
"Even 4 small company can be very competitive·, in serving 
residential and' small commercial customers if' it has some" 
industrial or other large customers. te> consume 'valley" gas and 

bala:nce its load factor," Southwest .w,nt on to propose" that PG&E 

, ., ",~ 

relinquish to SOuthwest,. a 25- mile- long portion of ,PG&E"'s . 20 mile , ',' 
wide service territory atr,ip which straddlea..PG&E"sHilpitas-:TOpocik 
pipeline between the J:ern County line and Southwest's' presently 
certificated service' territory; ,the area~t include~ 'the ntes c:)f,' 

. .' '.' ". " "I: 

the LUZ; SEGS units III 'and' IV and' the subsequent SEGS units V aner ": 
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VI. It is this PG&E service area that Southwest describes as 
having been only ·conditionally· certified by D.49l0l in 1953 to 
PG&E. 

After review the Commission's Executive Director on 
January 12, 19S7 rejected the Southwest application as ~iled, 
stating it was incomplete in that it lacked adequate loeation and 
construction d.etails of the proposed infrastructure as well as a 
Proponent's Environmental Assessment. About the salDe tilDe 
Southwest and PG&E agreed tOo meet with Commission staff to explore 
the possibility of amicable resolution of the issues involved. 

In March 2, 1987, Southwest, substituting a revised 
Section 6.l to its. earlier filing·, refiled A.S6-l0-042. In the 
substitution Southwest sought the same extended service area as 
before but asserted that it would not be necessary tOo construct Or 
extend pipeline facilities as previously stated to seek its 
obj ecti ves; but rather that is would be able to provide needed 
service within the provisions of Rules 15 and. 1.6, and. that as to 
the SEGS XXI and IV units,. it proposed. to purchasePG&:Epipel.ine 
facilities to provide the service.. Southwest went on to state that 
Should. it become necessary to· construct or extend pipelines. it 
would at such 1.ater time seek appropriate commission authority to 
do so. The ~ll extent ot Southwest"$ expansion of service area 
sought by A.86-l0-042, including that proposed to be relinquiShed 
to Southwest by PG&:E, is. depicted in Appendix A,. Map 2. 

While earlier PG&E had. sought and obtained extension of 
time to- file a protest to-the Southwest application,. that time 
subsequently had been extended. by a December lS, 198& ruling by 

AIJ Norman Roo Johnson until the earlier of (1.) mutual resolution by 
the parties of the issues, or (2) notice of breakdown o~ settlement 
discussions.. . For a while i:t appeared that a settlement was'
possible within a· general framework whereby PG&E would yield some . 

- , 

of its certificated service. area as well as the riqht to compete in· 
substantial portions of open~territory· in return tor ml 
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understanding that the area would be served under a team concept 
with Southwest distributing gas and PG&E wholesaling and 
transporting the gas. However negotiations broke down when it 
appeared that while Southwest wanted to be able to compete freely 
:for the six industrial customers on the High Desert that PC&E haa.· 
been serving pursuant to· Commission certification for over thirty 
years, as well as to substantially expana. its service territory, 
southwes~ also wanted to be able to treely swing in its choiee ot 
gas service between PG&E and SoCalGas. On June 1, 1987 the 
commission was advised of an irreconcilable impasse. 

On June 26, 1987 PG&E filed a protest to Southwest's 
A.86-10-042 which had been accepted for filing following revisions. 
By its protest PG&E asked tor dismissal of the application, 
contending that the appropriate procedural vehicle was not an 
application but rather a filing pursuant to General Order ~6-A's 
Part I-E. It further contended that the application should be 
rej ected because Southwest, with regard to- areas sought which are 
presently certificated to PG&E, had failed to- show that P""~E's 
services were in any way inadequate, and with regard to open areas 
sought by Southwest that PG&E stands ready to-provide service as 
soon as it economically can be. provided in these areas.. PG&E alsc> 

asked that its revised service area map (as filed in Advice.· 
Letter 1380-G) be accepted; that PG&E be authorized permanently to 
serve the All American Pipeline and the LUZ Engineering (SEGS III;: 
and IV units) presently temporarily served since these 
installations are all located within PG&E's eerti:ficated service 
area, and asked that the requirement of prior notice imposed on 
PG&E by D.49101 be removed. In the alternative it requested. 
hearings to determine which utility is best situated to-provide gas 
service in the open territory. 

On July 17, 1987 SocalGas advised the AIJ that it has. an 
interest in Southwest's application and would enter the 
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proceedings. Because of ALJ Johnson's ease load, A.86-10-042 on 
September ,15, 1987 was transferred to ALJ William R.. Stalder. In 
turn, because of his earlier staff work with the parties seeking a 
compromse, ALJ Stalder recused himself and on October 28, 1987 the 
application was assigned to ALJ John B.. Weiss. 

On August 7, 19'87, PG&& filed Advice Letter 1423-G to 
notify the Commission of its intent to provide natural gas service ' 
within its certificated service area to two additional facilities. 
of LOZ Engineering, SEGS units V and VI,. 

Following a dulynoticed,prebearing conference on 
November 23, 1987 in San Francisco',.tbere was.' an initial exchange ' 
of prepared test.i.mony f11ed December 18:,. 1987 with filings :being 
made by Southwest, PG&E-, and. SoCalGas. These were followed.' by':; 

rebuttal prepared testimony f·ilinqs. on January 15-, 1988. By a 
letter dated January 15-, 1988 The Division.· of Ratepayer.Advoeates 
(DRA) ad.vised that while it would participate, it had no position 
to present unless new-issues were rai'sed beyonet those of the 

December lS, 1987· filings, or unless gas supply contracts or other! 
gas supply agreements were suggested as the, basis for division of' .... 

the clisputed.·terri tory... However, DRA subsequently did.' not 
participate further. 

On January,25- and" 26, 1988 in San Francisco, after due 
notice, there were' evidentiary hearings. before ALJ Weiss,. followed 
the even1.ng'of February 24, 198:8: by a public hearing in Phelan" 
california attended by over 300 persons of whom 23 presented their! 
views. 
Brldence of the Parties 

Southwest presented its evidence through the testimony' 

and exhibits of JohnL. Mayo, Senior viee President/Operations,' 
, oerald W _ Neagle, Manager of, Operations Staff, Edward ~.. ltulas.,. 
xBDager of Gas.. SUpply and Production,. and Jaime' Ram.irez· of ita RAte'·' ., ',. 
Department who substituted for Roger C • .'Montgomery, xanager of the,: 

L • ,_ ~ . • I,' 

Rate Department.. PG&E presented.> 1ts evidenc& through -test:tmony· 4Dd. 
, , ' 
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exhibits introduced by Gary Green, Kern Division Marketing 
Manager,and Harold o. La Flash, a Supervising comm~rcial Analyst in 
the Commercial Department of Marketing and CUstomer services. For 
its part SOCalGas presented its evidence and exhibits through 
A. E. Russell, Manager of Marketing Staff. 

Southwest's amended application seeks, first, a 
certificate of public convenience and necessity to extend and 
regularize its certificated service area to include customers it 
currently serves who are located outside its present authorized 
area, communities contiguous to or near its present authorized 
area, SEGS units presently served by PG&E, ancl future customers who 
locate elsewhere in the proposed extended area; and seconQly, 
authority to exercise its county wide franchise to serve existing 
and future customers within the proposed extended service 
territory. Subsequently Southwest,.. by its· Initial Brief, expanded. 
this to propose that the Commission order PG&E and Southwest to 
modify their existing gas supply aqreementt~provide that 
Southwest may obtain its qas supplies from.· whomever it ehoos.es,.. and 
to propose that the Commission provide that any PG&E customer 
located within Southwest's present certificated service territory 
have the option to switch to Southwest. 
ne Five Expansion mos Sought By Southyest 

Southwest sets forth five geographical areas outside its 
presently certificated service area where Mayo testified it 
currently is serving customers (These are identified on Appendix A,: 

Map 2). :tt proposes that these geographical areas be now certified.· 
to it and be added to its existing .service territory. In the 
aggregate these areas are quite substantial and would approximately 
double SOuthwest's. present service area. :tt was Kayo's testimony 
that SOuthwest views these areas· as c~ntiguous .,distribution areas 
and to be the result of growth from its current' distr~ution area. ,. 
Southwest views itself as the only local natural qas: utUity with· 
the facilities, equipment and· personnel necessary to provide those: 
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services appropriately required of a local distribution company in 
a reasonable proximity to these specific areas. 

'Neaqle presented evidence that in each of these 
S qeoqraphie areas Southwest is serving customers--in allover 
eleven hundred. In the Northeast, in AU' A north of Yet'lD:o-, an 
area certificated to- PG&E as part of that utility's ZO-mile wide 
service strip straddlinq the PG&EKilpitas-Topoek pipelines, 
Southwest serves 58 customers in a mobile home park. This serviee 
appears to, be in accord with an. earlier PG&E-Southwest 
understanding whereby Southwest was t~ serve residential and 
commercial customers and PG&E WOUld,' serve the large volume 
industrial customers. 
tacit consent of PG&E. 

Thus Southwest ,serves here with at least'the 
Alonq the central part of Southwest" s 

eastern service:borc1er in the Bell Mountain area~ Area' 13:r SOuthwest' , 
serves 198- residential-commercial customers near the Southwest 
Cement plant served, by PC&E at Black Mountain. In ~rea C,. an. area ' 
certified to PG&E wberein PG&E serves the Kaiser CUshenbury cement 
plant,. SOuthwest serves 4 ranehes.. In Area PI' east' of aear City, 
Southwest serves 71.0 customers. 

axea E is a very large territory. wIl" shaped,. it. varies 
in depth roughly from seven to twenty-four miles. It extends.. north'" 
to south approximately' one hundred miles, and west to- easton the 
leg of the "L,. W approximately forty: miles. It is contiguous to' 
SOuthwest's western and southern boundaries_ However, the 
northernmost twenty mileseetoris territory certificated,. albeit· 
what is generally stated to be, "conditionally,," by 0.4910'1 in 1'953 . . \. 

to PG&E. On its western and southern side,. Area E· is . contiguous to-
socalGas certificated service territory ~ Apart from the PG&E 
certificated seetor in thenorth r Area Eis "open" territory. 
Neagle testified Southwest is providinqservice to a small enclave 
of 1.64 residential-commercial customers just inside the territory, 
south of Hesperia .. 
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In the northern PG&E sector, Area E is crossed by the 
PG&E Topock-Milpitas and the Kramer-Trona transmission ,pipelines. 
Near the waist of the ~L~ the territory is crossed by SoCalGas' 
Palmdale transmission pipeline. The southern leg of the ~L~ is 
crossed by SOCalGas' Transwestern transmission pipeline through the 
cajon Pass. These latter two are interconnected by a north-south 
SocalGas pipeline along the- eastern border of the open territory., 
Southwest has no pipeline facilities in Area E. 

There are two sectors of Area E' of immediate interest to 
both SOuthwest and SoCalGas. Mayo testifiecl that Southwest has 
plans in hand t~ serve a newly announced residential development t~ 
be styled Las Flores Ranch. It is to consist of one thousand 
one-acre home sites and lies. south of Hesperia in the open 
territory of AreaE. Approximately twenty miles to. the northwest 
in the open territory lie the communities. o,f Phelan and' Baldy Mesa. 
Mayo. testified that at times over, recent years Southwest' has done, 
feasibility studies of these community areas, had received 
inquiries and some applications for service, but had: had to face 
the reality that the areas were too- sparsely'populated to. make it 
economically,feasible to. construct a distribution system to se~e , 
them. And Southwest having no supply facilities, in the area would: 
have to depend upon SoCalGas for, a tap, not only to serve Phelan 
and Baldy Mesa, but, also, Las Flores Ranch. Southwest's nearest ", 
high pressure- source of supply of its own would; be near Bear Val'ley " 
Road and Inters,tate 15·. Kulas testified': that, Southwest presently; -
has 2 taps to- SoCalGas supply pipelines arranged by, PG&E:,and 
2 more are in-planning or under construction •. ,'Onder the PG&E

SoCalGas. arrangement Southwest pays a 10- cents: IMMBtu exch4nge 
, . , . 

charge. Kulas- testified further that Southwest has-contacted. 
SoCalGas seeking a,c1irectsale' ud/or, transportation arrangement. ; " 
It would, seek a supply source from, SoCalGasto se:z:ve the Phelan- -:: ' 
Baldy Mesa area as well~ 
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Russell, in opposition to Southwest's plans~ testified 
that SoCalGas also plans to 'serve Phelan and Baldy Mesa. He 
testified that while Southwest has no. supply tacilities anywhere 
near, SoCalGas has several pipelines traversinq this Southwestern 
Sector ot Area E, and by means of its No'. 4-39 north-south 
distribution pipeline just to the west over the area boundary 
SocalGas has been serving some 2,300 qas customers in Wrightwood 
and Pinon Hills, the latter merely 4 miles trom Phelan. Russell's 
testimony also covered Southwest's neqotiations t~ serve the 
~nowline Unitied School District southeast of Phelan. He pointed 
out that SOCalGas·' big No. ll850 transmission line runs south from 
the Adelanto, area down Baldy Mesa Drive and at· one point is a lIlere 
sixty-tour feet from the Baldy Mesa Elementary School which' 
SoCalGas proposes to, serve. 

Russell testified to the point· that socalGas' investors 
and ratepayers have paid.. to. develop its transmissio~ system with 
the leqi timate expectation tha.t when· new business opportunities· 
proved economical SocalGas." could pursue such· opportunities for 
itself". SoCalGas, he asserted, is. prepared, and anxious to. provide 
its own service in the open territory~ and does not believe it 
should be required to· make its facilities available to an adjacent 
utility for the sole. purpose of enabling that adjacent ut~lity to 
compete with socalGas tor new business in an area where SOCalGas 
has the :facilities and, is. prepared to serve. Russell contends· that. 
since Soutl?-west has no tacilitl.es at all in the open territory it 

. '. . I: 
seeks to- acquire, much less' any economically close,. even within. its 
present certificated territory, Southwest is in no. position to: , .. 

. expand into· mos.t of the tast qrowinq sectors, o.f ,the open territory;> 

. much less assert claim to. it as. So.uthwest service area. 
'Ihe po.int o.f' a c~unter argu:ment advanced. by SOuthwest. 

witnesses was that . the' least cost arranqement, to customers; to.:' 
provide service at· Phelan and Baldy Mesa . would be the two.· 
utilities, Southwest and SoCalGas, acting' in concert, with 
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Southwest distributing the gas, purchased trom whomever Southwest 
chooses, and SoCalGas providing the pipeline transportation, with 
the latter being paid a fuily compensatory transportation rate. -
Russell disputed this, insisting that SoCalGas considered that the 
appropriate least cost principle would be a comparison of the total 
cost to each competing utility to put mains and serviee in the 
ground,. conversion' costs (petroleum' gas to· natural gas) if any,. and': 
the on-qoing rate the customer thereafter would have to pay for the 
commodity delivered. SOCalGasdisaqrees that a utility should be 

qrantedthe exclusive.autbority to ~erve open areas solely to allow 
it to better plan development ot its system" and contends it should;" 
not be required to allow Southwest to· make extensions from soealGas,I 
facilities to serve open territo~. It is unnecessary because 
socalGas is prepared to extend, its own facilities. 

Mayo contended that while it should'not be the sole 
criterion, the least cost principle was a factor to- be considered: • 
He testified that 19S7 tiled data indiCates that SOuthwest,had·the 
lowest incremental cost for g'as delivered 01: the three parties to .... 
this proceeding,. and' that its main extension costs a,re the lowest,. 
and its service line costs lower than.PG&E's., 'He' clailned that -, 
southwest was able to purchase gas cheaper at the california borde~ 
than either SocalGas. or' PG&E.Buton cross-examination he'could 
not state what data supported his conclusions,' and Kulas. testified: 
'that he did not know the' components used in the other utility"s 
reports', or whether they included: something' o~er than. silllply spot 
gas prices.. Mayo believes it important that the local distril:>ution,: 
utility ~ clearly identified by the community it serves and that." 

. ~. . \, 

Southwest is identitied locally a~the distribution company: in this 
" 

hig'h desert region. RUssell disputed any claim, on; SOuthwest ~:$ part. ',' 
" " , I' 

to exclusive rec09Xlition, noting' ,that SoCalGas also has a 
• • I • '. 

signif'iean.t presence 'in this }:)ord.er' area,. with.· both ,utilities 
serving parts. of the mountainous area on the East near Big Bear,. 

." ',' . , " "~I 

and So<:alGas s.erving- Wrightwood and Pinon Hills to. the west .. ,· While 
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Southwest has well equipped service center facilities in 
.victorville, SoCalGas has the same at Wriqhtwoocl and the City ot 
. san Bernardino. It is significant in this respect that none ot the 
three doubted the ability of any other to staft up or meet service 
needs in Area E. 

The relative location of Phelan, Baldy Mesa, the SChool 
District, and Las Flores Ranch to present utility service areas and 
pipeline facilities is shown on Appendix A, Map 3. 
me Phelan Byening Public Bearing. 

At the well attended lengthy eveninq hearinq held 
February 24, 198.8 in Phelan, each ot the three utilities had 
knowledqeable staff personnel available to answer floor questions. 
Since PGGcE's tacilities were alonq way distant tromPhelan, making' 
it very unlikely that PG&E would become the servinq utility in that 
particular portion of, the open area souqht by Southwest, 
essentially the local preference tor service was between Southwest 
and SocalGas' proposals • 

The local residents who- testified, it developed, with 
some exceptions" were interested not so much in who, but' rather iIi 
how soon they could obtain natural gas service. TWo residents and:' " 
a mobile home park operator, all located, on one road, and a 
Victorville builder were amonq the seven expressing interest in 
service from, Southwest. Some of these apparently had been 
influenced by an article in a local newspaper which purportedly had 
misstated the terms of such service. Four residents. were 
interested only in qetting' service and eleven tavored keepinq the 
open area. open to competition from, all utilities. .. 
The Jfortbern -ConditionallY' 
egtitied· PGiE ssor' of A:[,eA. It 

We next turn. to the Northern. Sector of Area E, the sector 
-conditionallY' certified to PG&E by D.49101 in 1953.Thisseetor~. 
straddling the PG&ETopoc.k-Kilp·itas pipeline, and containinq the;. 
Tap for the PG&E '!'rona pipeline at Kramer Junction, is an area of' 
particular interest to PG&E as· well as Southwest·.. 'lbe' SEG"s :tXI. to-, 
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VII plants presently conditionally served by PG&E are in this 
sector as well. Sparsely po'pulated to- date, PG&E also provides 
residential and eommercial service at Kramer Junqtion. See 
Appendix A, Map 4. 

Southwe$t'$ Mayo testi~ied o~ that utility'S opposition 
to PG&E's requests that PG&E be permanently authorized to- serve 
these SEGS units. Mayo- testified that *Southwest believes it has 
the right to. extend service to these particular SEGS customers at 
the locations in question,* and that under thecircumstancesPG&E 
should be decerti~ied as to. the area and that Southwest should be" 

designated as the local distribution gas company authorized to
provide natural gas service to customers in the area. While . 
conceding that it was PG&E'sTopock-Mi:lpitas pipeline installation .' 
through.the County in the early 1950 period that enabled SOuthwest" 
to co.nvert its liquefied. petroleum· gas customers to-natural gas and' 
thus achieve its present qrowth.~ Southwest asseres that it is 

qenerally viewed as the' gas dis.tribution company' in the area: that 
PG&E has been generally content to. allow Southwest to- serve 
residential ancl commercial customers,.. showing interes:t only in 
large velume industrial customers. Southwest asserts that it is· 
only reeent growth. pattern ana population projection studies that 
spark PG&Eand' SoCalGas interest to- look over these areas·aro.und 
SOuthwest's present service territory. When questioned about the 
alleged: Southwest Wright to- serv~* in PG&E"s' eerei~ieated. 
territory, Mayo. stated that'; this *rigllt* derives ~rom:the, tact that 
*It it is to bear the burden of being- the loeal distribution 
company ~or residential anel commercial customers,. that those . - . 
customers are- also. entitled' to the economic benefits that ean. 
derive from large.volume.industrial sa.les.* Montgomery testified. 
for SOuthwest that estimated agqregate annual requirements'fer the 
SEGS plants in the PG&E certificated North~rn Sector of Area E, it', 
transterred to Southwest, would: result in.an approximate S. percent: 
reduction in rates.. This, he testified, would bene~it the 
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residents who live and work in the communities closest to· the SEGS 
plants. In essence, Montgomery asserts PG&E wouldn't even miss the 
loss. ~his, PG&E disputed. 

La Flash and Green in rebuttal testified that PG&E has 
been and remains willing and a~le t~ provide residential and 
commercial service to, new customers, both within this Northern 
Sector of Area E and the rest of PG&E's certificated area along the 
Topock-Milpitas and other pipelines, and in the open areas, when 
and as such service becomes economically' feasible. They pointed to 
the adj'oining PG&E areas. just across the county line in Kern County. 
as examples of this willingness and ability to serve.. The· high 
desert not ending at the county line,. Green described. PG&E"s 
activity in attaching new customers,. with extensions on. either side 
of PG&E's Kralner-Trona pipeline along U.S. Kighway 395-, including 
service to Inyokern (tc> be completed in February,. 1989) to, 
2,000 customers, to Bear Valley-Springs to, serve 600 customers, and.: 
a, new $1.4 million office/service center j,ust, completed in 
Ridgecrest. Green testified of current evaluations of the 
economics of extensions to- Randsburg and Johannesburg.. Green 
further stated that in the first quarter ot 1989 PC&E will ~. 
serving ~out 14,000 customers in the hiqh., desert. ~d has added pay 
stations in Boron an? North. Edwards',. just over the County. line ,to 
the west.. Present residential-commereialservice is proVided. in 
the northern PG&E certiticated, part of Area E only at Kramer 
Junction, the' only settled area. On cross-examination'Green 
testified that PG&E has refrained. from makinq service evaluation 
studies in its san Bernardino~ County certificated areas in recent 
years pending final :resolution))y the Commission of.the present. 
proceedings. 

La Flash testified that PC&! bad every right to· connect' 
1 ,', 

the SEGS plants in. this. Northern sector ot AreaE r its certitieated 
area... He testified that the notice 'requirement placed uponPG&E'by' 
Ordering Paragraph' 6- ot 0.49101 in 1953 is unique' in the utilitY"~ 
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experience; that it is an anachronism, and that no other utility in 
California has such a requirement. He observes that Southwest, 
today one of the 10 largest gas distrib~tion utilities in the 
country, is no longer a ~om and Pop* utility to· be sheltered from 
competition, and asks that PG&E be relieved of the requirmnent. He 
testified that acquiring and connecting these SEGS plants required 
substantial marketing and administrative efforts by PG&E in 
analyzing and preparing proposals, negotiating terms and 
conditions, and arranging tor permits and land rights tor 
facilities, in addition to constructing the required facilities. 
He asserts Southwest has no basis or reason on which it can base 
any so-called "right" to take· over these customers or ask that PG&E 

be decertified. PG&E asserts that it 'vigorously contests any 
notion that it is willing to give up its existing customers,* and 
argues.. 't:.llat Southwest has ade no alle9ations whatsoever that PG&E' 

is . providing inadequate service in any way in its existing service: 
area or tOo existing customers. La Flash states that as an economic 
basis developes to introduce service into this sparsely inhabited" 
area PG&E will serve just as it has those residential and 
commercial customers already at Rramer's Junction. 
PGi:E and socaJ.Gas Counter 
PrQpOU1s tor 'QpEm' Tet'ri'torv 

Both PG&E' and SoCalGas object to Southwest's territorial 
proposals, testi~ying that such blanket annexation proposals are 
anticompetitive: that by attempting to annex all the ·open" high 
desert in this southwestern· part of" san Bernardino· county without I 

knowinq when or exactly where future qrowth will occur, SOuthwest 
tries to make sure it will not tace' any competition f"or that· 
potential market~ Russell testif"ied that since Southwest has no 
facilities at all in the open territory it. seeks, muc:h: less. .any 
economically close within its presently certi~ied territor.y, it is 

. in no position to expand in.to some of the fast growing- sectors, 
much less claim it as SOuthwest service territory. :Indeed,. 
. SoCalGas contends that with supply facilities already in place, it,: 
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not southwest, is best situated to' provide service in areas of the 
open terri tory sueh as the Phelan-Baldy Mesa sector of Area E. 

The thrust of the testimony O'ffered by both PG&E and 
SocalGas was that Southwest's qrowth in san Bernardin~ county was 
not obtained by pre-eertification of larqe chunks of open service' 
territory, but rather had been obtained in the :manner which both 
contend should be applied in the open areas; that is, as people 
move into the open territory and it becomes economic to serve them~ 
the utility for whom it is most economical should make extensions 
in the normal course of business, and that the territory thus 
entered should be annexed to their recorded service territory 
pursuant to the provisions of General Order 96-A. According' to' the 
testimony of La Flash and Russell, there are the procedures under 
which PG&E and SoCalGas have operated in both Kern and San Luis 
Obispo Counties for :many years with general success. It is ~er 
suqqested that a half mile band off either side of a:ny line 
extension would constitute an appropriate service, area for 
annexation. It is the contention of both PG&E and SoCalGas that by 

this application to' annex large.chunks of sparsely populated open 
territory Southwest seeks to' achieve administratively what it could 
not achieve competinq in the normal course of business. 

However, the evidence with respect to Area A, B, C, and D 
also points toa conclusion that ,Southwest has been the only 
utility providing a de factO' presence in those- areas as a local gas 
distribution'company providing residential and commercial service .. 
The same cannot be said with respect to' Area E. 
~ication or, the 1.2/31/82 
10=Xeg PGg-sO\lt.Ju(est SUpply AgreeMent 

Kulas testified tbatthe PG&E-Sou'tbwestl.Z/31/8Z 
agreement was a 10 year full' requirements contract whereby PG&E 

supplied gas to' sOuthwest pursuant to PG&E'sRate SChedule G-63. 

'In addition, f'ollowing the :1.985- commission authorization·~or 
transportation of customer-owned, gas over a utility'a-pipeline, 
Southwest has had' a short-term transportation', Agreement with PG&E 
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whereby the latter transports Southwest owned gas over PG&E's 
pipelines from the California border. But this agreement aoes not 
provide tor transportation of Southwest ownea gas acquired within 
california. Southwest also· has discussed with SOCalGas the 
possibility of direct sales and/or transportation arrangements 
:between SocalGas and Southwest. 

Accordingly, in addition to its territorial annexation 
proposals, Southwest in this a~plication asks the Commission to 
instruct PG&Eand Southwest to: modify their existing agreement, 
removing the wall requirementW limitations. ~las and Mayo 
testified that Southwest wants access to· a variety o.f gas sources 
in order to optimize supply·economics and operational flexibility. 
Kulas testified that direct service from SOCalGas in some instances 
'may be necessary to. provide the increased vo.lume and pressure 
required for reliable Southwest service to some futU%e customers. 
He s.tated Southwest. was currently considering· short- and lonq-term •... 
purchase contracts with other pipelines and is aetively pursuing-, 
storage arrangement,. transportation and exchange agreements. with 
pipelines which ·have access to PG&E, Northwest, and El PasO'; all to 
develop a long range supply portfoli~. 

La Flash responded by testifying, that in recent gas 
restructurinC] proceedings the Commission determined that customers ':, . 

, '. ,\ 

should be free to, obtain gas supplies from any possible source, anc:( 
that to the extent the PG&E-Southwest agreement did not co~orm, a' 

, . 
very simple amendment could accomplish that result. Upon request 
PG&E would comply. But I.a. Flash expressed· concern over what' effect:. 
COmmission permission to:. So.uth.west to- take . serv.ice directly form .' I 

SoCalGas woulcl' do to· PCScE's- service obligation'· to Southwest;' PG«E 
strongly ol:>jeets. to any.notion . that. Southwest be permitted to- ' 
freely swing· between transporters or bypass' PG&E entirely, 'becauSe 
this. woulcl ):)e. detrimental to PG&:e's' other customers, who would then: 
lose the Southwest contribution to·marqin.. PG&E's position is that:: 
PG&E's' obligation is. in proportion: to-. the core customers it is :. 
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serving, and if Southwest is authorized to take direct service from 
SoCalGas, it is loqical to reduce PG&E's level of service 
obligation and its obliqation to provide Abnormal Peak Day Supply 
protection. To the extent Southwest prospectively proposes to be 

free to swing, it must be prepared to proportionately yield 
guarantees of firm committment during curtailments and for peak 
service. 

Russell testified that SoCalGas had no poSition on 
possible modification of the PG&E-SOuthwest agreement. However,. 
SOCalGas is. opposed to providing gas service to. Southwest, when. the. ' 
only result would be to qiveSouthwest a competitive advantage in 
the open service territory. SoCalGas' further observes, even if it, 
were authorized to- charge Southwest a fee for use of its 
facilities, SoCalGas'" competitive position!n acquirinq new 
cus.tomers would be reduced~, the rate would not necessarily 
compensate for the business SOcalGas would forge> bybeinq required., 
to allow use of its facilities to compete. 
%he All Mericp Pipeline eultOllen, 

One of the eus.tomersc~ently temporarily supplied by' 

PG&E was All American Pipeline Company. Resolution No. G-2702 left'" 
the permanent resolution of who shOUld serve to this ,proceeding .. 
LocateQ within,PG&&'s Eastern,Sector of the' 20 mile strip 

/,'" y.' 

straddling the Topock-Milpitas pipeline, aseetor certificated to', 
PG&E, the customers' facility nearest to,Southwest territory is at:, ' 
least 30 miles' east of Area A. PG&E 'asks that its authorization ~' 

, ' 

serve these two facilities be made permanent. 
ReyiSWD of 'Bistorlc Serrice Ar'ranqewmtB-

Finally, Mayo testified' that Southwest also asks the 
Commi.saion to' provide that any customer 'historically' aerved by PG&E 
who .is, located w.ithi.n Southwest's preaentlyauthor!zed service 
territoxybe, qiven the option: of switching to. SouthWat,. and offe~ . 
to compensate PG&E fo~ the depreciated oriq.inal coat value of Such· 
faeilities,aaPG&E . may have inatalledspecifically to-aerve these, .• ' 
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customers-to the extent Southwest elects to acquire them. These 
customers are the Riverside Cemont Plant and the Southwestern 
Portland Cement Plant in Victorville, the Southwestern Portland 
Cement plant at Black Mountain Quarry, the Kaiser Permanente'Cement v' 
Plant at Cushenbury, and Southern california Edison Company's Cool 
Water Electric Generating Plant near Yerm~. Southwest contends 
that such Commission action would constitute an appropriate means 
for redressing PG&E,' s pas.t practice of reserving large volume 
industrial loads to itself, incident to establishment of'''all 
requirements" supply agreements with Southwest which lacked equal 
bargaining power. 

PG&E's position is that Southwest casting ,itself as a 

powerless victfm disregards the facts.. 'PG&E points out that it was: 
the existence of PG&E's transmission lines to serve different 
industrial customers in the' high desert that· first' enabled 
Southwest to' extend its resident,ial-commercial service, and all of ' 
these PG&E served plants were ~erved with Commiesion authorization:: 
to which Southwest could have objected. PG&E further argues that 
if the8e PG&& historical customers are to have the option to 
switch, so should' Southwest's hiat,orical customers, and let such a, 

"free-for-all" ultfmately det,ermine which utillty the customers 
want to be .. the'" gas distribution company in the high desert. And", 
PG&E would' include the SEGS land 2 plants located in arecU dually'::, 
certificated' to PG&E and' Southwest. PG&E asserts, that there has. 

been ab80lutely no showing- thatPG&E haa:been, rendering' .inadequate,' 
service to its existing industrial customers, or that another 
utility could render superior service. See Appenclix A, Hap. S. 

SUbN."i9D 
Following the last hearing, initial concurrent briefs 

were filed' April 15, 1988, followed by final briefs • The matter' 
was submitted for decision xayl8:, 1988:.' 
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l2iscussion 
Southwest has indeed come a long way since the early 

1930'$ when Harold G. LaUb, obtained certificates of public 
convenience and necessity to construct a gas conversion plant and 
exercise county franchises.granted ):)y Ordinances 335 and 336- to 
initiate liquefied natural gas service to 520 customers in 
5 townships centered. upon Barstow and 4 towships centered upon 
Victorville. The metered tank gas business grew and :by 1951, apart 
from Barstow and Victorville, Southwest was also.. serving Oro 
Grande,. Nebo, Daggett,. Yermo" and Lenwood customers. 

But it was in the early 1950's, after PG&Ehad completed 
its Topock-Milpitas pipelines andaqreed to provide wholesale 
natural gas to Southwest for the l.atter's residential and, 
commercial customers that Southwest really qrew. Southwest 
constructed a 26- mile 4-inch line from PG&E's Hawes Station on the 

( 

Topock-Milpitas line to vietorville to.. take delivery of the PG&E 
qas,. and another 1 1/2 mile line from PG&E'spipeline at Bear 
Valley Road to serve Barstow, and receiving the :benefits of PG&E's, 
diversity of supply, evendurinq years when .El paso'supplies to
PG&E were curtailed, southwest prospered.. In the mid-l950 period 
the two utilities cooperated, with PG&E constructing pipelines to 
serve large volume industrial customers' such as Riverside and 
SOuthwest Cement plants' near victorville, and the cement plant at 
CUShen:bury, while Southwest expanded: its' resid.ential and commercial 
service to new areas such as Apple Valley, Lucerne Valley, Hinkley, 
camp Irwin, and Hesperia. 'rhis was in, accord, with an agreement 
between the utilities where under PG&E would serve large . 
interruptible customers located within Southwest~s. certificated 
area where qas. requirements exceeded 3· million cu .. :ft .. per day_ 
(Aqreement of July 8, 1957.) 

During the 1960's Southwest followed up its earlier . 
acquisition of A liqllefied petrole\Ul\ qas. distribution system. in: the, 
Big Bear area, aIld, with the assistance of PG&E in making available 
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supply taps, it constrUcted a 16 1/2 mile long 6-inch transmission 
main to the area and began natural gas service in 1965. Thereafter 
southwest determined tb~t it wanted to be able also- to serve large 
industrial customers within its by then expanded franChise area 
encompassin~ the entire county. Accordinqly~ when the new 
exclusive gas purchase agreement was negotiated in 1981-1982, the 
restriction on Southwest serving large industrial customers was 
deleted.. 

Southwest had come of age. Growth became explosive in 
J.983, and led to a 48 percent increase in customers between 1980, 
and 1986. Today in San Bernardino County Southwest profitably 
serves over 68,000 customers. It presents population growth 
estimates that project over a 200 pe:r:::cent increase by 1990 in its' 
present certificated.' area. In the States of Nev~da,. Arizona, and 
california, Southwest currently serves approximately 
820,000 customers. 'today it is one of the 10 largest national gas.' ' 
cUstribution companies, in the United States. 'today Southwest is nO. 
lonqer a small local qas distributor". needing all the assistance it 
can get to survive. As. this. application alnply demonstrates, it' isi, ' 
a confident, aqgressive, and sol'idly based competitor in San 
Bernardino, County. 

Against this backdrop, we proceed to address the 
components of the application. 
The ExpAnsion Areas Sought, 

The area souqht encompasses more than 40 townships spread 
over most of the periphery-of a 10,000 sq •. mile box. With few 
exception~ the territory consists of uninhabited areas of the , 
californiahiqh, desert ... ,Our problem is tc>~etermine what course 
public utility development should.tollow to best reflect the public 
interest. 

Both PG&E and, SocalGas advocate retention of the' status; 
quo of 'open territory' whiCh presently' applies; with .wbic:hever,' . ", 
utility for whom: it is most economical to make extensions being the ' 
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one to do so and serve as people move into, an area ana cluster with 
sufficient density to, make it economical to serve them. If more 
than one utility can do so~ they would leave it up to customers.to 
choose. 

Southwest seeks to incorporate the entire are~ into its 
service territory on a precertificated bas'is, thereby reducing- the 
potential for protracted and expensive disputes and removing
potential for custome~ confusion r bearing- .in mind there is always 
the prospect for decertification as to any situation where the 
utility was either incapable or unwilling to· render service. 

The PG&E and' SocalGas' course has been our traditional 
approaeb., and generally it has served well, in the more urban areas.. 
But in large substantially uninhabited areas such as we are 
encountering- in this proceeding ~ere are ~ther factors to be 

considered. Designation of .a specific ut'ility to exclusively serve 
a specific precertitieated area will. provide for more economically 
sized and located facilities. .for purposes.· of meeting future 

, '. 
pressure requirements and undertaking appropriate reinforcements in 
a cost effective manner.. The economic savings and operative 
efficienc1es resulting from such advance planning and layout can 
represent a substantial benefit for the affected ratepayers in 
ensuing years. CUstomers clearly knoW' who their local utility is. 
Another benefit is the rate uniformity that will prevail in a 
geographically defined, and homoqenous' area.. ,customer choice is 
frequently developer's choice, partieUlarlywhere,. as in, the'sa 
areas, it is reasonable to assume that a substantial amount of the_ 
new residential load growth anticipated will occur as the result of: 
subdivision development. . 

, , • " , .' I 

We do not :believe that- the public- interest would best be., 
served, by precertifying.the entire area ,Southwest seeks: to'that 
utility.,.. particularly where SOuthwest is not .ina position by 
itself to expand~service into certain of the fast, growing·sectors,. . ' . 

, . '. ' , " 

whereas other utilities are. Cooperative efforts to expand service' 
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can work where the interests of the participating utilities are 
mutually fostered and benefited, but when those interests turn. 
competitive cooperation ceases. Recent history, as well as the 
evidence in this proceeding, has shown us that to allow the present 
state of affairs to continue would only mean the spawning of new 
controversies and discord--not to the interest. of the public. 
Allocation of specific service' territories in some instances can 
serve to redirect utility efforts to a more constructive objeetive~ 
of public ~ervice. The evidence .in this proceeding indicates that: 
appropriate factors vary sector by sector. Accordingly, we will 
address the allocation sector by sector. 

Are' A: While these· 2" townships, very sparsely 
populated, are part. of the area certificated to PG&E by D.49l0l in 
1953-, PG&E has done nothing other than the initial installation' .. 
of pipeline and related facilities for transmission of out-of-state 
gas through the area. At leos.tt·ocitly, if ,not actively through. 
making taps available,; it has been willing over the years to pe:z:mit· 

• , • I 

Southwest to provide and serve the 58 residential-commereial 
services that are present north of Yexmo. Having, allowed Southwest 
to establish the only de facto local distributor 'presence in the : . 
area, we conclude that the certification should be' transferred to :, 
Southwest and will grant· Southwest' 8 application in. thisreqard. I 

Area B: These la1/2 townships have to date attracted~. I 

few inhabitants other than: in'the Bell Mountain and Lucerne Lake "'" 
areas. Again, although PG&E has installed 2 pipelines. crossing 
much of the' area, other than serving Southwest portl~d Cement' 
Plant at Black Mountain, there has been no, effort on its pext to .: 
extend service to residential or. commercial consumers, leaving 
Southwest to do it, so that today Southwest s~:rves the 
198: cu~tomers who dc> have service.... This mostly.has been "open" 
territory" Surrounded· on 3; sides by operative Southwest terr1to:cY" 
rather ·than leave the potential for an island development, within . 

,it, we will certify both the open area and the 4 nortbern.townshil?s,< 
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that have been within the PG&E certified strip to Southwest. 
(~disav11evic, D.90262 in A.58:345, May 6, 1979.) 

Area C: The 2 plus to~hips included were certificated 
to PG&E by 0.53794 in 1956, in the anticipation. that PG&E would 

serve the Kaiser Permanente Cement Company plant at Cushenb~ and 
any employees. who, it was. expected, might build homes in the 
vicinity.. PG&E is serving the cement plant, but the only 
4 services in the area otherwise are to 4 ranches, and Southwest 
provides that service~ Southwest provides the only residential
commercial service around' the periphery of Area C,. and again, 
rather than create the potential for a future service island deep . 
in another utility's. service territory,. we will transfer the 
service territory to SOuthwest. 

Area D: With no present or potential competition, 
Southwest already provides service to-.710 customers in this. 
township signed area adjaeent to Southwest 'sBiq Bear serviee area 
facilities.. It will be certified to SOuthwest .. 

Area Xc SOutheastern Sector: In . the 4 townships that l'ie 
to the east of Cajon Pass's Hiqhway lS, SOuthwest presently, e.exves: ' 
164 residential-commercial customers,. albeit, from a PG&& arranged. • 
SoCalGas supply tap to SoCalGas' No. 4000- 36-incb: pipeline whieh .;, 
crosses the western half of the sector.. Southwest has also 
developed, an arrangement whereby it will also serve approximately 
1,000 customers in the projected, Las Flores Ranch development., 
However, Southwest must either extend its own facilit1e~ south ,from 
Bear Valley Road: onH1ghway 15 or come to- some arrangement with 
SOcalGas. Negotiations are already underway with Southwest 
proposing to buy gas' direct: from SoCalGas, or it is poss1ble the 

1-

2 utilities may'reach an arranqement whereby SoCalGas would: 
transport-Southwes-t oWned qas to. the. area. Exp.ma!on.south from,. 
SoUthwe8t'8 service area from".tbe' Hesperia area i8 a loqical 
resolution of, the serviee area· issue hel;e since- the DlO~u.ins. along 
the southern part of the sector make it .s' natUral boundary .. 
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Southwest, apart from already serving in the sector, and having 
made a showing as to the need for service, has service facilities, 
at Victorville, and provides a local distributor presence. We will 
certify this sector of Area E to Southwest. 

Ax'Qa Xc SouthV98tem Sector: In this. approximate 
4 township sector the interests of Southwest and SoCalGas come into 
sharp conflict. SoCalGas has gas supply lines in place, straddling 
the entire area with 2'north-south pipelines, No. 118'5 and 
No. 4-39, admirably suited to eventually loop the areA. In 
addition, SoCalGas already provides service to over 
2,.300 residential and.- commercial customers in Wrightwood. and' Pinon 
Hills, just over the western boundaxy of the sector. Both 

Southwest and.' SoCalGas have been discussing service to. Phelan. and • 
Baldy Mesa. PhelAn is only 4 miles from wrightwood;, SOCalGas' 1185 
pipeline runs down' Baldy Mesa Drive. SoCa1Gas. also provided, ' 
evidence of ad.vanced. negotiations to- serve- the'Snowline SChool 
District between Phelan and. Bald.y Mesa .. , The people who spoke ,at 
the Phelan evening hearing, clearly wanted: service as soon as 
possible without preference who was to sene.. service from " 
SoCalGas. would' be quickly possible' since SOCalGas bas. the supply 
facilities and is adamantly against being required. to-make its', 
transmission facilities· available, to SOuthwest to enable the latter 
to compete in what SoCalGas regards as its' backyard:. 5oCalGas. 
cited Pac. Tel. & Tel. C9.y. Ischelman et a1'. (1913) 1&& C &40 as 
authority for the proposition that to require SoCalGasto make its 

transmission lines available to' Southwest1n:this. matter would De··· . . 

an unconstitutional taking of propertybeeause" inter aliA,. the 
interconnection . requirement was. not necesS&:y to. provide serv1c~ ',to . 
customers, .but rather only tG"qivea competing utility an advantage 

. a.t SOCalGAs' expense. The C~urt, SoCalG8.&' argue8-r reasoned:. that;: to . 
allow competitors to interconnect with another utility's'facilities 
would <l1minish the . value of the facilities because such ,facilities. , . 

would be les8 valuable in acquiring new business. even, though 
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compensation would be paid for their use. There was no evidence or 
reason to believe that southwest could better serve Phelan or Baldy 
Mesa, or this sector. We see no significant cost advantage in the 
respective services. We conclude that the public interest is best 
served by this sector of Area E being certificated to SoCalGas. 

Area E. The Northern Sector: We find it difficult to 
accord Southwest's proposal to strip PG&E of this service area 
sector and the SEGSplants III to ~I, and give them to Southwest. 
This' area was certified to PG&E by D.49101 in 19S3, albeit 
Nconditionally.N But ordering Paragraph 6. in that decision was 
placed there, not to afford Southwest any edge or veto power over 
PG&E customers to be added in the strip area,. but rather because of 
the gas shortages of that era and to allow the Commission 
opportunity :before additional load was obligated to review the' 
supply situation and: prospects before assenting. Ordering: 
Paragraph 7 was included to make certain that Southwest's interests 
elsewb~re in the utility's, franchise area than theeertificatea:-
20 mile wide strip of PG&E territory- would be considered before' 
PG&E coul~ add customers in open areas of the county where both of 
the utilities were franchised'. 

The original purpose of Ord.ering Paragraph 6. has long 
since been obscured with the passage of time.,' When it surfaced 
again in the PG&E Advice Letter 1380-G process'we erred in 
concluding the language useel. required more than notification. No 
useful'purpose today is served by mandating'the advice· letter 
procedure for each new' customerPG&E proposes to add: yithin its' own ' 
kertit'ieated service area. No- such requirement is placed on any 
other utility. in california, nor on PG&E in areas outside san . 
Bernardino county. . The notice requirement is. an a.:n.achronism· with 
no· present. justification .. for it.'·It creates. unnecessary-paperwork 
and use of commission time_ We- will delete the requirement. , 

The Commission' on numerous occasions. has addressed the 
stanc1ard required :for taking customers and' certificated service 
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areas away from a public utility to give them to another. (see 
~lara Street Water CO, v, Park (1948) 48 CPUC l54, Syper-Temp Corp. 
v, Suburban Wtr, SYstem (l963) 6l CPOC 385·,386.. See also In Re 
SoCA1Gas C9. (l963) 6l CPUC 465-.) Such. action is based upon a 
failure to adequately serve. In Cal Water Service Co. (1983) 

lO CPUC 2d 690,696, we determined that a utility should be 

protected with regard to· the integrity of its filed service 
territory, and absent a strong'and clear showing that a demand had 
been made upon that utility to provide service within that filed 
service territory under the terms of its filed tariff, and that 
utility had been unable or is unwilling to comply,.. no change in the 
service area of the utility should be made. Here there has been 

absolutely no showing that PG&E has failed, to serve anyone who 
seeks service and is reasonably placed to-be economically ser.red. 
~o the extent that there is any residential-commercial development 
in this 4 plus township sparsely settled seCtor certificated to 
PG&E, PG&E has . served it at Kramer ,Junction. In addition, PG&E has': . ' 

agqressi vely marketed the area to· secure the SEGS plants III to VI 
for the area,. albeit "conditionallyK or temporarily to be served l::>y' 
PG&E pending resolution of this proceeding.. While a utility has no 
legal obligation to undertake to· serve an area, once it accepts 
certification from this Commission it must thereafter serve all 
customers within its service area. to-the reasonable l~it of its 
facilities (BrockmAn V. Smithson' Springs wtt, CR. (1957) 56 CPOC-' 
28). PG&E has done just that. Aside ·from the obvious. fact that 
Southwest "wants" this sector, or more truthfully, the industrial' 
customers located on it, Southwest has absolutely no· legal clafm to 
either and we see no reason to distur:b- PG&E's rights with r~ard to' 
it... There is as much a community of interest west for- any persons,.' 
or industries that might settle in the sector as there is eastward~ " 

Area E« "Open" Ten'itory: With reqard to. the approxilnate:" 
6 townships lying' l::>etween the PG&E certit'icated northern part ot 
Area E and the SoCA1Gas Palmdale transm:i.ss:i.on line, the area 
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dominated by the Shadow Mountains, we have no evidence. 
Accordingly, we will leave it as wopenw territory where any utility 
that can do so' economically, is free to extend service. 
The 12/3l./82 l.o-Year PGH!-southvest l 
SUpply Agreeaent 

We leave it to the parties to modify their aqreement to, 
remove or modify the wall requirementsW provision. La Flash 
testified that PG&E would do so upon request~ But SOuthwest cannot 
have its cake and eat it too. If Southwest elects to- freely swing" 
between transporters. or otherwise bypass PG&E entirely, PG&E will 
lose the contribution to margin now provided, and moditications 
must also be made to relieve PG&E of any obligation to provide tir.m 
sery-ice. As we stated in D.87-09~069, dated May 29, 3.9S7,. ~t 

page 63: 
WGas. which moves in interutili ty transportation 
will flow to the utilities themselves and to 
their wholesale and noncore retail customers~W 
(Emphasis added_) 

The All American Pi,pe1ine CUstOMrs 

.' Located tar eastwardtrom the nearest Southwest 
territory', the All American Pipeline facilities included in this 
proc::eediIlq will be permanently certificated to. PG&E.. The 
requireme,nts. of Ordering Paraqraph 6 of D.49l.01 will also. be 

deleted as no lo'nger appli~le to the 20 mile, wide strip of Pc.&E:: 
certifica:'tcd territory lying east of Newberry Springs. 
The :tDdust:d.al CUstoaera Bistorical.ly 
Served by PGRyithin Southwest territOXX' 

These cement plants and the Cool Water Electric 
Generating plant were all contracted for,by PG&E many years ago., 
and there has, been no showing that they' are inadequately served .. 
That PG&E wmight not miss them'" were they transferred to SOuthwest, 

, , , 

and. that they would enable SOuthwest to lower rates', cannot be 

grounds for transferring PG&E, customers to Southwest. southwest,.' 
,at the tilDe these connections: were made, Was in no. position to. 
provide service, to. them, and~ it acquiesced in their certification:' 
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to PG&E at the time each was authorized to PG&E (see 0.53610 (1956) 
re Southwest Portland Cement Corp. and Riverside Cement Corp. near 
victorville; 0.53794 (1956) re Kaiser Permanente cushenbury cement 
Plant. and 0.68695 (1965) re Southwest Portland Cement at Black 
Mountain--outside Southwest's present certificated area. and 
0.5978'1 (1960) re SocalEdison's Cool Water Electric Generating
Plant). Those certification proceedings were the time to, register 
protests, if any there were, not this late date. That today 
Southwest may be in a position to, serve these plants or that its 
service territory has been expanded to enclose them is not 
sufficient reason nor does it provide a basis for a transfer unless 
PG&E would be' willing,to do s~. Southwest is not a ward of this 
comission entitled to any preference., This Commission is 
prohibited from granting any preference or,advantaqe t~ any 
corporation (PO' Code § 453(a» '. Based on com:mission precedent and 
the law, as well as fairness and the record in this proceeding,. 
there are no, qrounds for awarding customers historieally served 
satisfactorily by PG&E, to, Southwest. 

It is interesting to note that while southwest believes , 
the Co~ission should allow PG&E customers within Southwest service 
territory to, have the' option of requesting service from SOuthwest, . 
i .. e .. , to switCh, Southwest is unwilling to' consider allowing itS, 
customers the option of switchinq to PC&E, even though, :based upon:. 
the advantag-es inherent ina volume business, its witness Ramirez 
on cross-examination conceded that ,Southwest's com:mercial"and 
residential customers in the high desert area would be better off 
if SOuthwest sold, its facilities to PG&E ... 
FiruUnm; of lAct 

1. SOuthwest, PG&E and SocalGas are california public 
utility corporations engaged,in'the,transportation and distribution 
of natural gas within California subject to- the j,urisdiction of 
this commission .. 
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2. In the period 19l1-1951 r Southwest was a local 
distributor authorized by this commission to. distribute liquefied 
petro1ewn gas to residents of nine townships centered upon Barstow 
and Victorville in san Bernardino County. 

l. After World War II discovery of additional natural gas 
sources within california fell behind demand~ compelling the major 
gas companies to seek and import supplies from out-of-state. 

4. Both PG&E. and SoCA1Gas. constructed large size gas. 
transmission pipelines and related facilities to· bring out-of7state 
natural gas to· California metropolitan areas. 

s. PG&E in the early 1950' s, pursuant to Commission 
authorization, constructed~ and subsequently had to. expand, a 
Topock to Milpitas pipeline across san Bernardino. County. 

6. In 1951 PG&E agreed to. wholesale natural gas to· 
Southwest, thereby bringing cheaper energy to. the customers of 
Southwest~ enabling Southwest to. convert to natural gas and to. 
achieve substantial expansions. 

7. By D.49101 in 1953 PG&E was authorized a 20-mile wide 
strip service territory across san Bernardino County and straddlin9 
the TOpock-Milpitas pipelines~ but PG&E was not to. serve within 

Southwest service territory as then defined,. or as miqht later be' 

awarded and recognized by the commission. Ordering Paragraph 7 ot 
the decision provided that PG&E was not to. serve any new customers 
outside the PG&E certified stri~ territo~ without further 
certification by the Commission. 

S. To. ensure that proposed new gAS. loads Ki'thin the PG&E 
certified stri~territorywould not overbur~en or endanger supplies 
for PG&E's metropolitan areas, ordering paragraph 6 was included in 
D.491.01.. Xt required that particulars. relat.ive to any proposed 
additional customers within the PG&E certified strip territory in·· 
the County be first submitted to- the commission. 

9. Successive exclusive requirement contracts ,to 1982 
between PG&E and Southwest generally' provided~ inter Ali.A, that 

- l7 -
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southwest would serve residential, commercial and the small volume 
industrial loads while PG&E would serve large industrial loads over 

3 million cu. ft. per day. 
10. Ouring the 1950-1960 period PG&E constructed distribution 

pipelines off its Topoek-Milpitas main pipelines: (1) from the 
Hinkley area, a 12-inch line to and past Victorville to, serve 
several large cement plants nearpy Victorville, and to- the east of 
Victorville for another cement plant., and (2) from the Daggett area 
a 10-inch line to CUshenbury to serve another large cement plant. 
Southwest constructed a 4-inch distripution line off the PG&E 
Topock-Milpitas line to the Victorville area"anct sw>sequently 
extended it southeastward to Big Bear in 196500: 

11. Ouring this period PG&E also furnished a nwnber of taps 
from its pipelines to accommodate Southwest"s local service 
requirements and arranged throu9h exc:.b.anC]e aC]reements with SoCalGas; , 
:for several taps, to'. SocalGas transmission lines' where such best 
served Southwest needs. 

l2.By 1980, Southwest, with 42,5000 customers in san 
Bernardino County was experiencing unprecedented growth, and 
desired to itself provide servic~ to large industrial customers. 

l3. The 1982' revisions of· the PG&E-Southwest full 
requirements agreement removed restrictions on ~Southwest· seeuring 
and serving large industrial customers,. leading to Southwest taking· 
on service to SEGS' plants I_and.II in 1984'. 

l4. SUbsequent disagreements between PG&E and Southwest led. ',' 
t~Advice Letter filings and protests on both sides~ unsu~eessful 
,nQ9'otiations,. and finally to this. ,application and· its protests .. 

. . ' 

15... By this application,. and related' incorporations,. 
SOuthwest seeks a certificate of public convenience and necessity
to add approximately 40 townships lying on' its present peripb.eryt~· 
its present certificated service territory~ Included are areas 

. .. 
presently ~ertifieated.· to· PG&E. It further.· seeks transfer to. it~f' 
service to SEGS plants III to VII as well as: service' to the 
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4 cement plants and the Coolwater Electric Generating Plant 
historically served ~y PG&E. 

16. Today Southwest is amon9 the top, 10 largest gas 
distribution companies in the Nation with over 820,000 customers, 
of whom 6a,000 are in san Bernardino· County. We find that 
southwest is 'o! age.' 

17 • SOuthwest in support of its application points to the 
fact it already serves over 1,100 customers in various sectors of 
the area it seeks. 

1a. SOCalGas, with several major transmission lines as well 
as a distribution line crossing the SOuthwestern Sector of the area,' 
Southwest seeks, is ready, willing, and able' t~ promptly serve the ,.', 
Phelan· and Baldy Mesa Communities and has advanced neqotiations to', 
serve the Snowline School District. 

19. SOuthwest, also- desirous of serving Phelan, ~ldy Mesa, 
and Snowline,. has conducted. surveys and ,studies to that end,. but 

with nO,5upply' facilitieso! its, own anywhere near, 'WoUld require 
access to, SocalGas facilities to do, so, a prospectSoCalGas 
strongly resists. 

20. In a very well attended evening hearing in Phelan ' ,,' ,,' 
February 24, 1988:" the' local' residents, of the area expressed 
principal interest in early service rather than in what gas companY 
would sexve. 

21. PG&E and. ,SOcalGas obj,ect to·, Southwest's territorial . 
aCqllisi tion proposals, proposing instead retention of the ""'open"" 
territory status. 

22. On balance, the arguments,' for and against 'open"" status ,,' 
indicate that the public interest would ~ best served in this 

. , ' ' 

situation by certification to specific utilities 'of some-, areas and;-
retention of other territory- as. 'open.' 

, " 

23 • Consolidated by reference in Commission Resolutions' in --' 
Advice Letter proceedings is PG&E's request for removal of' the -
'Notice' requirement of operating, Paraqraph& of D.49'lOl, retention 
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of SEGS plants III-VI as well as the historically served large 
industrial plants both within and without Southwest territory. 

24. The original reasons for inclusion of Operating 
Paragraph 6 in 0.49101 have long since ceased to exist. FUrther 
retention of it would only serve to discriminate against PG&E. 
'there is no. reason not to delete it with regard to PG&E's relllaining 
certificated areas straddling the Topock-Milpitas pipeline. 

25-.. In the Northwest Sector certificated to PG&E of the area 
Southwest seeks, PG&E is currently providing residential-commercial 
service at Kramer Junction, and industrial service under temporary . 
certification to· the SEGS plants III-VII located within PG&E's 
certificated area. No evidence has been provid.ed. that PG&E is 
provid.ing inadequate service or has failed, to- meet requests for 
service_ 

26. Aside from its desire to have these SEGS plants III-VI, 
Southwest provides no evidence of its A'rightA' to serve them • 

27.. Wi threqard to the individual sectors of the area 
Southwest seeks to certify by this. application, we find the 
evidence indicates that the pUblic interest would. be best served by 

the following action of the Commission: 
Al;ea A: Recertify to Southwest 

Area B.: certify to Southwest 

Area c: Recertify to Southwest 

l.I:~H& 0: Certify to Southwest 

Mea E. Soptheast Sec'tor: certify to Southwest 

A:a:~ ~. ~s:&thwe~'t ~~'tsu::. Certify to socalGas 

~~~ E:. Northw,s't S'~2t: Reaffin 
certification to 
PG&E. 

Atea t. c,n'ttal Wes't See'tor: Retain as A'open~ 
territory 
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28. In addition, the dispositions set forth in Finding 27 
would save the Commission considerate manhours consumed in 
resolving the constant disputes of the past years over individual 
certifications. 

29. The All American Pipeline customers should remain with 
PG&E and PG&E should be permanently certified t~ serve them. 
~clusions of kGy 

1. The application as to service territory proposals should, 
be granted in part and denied in part, as provided in the following 
order. 

2. Ordering Paragraph 6 of 0.49101 should no longer be 

applicable. 
~. The SEGS Plants III-VII, and the All American Pipeline 

Plants should be permanently certified t~ PG&E. 
4. The large load industrial plants historically served ~y., 

PG&E and certificated to PG&E,. whether locatecl in southwest's 
present certificated service territory or in the,Area :e. and C 

territories. to be certified to Southwest, should remain 
certificated to PG&E'. 

ORDER 

rr IS OJd)BREJ) that: 
1. A certificate of public convenience and necessity to 

provide natural gas. service within Areas A, B, C, 0, ancl tl:ie 
Southwe'st Sector of' Area E (east o:f rnterstate 1.S), of San 

'\.:". 

Bernardino County, as depicted in Appendix: A, Hap 5 of the attached, ',_. /,'.',<" ' .. ,,;., .•... :,. 
Opinion,. is granted to, Southwest Gas Corporation (Southwest). ".... 

2. A certificate of public convenience and necessity to 
continue to provide natural. gas service within the 10-mile bandon 
either side of Line Nos. 300 within the Northwest Sectorot Area;E 

of san Bernarclino. County, as generally depicted in Appendix, A, MaP. 
• I ,., 

6- of the attached Opinion, is confirmed to' Pacific· Gas' and Electric' 
Company (PG&:E). 
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3. A certificate of public convenience and necessity to 
provide natural gas service within the Southwest Sector.of Area E 
of san Bernardino County, as depicted in Appendix A, Map. 6- of the 
attached Opinion, is granted to Southern California Gas Company 
(SOcalGas) .. 

4. After the effective date of this order, Southwest, PG&E, 
And SocalGas shall file a service area map of the respective 
service territory granted each in compliance with General Order 
Series 96-. 

s.. ordering Paragraph 6- of Decision 49101 shall no longer be' 
applicable to. PG&E· .. 

6. Tbe Solar Energy Generating: Station plants Numbers Three: 
through seven, temporarily certified' to PG&E by various resolutions. 
of this commission, are permanently certified toPG&E. 

7. Southwest's request that ~verside Cement Corporation, 
Southwest Portland cement corporation, Southwest' Portland cement 
Quarry (at Black Mountain), the Kaiser Pexmanente CUshenbury Cement 
PlAnt And the Coolwater Electric Generating Plant, historically 
supplied by PG&E, be transferred to. Southwest is denied. 

8.. Tbe All American. Pipeline CompAnY facilities located in'" 
PC&E certificated. territory east of Newberry Springs shall be 

permanently certified to PG&E .. 
9. PG&E's certificate of public convenience and necessity to 

continue to offer to provide natural gas service' to new' customers.' 
in Areas. A and C of San Bernardino. County, as depicted in 
Appendix A, Map 6 of the attached'. Opinion is cancelled effective 
the date of this. order" andPG&E is relieved of its public utility:,.' 
obligations. as to those areas. 

10. Tbe Central sector of Area E of, san Bernardino County as 
depicted in Appendix A, Hap 6 of the attached·, Opinion shall remaizl' 
open territory pending further order of this. Commission. 

11. PG&Ebaving agreed to revision of the tull requirements 
aqreement, that issue i. moot. 
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12. In all other respects, the application is denied. 
This order becomes effective 30 days from today. 
Dated DEC 1 9 1989. , at san Francisco, california. 
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°PXNXON 

statement of FActs 
To understand the issues raised by t~is application, it 

is necessary to have some knowledge of past a1ctions of the 
/ 

respective parties,. and. of' certain earlie~,om:mission decisions. 
'tJle Competit9n I 

Southwest Gas corporation (Sonthwest),. a corporation 
existing and. organized und.er the law~ft California,. calne into 
existence in 1931 in. Barstow, calit~ia. That same year it 
purcha.sed the business of Harold G/ Laub-, who- held. certirieation 
from this COl'lllllission to distribute' and sell liquefied' ~troleu:m gaS, 

, I ' ' 
to- the residents, of Barstow, Victorville and adjacent communities. 

I 
Southwest prospered, 'and in 19'5'l,. when a natural gas transmission , 
line was constructed' pursuant/to com:m.ission authorization across ' 
Sou~~est's service territ0r;t by anothe~gas utility,. by , 

DecJ.sJ.on (D.) 4588:3 southwo/"t was authorized to- purchase and resell: 
natural qas from that utiJfty for distribution and resale within 
Southwest's territory. T;xtay Southwest serves approxima~ely 
68,000 customers in san ~rrlardino, Countyalo~e and is one of the I 

10 largest gas c11strib'?tors in the' United States, serving,. apart:: 
from san Bernarelino COWlty, portions of, Placer County and, portions 
of Nevada and Arizonal . 

Southern ca"lifornia Gas Company (SoCalGas),., wholly-owned, ' 
california corporatJ subsidiary of Pacific Lighting' Company,. is a ' 
qas corporation eng~qed in'the purchase, transporta:tion,. 
distribution, and. -kle- of natural < qa'S to· over 4 :million customers 
in Southern a~d cJntral' california. "In. San .Be~dino- County , ' 
SocalGas serves. elver 100,000 eustomersl.nthe CJ.ty of San 

Bernardino and. ~300 customers" in theeommuniti'es of wriqhtw~ an~ 
Pinon Hills. ~19~0,. wh~n HaroldG,., La.ub· was seeking autho:ity tOi,: 

serve BarstoW' d Vl.ctorv"l.lle, SoCalGas appeared at the hear:l.llg and! 
'I 
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OPINION 

~tement of Pacts 
To understand the issues raised by this application, it 

is necessary to have, some knowledge of past actions of the 
respective parties, and of certain earlier Commission decisions. 
%be CO!petitors ' 

Southwest Gas Corporation (Southwest), Jcorporation 
existing and organized under the laws of Califox:n1.a, cmne into, 
existence in 1931 in Barsto~: California. Thei same year it 
purchased the business of Harold G. Laub, , held certification 
from this Commission to, distribute and sel liquefied petroleum. gas 
to the residents of Barstow,. Victorville' d:adjacent communities .. : 
Southwest prospered, and" in 19:51, when natural gas transmission ' 
line was constructed pursuant to, Commi sion authorization across 
Southwest's service territory by anot er'gaa utility:, by " ' 

Decision (D.) 4S.SS3 SOuthwest was a orized to purchase and resell, 
natural gas from ,that utility for atribution and resale within', 
Southwest's territory. Today Sou west serves approximately 

" , 

68:,,000 customers in San Bernardi 
10 largest gas distributors in 
from San Bernardino County, po 

County alone and is one of the • 
e United' States, serving, apart I 

ions of· Placer County and" portions 
of Nevada and Arizona. , 

SOuthern Californi 
California corporate subsidi 

Gas Company (SoCalGas )"" wholly-owned: 
of Pacific Lighting Company, is a; 

gas corporation engaged~ in e purchase, transportation, 
distribution, and sale of tural gas, t~ over 4 million customers 
in Southern and Central lifornia _' In San Bernarc1ino County 

00 customers." in the City of, San 
, , 

omera in the communities of wrightwood' and",· 
SoCalGas serves over 100 

Bernar~o and 2,300 cu 
Pinon Hills.. In 19'30, hen Harold G.x.a.ub was seeking autho:rity'.t~> 

Barstow and' Vict rville SoCalGas. apPeared. At'the hearing 'And " 
, \.' 

'serve 
. / . 

- 2 -

n"' 

, ..... ;" 



• 

• 

A.86-10-042 ALJ/JBW/pc 

PG&E and Southwest in 1982 signed a lO-year all 
requirements contract. PG&E has expressed willingness to 

this agreement to permit Southwest to purchase gas from wn~~'~~,~ it 
pleases, for transportation over the PG&E system to SO'~tl(w~!gt 
facilities in accordance with the rules and rates 
Commission. '1:0 the extent that it has been more 
access gas through SoCalGas transmission lines, 
for taps off the SoCalGas. lines and interutility ~r'a.nJspc)rt 
over the SoCalGas lines for ultimate delivery 
Southwest receives core-elect service and re(:~ 
requirements from PG&E's core portfolio .. 

These arrangements were freely ~~~~~'A~ 
parties as. reasonable in 19'82 and were a'D1r1rC)Vetd 
by Resolution G-2929 in 19'8'3'.. we- bel 

by the signatol:y 

contracts.. That one party today mightJ.UX1'Dx:ov'e, its situation by 

modifications is no compelling reason Comrrdssion intervention. 
We believe in the sanctity o,fts. , 

But that 1982 contract adopted against a backdrop-of 
requirements, then present and from then existing 
Southwest service ueas, or tacitly entered.. Today's. ' 
deciSion vastly enlarges certificated service area. AS 

to the remaining 'years on the agreement, the parties are 
contractually bound, at that agreement applies to the 
requirements from Southwest areas that existed until today~ , 
In the not too distant at conclusion of the present 
agreement, the parties 1 be free to negotiate anew, although as 

the ALJ pointed out, places at risk its PG&E derived 
core-elec:t service if eh'llir81!!1,'t elects to' swing .. 

requirements emerging for the As to the 0YJIo'1o'''.Y 

substantial SO'~T'.l\WeI8'tl service ueas being certificated by todAy's. 
different circumstances may suggest reasonable' 

... ..,.\oWo~ ..... "'.g, ...... "".y_ to the agreement. PG&E raised the specter of' 
to freely sring between serving uti.lities .. 
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stated it did not object to the applicant serving those 
communities. 

Since 1905 Pacific Gas and Electric Company (PG&E) has 
been an operating public utility corporation, existing and 
organized under the laws of california. It is engaged principally 
in the business of furnishing electric and gas services in 
california. In San Bernardino county PG&E presently serves a 
number of large industrial class users as well as provid~g service 
to an unspecified nUmber of residential and commerCia;;!customers. • 
§.Ources Of SUpply and brly JlArptting Asreemgnts. /. ~ " 

Following the end of Worlel:War II discovery of additional 
natural gas sources within California· fell behi~c1abilitY t~lneet 
increasing demand. The major "California gas co£panies had to> 
aucpnent their sources materially and were for~d' to. seek natural 
gas supplies. out of State.. As relevant in ~sproceeding,. both 

PC&E and SOCalGas took steps to import ·gasJfro'St.' the. Southwest. 
Both found El Paso- Natural Gas company'(EJ/paso) aDle" and willing 

. ' . I . 
to sell them gas to be delivered at the M:'izonaborder._· With 
reference to. potential impact in theHicfo Desert" area of san 
Bernardino. County, PG&E" aetedfirst. / 

In 1949 PG&E obtained autb02fzation to construct a 
34-i~ch, S06 mile long natural g'as t~Smission pipeline to extend' 
from Topock on the Arizona »order,. ~ross San' Bernardino County 
passing. near Barstow, through Kern f0u:At~ to a point southeast ot . 
Bakersfl.eld, and thence qenerally fo'rthwesterlythrough Kettleman, • 
Panoehe,. and Hollister to terminai. eat" Milpitas,. south of San " 
Francisco. . 

For its part,. SoCalGas and a then affiliate company'had 
jointly constructed 'a 30-inch Jipeline to. serve the Los Angeles' " 
Metropolitan area· with out-ot+tate gas.:" It ran from Blythe acrosS: 
RiyersiCle County,. and deliveries :beqan in 1947. Later,. in the 
mid-~950's, SOCalGas construdteda second ~O-inch pipeline to 
receive additional, El Paso· *5 at'l'opock, transporting: it across 

! 
- :) -
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./, .. 

San Bernardino County throuqh Newberry and Victorville to/Palmdale 
in Kern County I thence to Newhall in Los Anqeles count";i,l SOon 
thereafter, another 30-inch transmission pipeline wa&/authorized 
from near Needles to receive natural qas from Trans'estern Pipeline-. ' .". Company_ Th1S line crossed t~ Newberry. From Newberry a 34-1nch 

/ 

transmission line was extended southwestward between the Lucerne 
/ 

and Apple Valleys, past Hesperia and through/cajon Pass to Orange 
County., ' ,//, 

The PG&E transmission line across ~ Bernardino County 
/ 

passes in close proxillli ty to BarstoW', and Victorville, both 
, f 

communities then served with liquefied petroleum gas by Southwest. 
The PG&E line also crossed southwe~"s service territory .. ,The, 
residents of Barstow anel Victorvil1;e wanted to' convert from 
liquefied petroleum gas to natura'i gas.' The adj,acent PG&E'pipeline', • 
offered opportunity for SOUthw~t to, tap;' into' a supply source for 
natural gas..' /',', ' 

with these developments the stage was set tor the 
evolvement 'of a natural, an~mutually'beneticial business 
relationship' between the /!.WOU~ili ties. " . • 

PG&E and Sou~est t1rst entered 1nto, agreement 10 19~1 
whereby PG&E wO,uld sell! nat~al gas trom· its Topock-Milpitas· , 
transm.ission line to iouthwest'for'resale to. SOuthwest's.,domestic 

I • 
and commercial customers," The, agreement', was to, extend lO years. 
During these early years ,the two utilities'generally 'cooperated in 
meeting the developing requirements of'the High Desert area of San 

Bernardino county!' ,'rheir understanding generally was : that ' 
Southwest would '/'erve the domestic and' commercial needs while PG&E 
would directly Jervethe lU9'einterruptibleindustrial customers. " 
In 1952' the ini4:ial ac;reem.ent; was amended to relax somewhat· the - ' 

I '" ' Southwest restriction to domestic and, commercial customers ... ' (At 

that tilne thel Federal Power CommiSSion: had jUrisdiction over such 
resales of interstate natural, qas. In 1954 the WJIensbawBill'" 
amended 1::hetatTJJ:al Gas Act to "emove the 'federal 'j.urisd:iction in 

I 

) - 4',,-
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situations where the gas is ultimately consumed within the state, 
and the sale for resale within the state is regulated by the Public 
Utilities Commission of that state.) 

As Southwest's customer base grew new supply agreements 
with PG&E were reached. In 1955 PG&E agreed to deliver increased 
volumes for resale,. including"vo1wnes, not toexeeed Z million 
cu. ft. daily per customers for', smaller Southwest interruptible 

, ' I 
customers. In exchange Southwest agreed not to object to PG&E 
serving directly all customers whose ,daily requirements w~,fld' 
exceed 2 million cu. ft. While by 0.S1915 the Commission 
sanctioned implementation of the agreement, thepartieslwere also 
put on notice that approval could not and WOUld, 
Commission in authorization of futut~ service by So west if such ' 
service was determined,to be ;ustiried,by'public c venience and 
necessity, as provided by law'. In 19'57this serv ce division point 
was increased by joint aqreementt03 million ft. daily. (See 

D .S5552 sanctioning the agreement.)" 
~e 1953 'Conditional' PG&E service:', 'rerritoxy 
AuthoQzation " ".' , 

It was' also intliis early period 0 the Southwes-:t-PG&E 
relationship that PG&E was., auth0:z;-ized to- etarge' the' capacity of ., 
its Topock-Milpitas pipeline .. , At the same time' PG&E was: authorized 
to serve a service area based upon that"p,'peline. Consonant with, i: ' 

. '-the provisions of PG&E's San Bernard'ino ounty:franchise (Ordinance' 
714), the Commissionqrantecl PG&E a ,se ·ce territory extend:(nq 
acros's san Bernardino-County to. be con.! ned, within a 20, mile' wide':" 
strip extending equally to each. side ,'0 the pipeline. But since. I 
this strip would cut across Southwest's certi:ticated area" PG&E was' " 
not to serve within· Southwest's terri ory as it was then' or mig.ht,! 

, ' I • ' Ji ..•. 

later be clefined by. the commission. Pertinent ordering: paragraphs" 
of 0.49101 in 19S3-specifically pr ided additionally that. PG&E: ' 

"'6,. Before re~dering'service to any neW' :', 
customer within the certi~icated·area in 
san' Bernardino. County, . shalltirst submit 

- s. - 'I" 
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its 20 mile wiele certificated service area PG&E pro ides domestic 
. / 

and commercial service in the Newberry Springs ~ Kramer Junction 

areas. /. 
In the southwest corner of San Bernardino. County, 

SoC&lGas tapped from its 30-inch TOPock-pa~ale pipeline to 
construct and run a 4-inch distribution g,"s line southward, 
adjacent to. and paralleling the countY's/western border, and today 
serves 2,300 domestic and commercial dstomers in Pinon Hills on 
the desert floor and in Wrightwood fu!:t:n.er south on the north slope : 
ascending- southward'into the San Ga*iel Mountains. AlSo. within . 

.. th . I . the southern area 0,,- e county,.. lll: the mounta .. nous· area sou.tb. of 
Hesperia and north of San Bernarc:rlno., So.CalGas serves the Valley of .: 
Enchantment-Lake Arrowhead area / And over the 5anGabriel 
Mountains SoCalGas also serve~lthe City of· San Bernardino. 

The respective servfce territories that had. evolved by 
the early ~980 period· are d~icted in Appendi~ A, Ma~ ~_ 
End of the Honevao9n Period -. 

Following- a new/io-year term exclusive gas supply 
agreement signed in 1982 jbetween Southwest and PG&E r the . . 
long-standing- relationshj:'p- between the two began to. breakaown. 

I ,., 

While not af'f'eeting PGW's. existing-large industrial customers witll: 
requirements in excess! of' 3. million eu-~ft. per clay, the' agreemen.t . , . 

. /.. . 

openeclthe way tor Southwest thereatter. to compete with PG&~ for 
I . 

larg-e industrial cusfomers •. In acl~ition,someti1D.e in 1984' ..... 
Southwest. realized/that it was serving more tllanSOo reS.id.ential'.: 
customers in areas I.. contiguoust'o. :but ·outside the eastern .boundaries 
of its certif'icated service area. Some of'tbese, north ot Y:ermo. -' 

. I . . 
and near the CUsenbury Cement Plant' were technically within l?G&E's I 

certit'icated serfice territory, but were being . served by Southwest' 
with.· at least the tacit acqu'iesence of PG&E.. About this sue tilne.:: 
SOuthwest lea~ecl'that PG&Ewas installing facilities to provide . 
gas service tel. SOlar Energy . Generating- Station (SEGS) oni t No. ~ 

I . . . 
near Daggett An what is Southwest certificated service territory. 

I 
I 

/ 

) 
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/ 
consequently, on Januarj· 31, 1985 Southwest filed Adv~ce Letter 359 
asking to expand its certificated area to include tiose areas where 
it was providing service. But the Advice Lette~ent somewhat . 
beyond that as Appendix A, Map 2 shows, and so~ht als~ to embrace 
areas previously certificated to PG&E (pr~n~allY along PG&E's 
Milpitas-Topock pipeline). PG&E proteste~ . 

OVer succeeding months in 1985~he Commission's 
Evaluation and Compliance Staffbeld informal conferences with the 
two utilities in an atte:mpt to resoll the dispute.. During this 
period Southwest agreed to withdra~dvice Letter 359. By mid-198S 
SOuthwest and PG&E had reached a oommon understanding of the 
current status of each's respect~e rights in existing gas service 
areas in the rectangular 45 miJle ):)y 60 mile area east of the 
westerly township line of Ran'e S West, and ,north of the southerly 
township- line of To~sh.ip 2 )Orth. This understanding also 
specifically listed· the lI'openll' or uncertified areas "in this 
2,700 square mi,le area· of/san Bernardino County.. . Theunderstandinq 
rec091lized that either u.tility could serve gas. customers in these 
open areas in accordan~ with the provisions ot PO' Code' § 1001' and " 
applicable commissionkecisions.. separately but concurrently,' and, . 
in recognition that -the. services at Oaggett were within SOuthwest's" ' 

cert~ficatedtern,~76ry, PG&E. agreed to· transfer, to Southwest the 
SEGS I and SEGS II plants. However, the July understanding was not ' 
totally dispositive of all issues ):)etween Southwest and PG&E with 

I 

related qas supply issues'.relD.aining unresolved .. 
Earlyj in 1986 PG&E receivecr· service requests. from two 

industrial cusfomers. tor service within the 20 mile wide service 
I . . 

territory cetfificated to PG&E' astride the PG&E Milpitas-TOpock~ 
pipeline~ one in the PG&Eterritory east of Southwest's. territory, 

.' / .' .' . and one l.n the PG&E terrl.tory west of Southwest's terrl.tory. ' The· 
eastern eu~omer was All American Pipeline, seeking-service .atits: " 

, I. ' , " . . 

Cadiz Pump, nqStation and it$ Ludlow Heater Station, respectively 
55 and 2'5- inside PG&E's terri torY (eastward, ,from' SOuthwest's 

I 
! 
i 
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territory). The western location customer was LUZ Enqineerinq, 
seeking service at that time tor its SEGS units Ix,:('ana IV within 

" PG&E's service territory some 10 miles west ot/the nearest 
Southwest territory. At the same time LOZ i~icate<i a general 
location near the SEGS III and IV lo~atio tor its ~ontemplated 
SEGS units V ana VI, also well within's service territory. 
Accordingly, on April 18, 1986, in ac rdanc::e with its 
interpretation ot the requirements p~ced upon it by Ordering 
P~ra9raph 6 ot 0.49101 that NBe:oii7ren<iering servi~e to any new 
customer within the certitieate~~rea in san Bernardino· County, 
(it) shall first submit the name', .. location and', proposed gas load· ot! 
such customer to this commission,;' PG&E·· notified. the Commission of ...• , 
its intent to· serve these ~tomers. But Southwest,.. having' earlier: 
ol)tained'transter o.f SEGsfnits I and II (ZS-miles to' the east at :', 
Daggett in Southwest's acknowledged territory) to- itself trom PG&E',:: 
also wanted these SEGS, ~itsin the PG&E ,territory. Therefore 
Southwest asked the c~SSion to- hold up· service authoriZation tOo "' 
PG&E so as not to, pre':) udice discuss.ions Southwest was having with . 

PG&E to this pOin;ltAnd our Legal Division a~vised statt that, the" 
Ordering Paragraph 6 lan9Uage ot 0.49101 requ1red Nsome " 
discretionary act onN by.the commission betore PG&E could proceed 

I 
wi th service... ~t.l'J,:t~ thereupon suqqested .that PG&E tile an Advice...,i. 
Letter to' accommodate the unusual 5i tuation. ' 

On odtober 3,' 1986.. PG&E filed Aclvice . Letter 1380 G with : 
t . It. .' I • " the stated purpose of updat~ng, l. tsSan Bernard'l.no County sern.ce 

. f '., , 

area map, reflecting no area changes but tully des~ribing the· :' 
})oundaries.! In addition .. PG&E sought clarit:ication of the language. 
of orderincl Paragraph 6 ot D.49l0l ·to. indicate that it does not ;' 
require Co1nmission approval, onlynotiticati~n. PG&E eontenaed. . 
that advi6e letter proeeduresapplied to every new customer in its 

• I ,,' 
territory would violate customer confidentiality by making 

I. . ' 
c:ustomex;-speeific information part ot. the public· record.. On 
October!17, 198& Southwest protested. the PG&EAdviee Letter .. I .. ' . 

I -9- ' 
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/ 
assertinq that some of the area PG&E included in its~sserted 
service area NoverlapsN or Nshou1d be withinw ~outhwest's 

certiticated service territory. ;I 
Anel on October 16, 1986 Southwest atte'pted to' file what 

was to become Application (A.) S6-10-042. How(ver, the Commission, 
not wantinq to hold up service to LOZ En9ineirinq or American 

I 
Pipeline, by Resolution G-2702 issued November 14, 198.& authorized 

,PG&E to temporarily' provide service" to bo~ pendinq further 
determination in A.S:6-10-042 of which, stfould ultimately provide 
service on a permanent basis, and pos~oned determination ot the 

, ' I ' 
relationship ot respeetive service territories to that same 
application. ;I 

In its Oetober 16, 1986/ilinq Southwest asserted that it ' 
had lonq been recognized by the COmmission as wthe qas distribution 
company in San Bernard.ino' count!," and its applieation showed that 
Southwest souqh.t a certificate lot public convenience and neeessity 
to. add substantial areas to- i is presently certi.fieatecl serviee 
area. It s'tated that the pm/lie· interest reqUired it to unelertake 
construction of taci1ities involving deviations from its filed 
RUle No. lS>,to provide serv'ice to. conti9'Uous areas, to the proposed, 

,,' / , ' , 

new SEGS plants, and for tuture growth in these extended areas. It" 
turther stated that thesJ extensions' would require additional taps: 

I ' . " 
trom both PG&E and SoealGas. pipelines.. Making' the statement that 
*Even a sml1 eompany c~ be very competitive in serving 
residential and small ~ommercial .customers if it has" some 
industrial"or other lJrqe customers· to consume 'valley' gas and 

"; , , I'," 
balance its: load taetor,w. Southwest went on to propose that PG&E 
relinquish to. southW~st a· 25- mile lonq portion. of PG&E' s, 20, mile 
wide serviee territdry strip which straddles PG&E'sMilpita~-TOpoek 

I ' " 
pipeline :between the Kern· County line and Southwest"s presently , 
certiticated s~rvide territory; the'area .that includes the sites ot 
the LtTZ SEGS. ur:-itS!III 'and IV and the subsequent SEGS, units V and· 

~. It is ~i& [E M~ce. :r~ ~t ~u~weSt de~~ = 
t· '" ~ I 
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having been only ·conditionally· certified by D.491~19S3 to 
PG&E. 

~ter Staff review the Commission's E eeutive Director on 

stating it was incomplete in that it lacke . aoequate location and 
construction details of the proposea infr structure as well as a 

. I. 
Proponent's Env~ronmental Assessment~-out the same t~e 
Southwest and PG&E agreed to meet wi Commission staff to explore 
the possibility of .amicable resolutio of the issues involved. 

I .. . 
In March 2, 1987, Southwest, substJ.tut:J.nq a rev;Lsed 

Section 6.1 to. its earlier filing! refil.ed A.S6-10-042. - In the 
Substitution Southwest sought ~e s~e extenaed service area as 
J)efore but asserted that it wiJ/l not be necessary to- constructor 
extend pipeline facilities a/freViOUS1Y stated to seek its 
objectives; but rather that s woulo be able to provide needed 

. . 

service within the prOVi~:i.O s of Rules 15- and· 1&, and that. as to 
the SEGS XXX ano IV units, it. proposed t~ purchase PG&E pipeline 
facilities to provide th serVice. Southwest went on to state that·. 
should it becomeneces~ to, construct or extend , pipelines it , 
would at such later tim'e seek appropriate commission authority to· ' 

( , , . 

do so. The full exte~t of Southwest's expansion of service area 
sought by A.S-6-10-04t',. including that proposed to ]:Je. relinquished. 
to Southwest by PG&i,. is depieted in Appendix- A., Map·, Z ... 

I .' 

While ea:z:ll.ier PG&E had sought and obtained extension of 
I 

time to file a protest to. the Southwest application, that time ., ' '. 
subsequently had teen extended by a December' 15:, 1986- rulinq by -

Administrative Law Juoqe (ALJ) Norman R. Johnson until the earlier 
of (1), mutual r~Solution by the partieso! the issues~ or 
(Z) notice of b1:eakdown of settlement, discussions.· For awhile it 

. I 

appeared that a settlement· was- possible within a general fra:mework . 
J . ' . 

whereby PG&E would: yield some of itseerti!icated> service area as' . 
well as the rfght to compete in substantial portions of' open: 
territory in/return !or an unoerstandinq.that the area would be 

I 
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VI. It is this PG&E service area that Southwest describes as 
having been o~ly ~conditionally~ certified by,D.49101 in 1953 to. 
PG&E. 

After review the Commission's Executive Director on 
January 12, 1987 rejected the Southwest application as filed, 
stating it was incomplete in that it lacked adequate location and 
construction details of the proposed infrastru~ure as well as a 
Proponent's Environmental Assessment. Al:>out the same, time 
Southwest And PG&E agreed to meet with Co . Ision staff to explo~e , 
the possibility of Amicable resolution of e issues involved. 

In Marc:h 2,19'8-7, Southwest, s stituting a revised 
Section 6.1, to- its earlier filing,. refi A.86-10-042. In the 
substitution Southwest sought the, sue' xtended service area as 
before but asserted that it would not neeessaxy to. construct or' 
extend pipeline facilities as previo sly, stated to- seek it5' 
objectivesr but rather that, is wou be ablato provide needecl" 

service within the provisions of 
the SEGS III and, IV, units, itpr 

les 15- and 16,. and that as to. 
sed to purchase, PG&Epipeline 

, , 

facilities to. provide theservi Southwest went on to state, that 
should' it become necessa::y to. M,truct or extend pipelines it 

would at such :later time seek ppropriate Commission authority to! " 
do SQ. The full, extent of So thweat" s expansion of service area.,:, 
sought by A.86-10-042, incluing that proposed to be relinquished,' . 
to Southwest by PG&E, is. de icted in Appendix A, Hap 2. 

While earlier ,P~ had'sought and- obtained extensionof, 
time to file a protest to- he'southwest application, that time, 
subsequently had been ext nded' bya. December 15-,198& ruling by' 
Administrative Law Judge (ALJ)' Norman R. Johnson until the earlier 

, .. 
of, (1) mutual resolution by-the parties of the issues, or' ( 
(2) notice of breakdown of. settlement d'iscussions.. ForA while ,it 
appeared that a Bettlement WAS poBsible' with1n a· general frameWork 
vhe:reby PG&E' would: yield' SODle of'its ·certificated aervicearea'~ 
well as the right to-dompete in subBtantial portions of open' ',: 
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served under a team concept with Southwest d~tributin9 gas and 
PG&E wholesaling and transporting the 9aS~However negotiations 
broke down when it appeared that while southwest wanted to be able 

I 
to compete freely tor the six industri~l customers on the High 
Desert that PG&E had been serving purtuant to commission 
certification for over thirty years{ as well as to substantially 

" 

expand its service terri tory,. so:zthwest also· wanted. to be able to 
treely swing in its choice of gas service between PG&E and 
SocalGas. On June 1,. 1987 the/commission was advised ot an 
irreconcilable impasse. ,;I 

On June 26-, 198'/PG&E filed a protest to SOuthwest's 
A.86-10-042' which had been accepted for filing :toll.owing- revisions:.. 

A ' 
By its protest PG&E asked for dismissal of the application, 
contending that the app~opriate procedural vehicle was not an 
application but rather a tilinq pursuant to General Order 96-A's 

, I. ' ' . . 
Part I-E. It further contended .thatthe app11catl.On should be 

) , ' " 

rejected because Southwest,. with reg-ard to. areas., souqht which are 
I' presently certificated to PG&E,. had failed to show that ~E'$ , 

services were in/~ny way inad.equate" and with'regard to.. openar~ 
sought by southJest that PG&E stands ready to provide service as. ,,' 

I ' ' , , ' 
soon as it economically can be provided" in ,these areas. PG&E alsO 
asked that it~ revised se~·iee area, map (as filed in Advice , ' , 

Letter 1380-G), be accepted'; that PG&E"be authorized permanently to 
serve the Ail American Pipeline and. the LtJ'Z Engineerinq '(SEGS" II:t 

f ' " .' ' 
and IV uni~s) presently temporarily served since' these 
installati:'ons are all located'within PG&E's certificated service' 
;' , ' , ' " 

area, an~/ asked that the requirement of prior notice ilnposedon",' 
PG&E by ,0.49101 be removed:_ ,In the alternative it requested. 
hearing~ to determine which utility is best situated. to- provide <ias 
service' in, the open, ,territory... ' ' 

, ,On Juiy 17, 198,7 SoCAlGas. advised., the AL1"thatit has an 
int'er,~st in Southwest's. application and would enter the 

proc~eclinq5.. Because of ]iJ.,J Johnson's case load, A.86-10~042 on;· " 
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territory in return for an understanding that the area would be 
served under a team concept with Southwest diBtributing gaB and 
PG&E wholesaling and transporting the gas. However negotiations 
broke down when it appeared that while SOuthwest wanted t~ be able. 
to compete freely for the six industrial customers on the High 
Desert that PG&E had been serving pursuant to. Commission 
certification for over thirty, years, as well as to substantially 
expand its service territory, Southwest also wanted to be. able to, . 
freely swing in its choice of gas service between PG&E and 
SoCalGas. On June l, 19'87 the Commission wal advised. of an 
irreconcilable impasse. / 

On June 2&, 198-7 PG&E filed aplotest to SOuthwest's. 
A.86-l0-042 which had been accepted for iling following revisionS,_ 
By its protest PG&E.aslced for dismisaa of the application, 
contending that the appropriate proce al vehicle was not an 
application but rather a filing purs t, to, General Order 9o-A'B I, 

Part I-E. It further contended tha the application should be 
rejected because Southwest, with r gud.· to areas souqht which Are' 
presently certificated to PG&E, . failed to show-that PG&E's, :. 

, 'I, . 
services were in any way inadequate, and with regard, to. open areas 
sought by Southwest that PG&E 8~dS, ready to. provide serVice AS,' 

I " ' 
soon as it econOmically can .be frovided in, these, areas. PG&:& alB?' 
aslced thAt its revised service! area map, (as filed in Advice; , 
Letter 1380-G) be 'accepted; that PG&E be authorized·' permanently to 
serve the All American Pipeline ~d the L'OZ Engineering (SEGS III'.' 

and IV un.its). presently tem~rarily' served since these ".' 
f' ' , , 

installations are all located withinPG&E"s certificated. service , I', , 
area, and, asked thAt the ~equ!rement, of prior notice imposed. .on 
PG&E by D.49'lOl be removed.. In the alternative it requested. 
hearings t~ deterniine whiCh utility is best 'situated to- provide qas 
.. rviee in the open terrfs.1:.ory-. . 

On July 17 r 1~S.7' SoCalGas advised: the A'LJ that' it ,has. 'an . 
interest in Southwest' J appl,1eation and would, enter the ' : 
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September lS, 1987 was transferred to ALJ William • Stalder. In 
turn, because of his earlier' staff work with the~arties seeking a 
compromise, ALJ Stalder recused himself and on!6c~ober 28, 1987 the 
application was assigned to AlJ· John S. wei~ 

On August 7, 1987, PG&E filecl~ice Letter 1423-G to
notify the Commission of its intent t~ p ovide natural gas service 
within its certificated service area t two- additional facilities , 
of LUZ Engineering', SEGS units V and/VI. 

Following a duly noticed ?rehearing conference on 
November 23, 1987 in san FranCisco/, there was an initial exchange 

I ' 

of prepared testimony tiled December 18:, 1987 with tiling'S :being , 
made by Southwest, PG&E, and SocalGas., ':these were followed by 

I 

reJ:)uttal prepared testimony fillings on January· l5" 19S$.,. Sy a 
. I 

letter dated January 15, 19S8'rhe Division of Ratepayer Advocates 
(ORA) advised that while' it/WOUld participate, it had no-position 

• I ' . to present unless. new J-ssues were raJ-sed· beyond those of the • 
December lS, 1987 tiling's',., or unless gas supply contracts or other 
gas supply agreements we're suggested as the basis tor division of 

=rt~:::::d =~j! However, ORA subsequently did not 

on'January!25 and',26, 1988 in san Francisco·,. after due 
notice, there were evidentiary bearings before AlJ Weiss, 'followed 
the evening of, FeJ:)bary 24, 19$3. by a publicbearinq in Pbe'lani' 
california attende'd by over 300 persons of.whom 23 presented 'their 

views. / ' . 
EVidence ot the 'brties ' 

( 

Southwest presented its evidence through the testimony 
and eXhibits ot John L. Mayo,. senior: Vice President/operationsi' 

I -
Derald W. Neagle,. Manager of operations Staff, Edward F _ XIllas" 
Manager of Ga~ supply andProduetion~ and Jaime Ram.irez of. its Rate " 

I ' ': 
Department who. suPsti tuted tor Roger C. Montgomery r Manager of, the; , 
Rate Departllient. PG&E presented its evidence: through testilnony and 

I ' 

exhibits. introduced. by Gary Green, Kern Division Marketing 
I 
I 
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Manager, and. Harold. o. La Flash, a Supervising Com:mer al Analyst .in 
the commercial DepartlDent o"r Marketing and custome~ Services. For 
its part SoCalGas presented its evidence and exh~its through -
A. E. Russell, Manager of Marketing Staff. ;I 

Southwest's amended application seeks, first, a 
certificate of public convenience andnece~ity to extend and 
regularize its certificated service area/to include customers it 
currently serves .who are located outside its present authorized 
area, communities contiguous to or ne~ its present authorized 
area, SEGS units presently served b(PG&E, and. future customers who
locate elsewhere in the proposed extendea area; and secondly, 
authority to, exercise~ts.eounty /Iide franchise to se~e existixlg 
and future customers wlthlnthejProposed extended servlce , 
territory. Subsequently Southwest, by its Initial Brief', expanded,: 

I . ..,' 
this to propose that the COmll\4.ssion,order PG&E and Southwest to 
modify their existing gas SU~P1Y agr~eme~t t~provide that, ; 
Southwest may obtain its qiB supplies .from whomever it chooses, and 

. I " . 
to propose that the Commission provide that any PG&E customer 

I '. 
located within southwes;'S present certificated service territory . 
have the option to: swi '7ch .. to Southwest. . 
%he Fiye EXpanlion Areal SOught By Souttiwec '. 

,,' 

Southwest ,ets forth five geographical areas outside'itsJ 
presently certitica7ed ser.rice area where Mayo-testified. it :., 
currently is serving customers (These'are identified on Appendix A~ 
Map Z). It. propos is that· these geoqraphicalareas be now certified 
to it and be added. to, its- existing service territory.. Inthe 
aggregate these Jreas are,_ quitesu):)stantia"l and ~ould approximately 
double southwes..}'s present service .~rea_ :i:t was Mayots testimo~y :' 
that Southwest /riews these' areas as- contiguous distribution areas. ' 
and to be the result of growth: from its currentd'istribution area_. 
'southwest v1eJs itself as ,the- only local natural gas. utility with,,'~ 
the f:acili t7~' equipment and: personnel necessary t<> provide those:· 

( 
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exhibits introduced by Gary Green, Kern Division MArketing 
MAnager ,and Harold O. LA Flash, a Supervising Commercial Analyst in 
the Commercial Department of Marketing and CUstomer Services. For 

its part SoCalGas presented its evidence and exhibits through 
A. E. Russell, Manager of Marketing Staff. 

Southwest's amended application seeks, first, a 
certificate of public convenience and necessity to extend and 
regularize its certificated service area to i 'elude customers. it 
currently serves who are located outside it present authorized 
area, communities contiguous to or near it present authorized 
area, SEGS units presently served by PG& , And~ future customers who 
locate elsewhere in the proposed'extend area; and secondly, 
author! ty to exercise its county wide raneh.is6 to. serve existing 
and future customers wi thin the propo ad extended service 
territory. Subsequently Southwest, y its Initial Brief, expanded 
this to propose that the COmmi~sio~/order PG&E and southwest to , 
modify their existing gas supply a~eement to provide that ' 
Southwest may obtain its g4s suppl~es from whomever it chooses, and 
to propose that the Commission provide that 'any PG&E customer 
located within Southwest's pres erik certificated service territory 
have the option to· "swit,ch to Sou-thwest. 

, ,', ' " 

%he Five Expansion' Area' Sought"" SOUthwest , 
Southwest sete forthi1Ve geographical areas outside its 

presently certificated service area where May~ te$t~fied·it 
currently is servinq customer (These are identified· on Appenc1ix A,-

J , 
Hap 2). It proposes that, these qeoqrapbical areas be noW' cert.if!e<1 
to it and be added., to. its existinq service'territory. In the 

I 
aggregate thes& area.s. ax-& CCUfte substantial and' would, approx:t.mate:ly 
double Southweat"s present aervicearea. It was Mayo' a. testimony, .' 
that Southwest views these /areaS,Aa cont.iquousd1stributionueaS " 
and to be, tberesult of "qx; wthfrom its curxent distribution area. ' 
Southwest views itself as the only local natural gas utility with:" ' 
the facilities, equipmen and personnel neCessary to ,provide those . 
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,/ 
/' 

'. / 
In the northern PG&E sector,. Area E :i.s crossed :by the 

PG&E Topock-Milpitas and the Kramer-Trona tr~mission p,ipelines. 
Near the waist of the "1,''' the territory is cfossed :by SocalGas' 
Palmdale Transmission pipeline. The sou~rn leg of the "L" is 
crossed. :by SocalGas" Transwestern transmission pipeline through the 
cajon Pass. These latter two' are inte~onnected:by a north-south 
SoCalGas pipeline along the eastern b;5raer of the open territory. 
Southwest has no. pipeline facilities! in Area Eo. 

There are two. sectors of;lArea E of ~ediate interest to. 
:both Southwest and SoCalGaso. Ma10 testified that south~est,has 
plans in hand'to. serve a newlya.nnounced residential development to.: 
be styled Las Flores Ranch~ I-eI is to. consist of one thousand. 
one-acre home sites and lies sbUth of Hesperia in the open 

I " 
territory of Area E. Approximately twenty miles to· the northwest, 
in the open territory lie ~ communities cf, Phelan'and Baldy Mesa. , r 
Mayo testified that at t~es over recent years Southwest has done 

I 
feasibility studies of these community areas,. had received 

, I 
inquiries and some applications. for' service,. but had had to. face 

I " . 
the reality that the areas were too sparselypopulate<3:,to-make it 
economically feasible td. construct' a distri:bution system to. ~rve 

I .,. 
them. And Southwest ,having no. supply facilities in the area would 

I ' 

have to. depend upon SoCalGas ,for a tap,. not, only to. serve Phelan.' 
/ ' ' 

and Baldy Mesa, :but also. Las Flores Ranch. SOuthwest's nearest , 
high' pressure source/of, supply of its oWn would be near Bear Valley, ' 
Road and Interstate jl5. :Kulas testified that Southwest presently. 
has 2 taps to. SocalGas supply pipelines arranged by PG&E, and 

I ", 
2 more are in' planning or under construction,;. "under the PG&E-' 

, I 
SoCalGas arrangement Southwest pays a 10 cents LMMBtu exchanqe , 
charge. Rulas testified further that Southwest ,bas contacted. 
S~CalGas seeking/a direct sale and/or transportation arrangement. 
It would seek a upplysource fro~ SocalGas to- serve the Phelan-



• 

• 

• 

A.86-10-042 ALJ/JBW/pc 

Southwest has well equippea service center facilities in 
Victorville, SoCalGas has the same at wrightwood ana the City of 
San Bernaraino. It is siqnificant in this respect that none of the 
three aoubtea the ability of any other to staff u~ or meet service 
needs in Area E. 

The relative location ot Phelan, Baldy Mesa, the SChool 
District, ana Las Flores Ranch to present utility ervice areas ana 
pipeline facilities is shown on Appendix A, Ma~ 
Ibe Phelan Evening Public Bearin'] 

At the well attendea lengthy evening, hearing held 
February 24, 1988 in Phelan, each of the thre utilities had 
knowledqeable staff personnel,available to wer floor questions. 
Since PG&E,'s facilities were a long" way dis t, from Phelan, making,,' 
it very unlikely that PG&E would: become the servinq utility in: that', 
particular portion of the open area sought by SOuthwest, 
essentially the local preference ,tor se 
and SocalGas.' })roposal s .. 

. ce was between SOuthw~t'," 

The local residents who testi ied, it developed, with 
some exceptions" were interested: not sci much in who, but rather in 
how soon they coula obtain natur~l qaJ service.. T-w'o residents. and ' " 

• I 
a mobl.le home park operator, all'.locrea on one road, and a 
Victorville builder were amonq the'1:ve~ expressinq interest in 
service from Southwest. Some of th se apparently had ~en 

influenced by an article in a local! newspaper which purportedly had 
misstatea the terms of such se~'i+. Four 'residents were , 
interested only in gettinq servi~ and 'eleven, tavorecl'keepinq the 
open area open to competition fr mall utilities~ . ' . 
'l'he Northern ·CoDditional.lyr Ce:c'ti:tiecJ.:' PG&E " 

Sector Of Area E ;i'.'" ' , We next ,turn to the rthern $ector of Area E, the sector,' 
"'conditionally'" certitied to.E by'D.49'lOl in 1953.. This sector, , , 
straddlinq the PG&E 'rOPOck~MitPitas pipeline, ,and ,containing 'the ,: 
'rap for the PG&E, Trona pipel' eat, Kramer JunCtion,. is an area of , ... 
particular interest, to PG&E s well as Southwest. The SEc;,"s III' to-
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experience; that it is an anachronism r an4 that no other utility in 
california has such a requir~ent~ He observes that Southwest, 
today one of the 10 largest gas 4istribution utilities in the 
country, is no longer a NHom anQ POpN utility to be sheltereQ trom 
competition, and asks that p(';&E be relieved of the requirement. He' 

I 

testitieQ that acquiring and connecting these 
substantial marketing and administrative efto 

SEGS plants required 
s by PG&E in 

analyzing and preparing proposals, neqotiatin terms and 
conditions, anQ arranginq tor permits and, 1 d rights tor 

, facilities, in addition to constructing th required tacilities. 
He asserts Southwest has no basis or reas on which it can base 
any so-called NrightN to take over these stomers or ask that PG&E : 

be Qeeertitied~ PG&E asserts that p it N qorously contestS any 
notion that it is. willing to-give' up- i existing customers,"" and 

. I 
argues that Southwest has made no,' all~ations whatsoever that PG&E 

is providing inadequat~ service in,anf way in its,existing service,,;" 
area or to existing customers.. :r.a Flash. states 'that as an economic '" 
basis developes. to. introduce servicJ intO. this sparsely inhal>ited', 
area PG&E will serve just as it haJ those residential and' : 

. 1 1 I • commerCla customers a ready at ~er's Junctlon. 

~ and socalGas counter PrO~5 :ror -Open-
%erritorv ' 

Both PG&E anQ SOCalGa object to-SOuthwest's territorial 
proposals, testitying that' sueh,bla~etannexation proposals are 
anticompetitive; that by attempting to- annex all ,the NopenN high 

" ,/' ' .. 

desert in this southwestern pM:t ot San' Bernardino County without' 
kriowinq when or exactly where/ tuture growth will occur" Southwest 
tries to make sure it will not face any competition tor that

potential market. RUssell tkstifiedthat since Southwest has no,· 
facilities at all in the o~nterritory it seeks" much less any , , 
economically close within' Jts.presently certit'ied territory,. it is " 
in no position' t~ expanduito some o'!the fast' 9'%'owing, sectors,.' • , '., 

much less claim it as SOuthwest service terri tory • Indeed,. 
• I I ' 

SOcalGas contend& that wiT' supply facilities already in place, it,' 
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not Southwest, is best situated to provide service in areas of the 
open territory such as the Phelan-Baldy Mesa sector of Area E. 

~he thrust of, the testimony offered by both PG&E and 
SoCalGas was that Southwest's growth in San Bernardino County was 
not obtained by pre-certification of large chunks of open service 
territory,. but rather had been obtained in the manner wh.ich both 

contend should be applied in the open areas: that is, as people 
move into the open territory and it becomes economic to serve them, 
the utility for whom it is most'economical should make extensions 
in the normal course of business, anel tha the terri tory thus 
entered should, be annexeel to their recor cl.seryice territory 
pur~uant to the provisions of General o~er 96-A. According to the 
te~timony of La" Flash. and' Rus,sell,. the~ are the proeedur. es W:der, 
whlCh PG&E and, SocalGas· have operated fn both Kern and' san Lu,.s 
Obispo Counties for many years with 9'pneral success.. .It is further; 
suggested that a half mile band Off,-'.ither side of any line • 

" J , ., 
extension would constitute an appropriate service area' tor ' 
annexation. It is the contention 6t' bothPG&E and' SoCalGas that by;' 
this application to' annex large ~ ot sparsely populated open " 
territory Southwest 'seeks to aehfve administratively what it coul:cl.; 
not achieve competing in'tbe no 1 eourseot business. 

However,. the evidenee with respeCt to Area A,. B, C, and 0, 

also points to a eonelusion,th t Southwest has been the only 
utility providing a de facto reseneein those areas as a local, gas; 
elistribution company providi~ residential' and com:mercial service.: ,." 
'!'he salZle cannot be said· wiuy',respeCt to, Area' E .. " 
xodi~.ication of the 12/31/82 10-YearPGa-
SOqthwest SUpply Agreement / 

KUlas testified. 'f:at' the PG&E"':'South.west l2/3.1/8:2' 

agreement was a 10, year tyllre~irements contract wherebyPG&E 
supplied qas to southwes:! pursuant to PG&E"s Rate· Schedule G-6."J.. 

In addition, following the 1985- commission, authorization for 
transportation' ot eusto.,er-owneel gas' ov~r a utility's pipeline,,. ,. 
Southwest has had a' shy-term transportationagreelllent withPC&E 
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servinq, and it southwest is authorized to take direc~rvice trom 
SoCalGas, it is logical to' reduce PG&E's level of s~ice 

, / 
obligation and its obligation to' provide Abnor.maljPe~k Oay supply 
protection •. To the extent Southwest prospectiv~y proposes to be 

free to' swing, it must be prepared to p~oport~natelY yield 
quar~ntees of firm committment during curtz·ments and for peak 
servl.ce. 

Russell testified that SoCalGas had no position on 
possible modification ot the PG&E-sou'th/estagreement. However, 
SOCalGas is opposed to providing gas ~rvice to· SOuthwest when the 

only result would be 'to· give .soutnwelt a competitive advantage in 
the open service territory. socal':s further observes, even it it 
were authorized to charge Southwest a tee tor useot it facilities, 
SOcalGas' competitive position il acquiring new customers would be' ' 

reduced;.the rate would not necessarily compensate for the business 
socalGas would torgo by being lequired to allow use of· its ' 

.' facilities to' 
.~ 

• 

One of the eusto~ers currently temporarily supplied by 
PG&E was All American Pipe'line company. Resolution No. cr270Z lett 
the per.rnanent resolutionlot who' should serve to- this proceeding_ 
Located within PG&E's ,"stern Sector ot the 20 mile strip. 
straddling the TOpockjtilpitas pipeline, a sector certificated to 
PG&E,. the customer~' acility neArest to Southwest territory. is at 
least 30 miles east t Area A. PG&E asks that its authorization to' , 
serve these two fa ilities be made permanent. 
Bev:i.sion or Histodc service Arnnge1Ients 

Finall/, Mayo testified that Southwest also asks the 
commission to pJovide that any customer historically served by PG&E 
who- is located fi thin Southwest ' s ,presently authorizedserv'ice 
territory be:;:venthe option of switching t~Southwest, and otfers 
to compensate PGScE for the depreciated,origina~ cost value of such 
facilities a PG&Emay have installed specifically to serve these-

I 
f 
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customers-to the extent Southwest elects to acquire ~se 
customers are the Riverside Cement Plant and the So~western 
Portland Cement Plant in Victorville, the Southwe~ern Portland 
Cement Plant at Black Mountain Quarry, the perm~ente Cement Plant 

- /. 
at cushenbury, and Southern California Edison/Company's Cool Water. 
Electric Generating Plant near Yermo. sou~est contends that such 
commission action would constitute an apprtpriate means for . 
redressing PG&E's past practice ot reseding large volu:me . 
industrial loads to' itself, incident to7establiShment of 'all 

J 
requirements' supply agreements with;Southwest which lacked equal ' 
bargaining power~ I' _ 

, PG&E's pos~tion is that ruthwest casting itself as a 
powerless victim disregards the facts. PG&E points out that it was 
the existence of PG&E's transmilsion lines to serve ditferent . 
industrial customers in the higb desert that first enabled 
Southwest to· extend, its resiaintial-c:ommereial serviee, and all of. 
these. PG&E served plants werf se::ved with. Conrmission authorization.: . 
to wh~eh Southwest could h~ve objected.PG&E further argues that , 
if these PG&E historical ckstomers are to,have the option to 
switch, so should SoUthwJ.t's historical customers, and let such a' 
'tree-for-all' ultimatelj- determine wllich utility the' customers " 
want to- be A"theA" gas d~tribution company in the high' desert. And,: 
PG&E would include thej ~EGS 1 and:' 2' plants located in, areas dually' 
certi'ficated to PG&E and Southwest. PG&E asserts that there has .' 

'I .. 
been absolutely no ~owing, that PG&E bas. been rendering: inadequate': 
service to its exis~ing industrial customers, or that another 
utility could rendef superior:service.. See Appendix A, Map 5. 

SUbpaiwoD . / ' '. .. ' . 
Follow~~g the last hearing, ~n~t~aleoneurrent br~efs 

were tiled April fS, 1988, followed by ,final briets. The matter 
was submitted for decision May 18, 19S5~ 
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/ 
can work where the interests of the participating utiLrties are 

, , / 
mutually fostered and benefited, but when those interests turn 
competitive cooperation ceases. Recent history, at well as the 
evidence in this proceed.ing, has shown, us that t6. allow the present 
state of 'affairs to continue would only mean t£e spawning of new 
controversies and discord--not to- the inter~t of the public. 
Allocation of specific service territorie~in some instances can 
serve to redirect utility efforts to a ~e constructive objective 
of public service.. The evidence, in this proceeding ind.icates that 
appropriate factors vary sector by sector. Accordingly, we will 

address the allocation sector by s,~or. 
Area A: While these 2' tQwnships, very sparsely 

populated, are part of the area' e'ertificated to. PG&E by D.49'101 in 
1953, PG&E has done nothing: o~r:than the installation ini tially' 
of pipeline and relatedfacillfies for transmission o.f out-of-state 
gas through the area. At l,tst tacitly, if not actively through 
making taps available, it has been willing over the years to. permit .', 
Southwest to provide and lerve the 58 residential-commercial ' . 
. services that are present' north of Yerltlo. Having allowed Southwest 

I 
to establish the only de facto local distributor presence in the 
area, we conclude thatithe certification should be transterred. to' 
SOuthwest and will g~nt Southwest's application in this reqard. 

I ' 
Area B: These 18 1f2 townships have to. d.ate attracted 

tew inhabitantsotb."er than in the Bell Mounta~n and Lucerne Lake 
areas. Again, althouqhPG&E has installed Z pipelines crossing 
much of the area) other, than serving Southwest Portland Cement 
Plant at Black Mountain, there' has been no. effort on its part to. 
extend service/to residential or' commercial, c~nsumers,· leaving 
SOuthwest to d.o it,. so' that today Southwest serves the 
198 customerJ who-de have service_ This mostly has been WopenN , 
territo.ry. /surrounded on 3 sides by operative Southwest territory,::. 
rather thal:7: leave the potential for an island development within ' . 

I . .. 

it, we wilJ1 certify both the open area and the 4, northern townships' 
I . . 

/ L -30-

", 
" , 



• 

• 

• 

A.86-10-042 ALJ/JBW/pc 

" 

that have been within the PC&E certified strip to Lwest. 
(Badisavljevie, D.90262 in A.SS34S~ May 6, 19791.)/ 

Area C: 'I'he 2 plus townships includ.ed were eertificated 
to PG&E by D.53794 in 1956, in the anticiP~n that PG&E would 
serve the Permanente Cement Company plant at CUshenbury and any 
Permanente employees who, it was expecte~ might build homes in the 

I 
vicinity. PG&E is serving the cement ~ant, but the only 

• • • I 
4 servlces ln the area otherw~se are/to, 4 ranehes, and SOuthwest 
provides that service. Southwest ~ovides the only resiaential
commercial service around the peri~hery of Area C, and again, 
rather than create the potentiaLitor a future service island deep 
in another utility's service tefritory, we will transfer the 
.. I serv1ce terr~tory to Southwest. 

Area D: With no, pfesent or potential competition, 
Southwest already provide~service to 710 customers in this 
townshi~ signed area adjacent to Southwest's Big Sear service area 

! 
facilities. It will, be;certified t~ Southwes~. . 

areA K, SOutheAstern Sector: In the 4' townships that lie", 
( 

to the east of cajon ,Pass's Highway lS, Southwest presently serves 
.I ' 

164 residential-commercial customers, albeit troma PG&E ~anged 
SocalGas supply tap-Ito SoCa.1Gas' No. 4000 36-inch pipeline which 

~ '1 ' 1 crosses the weste:r:;n ha ,t of the sector. SOuthwest has a so 
developed an arrariqement whereby it will also serve approy~tely, 

~ -.,' 

l~OOO customers/1n the projected Las Flores Ranch development. 
However, southwest must either extend., its ownt'aeilities south from 

I . . . 
Bear Valley Road on Kighway 15. or come to some. arrangement w;,. th 

I . 
So¢alGas. Negotiations are already underway with Southwest 
proposing' to! buy gas direet,fr.om .SocalGas, or., it is-possible the 
2 utilities!:may reach. an arrangement· whereby SOcalGas would' 
f' 

transport pouthwest owned qas to-the area"" Expansion south from 
southwest/So service areatrom. the Hesperia, area is' a logical 
resolution of the service area issue here'since the mountains along 
. I 
the southern part of the sector make ita natural boundary. 

'I 

I 
/ 
/ 
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,~ 

/ 
/ 

Southwest, apart from already serving in the sector, and having 
made a showing as to the need for service, has serv~ facilities 

/ 
at Victorville, and provides a local distributor presence. We will' 
certify this sector of Area E to southwest.~ 

Area If southwestern Sec1:ox:: In th' s approximate 
4 township sector the interests of southwes and SocalGas come into, 
sharp con~lict. SoCalGas has gas SUPPly}.?nes in place, straddling 
the entire area with 2 north-south pip~nes, No. 1185 and 
No. 4-39, admirably suited to eventual-1y loop- the area. In 

addition, SocalGas already provides~ervice to over 
2,~OO re~idential and commercial ~stomers in Wrightwood and Pinon 
Hills, just over the western bou~ary of the sector. Both 

Southwest and SoCalGas have bee£ discussing service to· Phelan and 
Baldy Mesa. Phelan is only 4f'iles from W:r:iqhtwood; sOcalGas' 1185" 
pipeline runs down Baldy Mer Drive. SocalGas also- provided 
correspondence evidence of rdvanced 'negotiations to serve the " " 
Snowline School District between -Phelan and 'Baldy: Mesa. The people:, 

,I ' , ' '" 
who spoke at the Phelan lveninq hearing clearly wanted service as .' 
soon as possible withou,t preference who- was to serve. Service from," 

I . 
SocalGas would be quiokly possible since SoCalGas, has the supply" 
facilities and is adkntly against'being required,to make its 
transmission facilitlies available to, Southwest to· enable ,the latter' 
to compete in what/socalGas- regards as its backyard. socalGas 
cited be. Tel. & ~~1. Co. y. Eschelman et 01. (19l3) 166 C 640 as 
authority for tht/. proposition that,'to, require SoCalGas t~ m.zlJ,;e its 

transmission li~es available to' Southwest in this matter would be 
an unconstitut.i:onal taking of property because,. intex: alia" the 
interconnectioh. requirement' was not necessary to- provide service to. 

, 1 • 

customers, but rather only to'giveacompetinq utility an advantage;' , 
at S0Cl11GaS,/ expenseaTbe court,. SocalGasarques, reasoned that to- ' 
allow competitors to, interconnect with another' utility'S facilities!: 
would dimiiSh the val.ue o~ the ~aeilitl.es because' suell ~aeiliti"";' 
would be~ess valuable in aoquirinq new business even thouqh 
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dominated by the Shadow Mountains~ we have no evidence. 
Accordingly, we will leave it as -open- territory where any utility 
that can do so economica11y~ is tree to extend service. . " 

The 12/31/82 lO-xear PG&E-Sopthwest SUpplY Agreem~nt 
We leave it to the parties to moditY their agreement to 

remove or modify the -all requirements- pro~i~ion. La Flash 
testified that PG&E would do so' upon requ/st. But Southwest cannot .' 
h~ve its cake and eat it too·. If SoUth¥st elects to freely swing 
between transporters or otherwise bypass PG&E entirely, PG&E will 
lose the contribution to-margin now p ovided, and modifications 
must also be made to relieve PG&E of any obligation to provide tir.m..· 
service. As we stated in 0.87-09-0 9, dated May 29, 198.:7, at 
page 63: 

"Gas which moves in inteFUti1ity transportation 
. will flow to the utilit'ies themselves and to 
their wholesale and Doncore retail eustomers. N 

(Eluphasis added.) I 
De All' AlperiCCM Pipeline CUstomers 

Located far eastwarci from the neare'st Southwest , 
territory, the All American ~pel'ine facilities included in this 
proceeding will be permanently certificated- to PG&E. The 
require:nents of OrderingParaqraph 6. of, 0.49101 will also be 
deleted as no, longer applidable to- the 20 mile wide strip, of PG«E 
certificated territory 1y~g east of Newberry Springs. 

/ 
~e Industrial customers aistorica.lly Se%ved. 
,by PGii within SOuthwest !Territory 

These cement pI-ants and the Cool Water Electric . 
Generating plant. were ail contracted tor by PG&E many years ago, • 
and there has been no- s'howins that they are inadequately served'.. , 
'!'hat PG&E "might not rrA,ss them- were they transferred to" Southwest" 

t 
and. th.at they would enable Southwest to' lower rates,. cannot be 

I ' 
grounds for transferring PG&E eustomers to- SOuthwest. Southwest, 
at the time these cofmections were made,. was in no position to 
provicle service to°r""o, and it. acquiescedo in their eerti:tication 
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2. In the period 1931-l9S1~ Southwest was a local 
distributor authorized ~y this commission t~ distribute liquefied 
petroleum gas to residents of nine townships centered upon Barstow 
and. Victorville in san Bernardino county. ., 

, ~ 

3. After World War II discovery of additional ,.atural gas 
sources within California fell ~ehind. demand~ compel~ing the major 
gas companies to seek and. import supplies from outt'ot-state. 

4 _ Both PG&E and SoCalGas. constructed la ~ size gas 
transmission pipelines and related facilities 0 bring out-o~-state 
natural gas to, California metropolitan areas 

~. PG&E in the early 19S0~s, pursua to Commission 
authorization,. constructed, and sul:)seque ly had to, expand, a 
Topock to Milpitas pipeli~e across. san 

&. In 19S1 PG&E agreed. to whol le natural gas t~ 
Southwest, thereby bringing cheaper nergy to. the customers ~t 
Southwest, enabling, Southwest to co vert to natural qas and. t~ 
achieve substantial expansions. 

7. By 0.49l01 in 1953 PG&E was authorized a 20-mile wide 
strip service terri tory across San Bernardino .. county and straddling 
the Topock-Milpitas pipelines, Jut PG&E was not to. serve within 

, J '. 

Southwest ~ervice territory as fhendefined, or as mi<,1ht later. be 

awarded. ~d rec~ized by thepommission. Ordering Paragraph' 7 ~t ' 
the Oecl.s::.on prov.l.ded.' that PG'E, was not t~· serve any neW' customers 

. I . 
Outsi~~ the PG&E certified strip territory without further 
certi~ieation by the commission • 

.I e. To ensure that pr~osed. new: gas loaas within the PG&E : . 
certi~ied strip- territory wo:uld not over~urdenor endanger supplies' 
tor PG&E"s metropolitan are!as.,. Ordering Paragraph 6- was included ~. 
0.49101. It required that/particulars. relative to any proposed. 
add.itional customers With1~ the PG&E certi~ied strip territory in 
the county be first SUl:>mitted·to- the Commission. 

9. SUccess.ive exc~usive requirement contracts t~ 1982 
( 

between PG&E and Southwe t generally provided,. inter.Al..iA, that ," 
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28. In addition, the dispositions set forth in Finding 27 
would save the Commission considerate manhours consumed in 
resolving the constant disputes of the past years over individual 

certifications. 
29.. The All American pipeline customers should remain with 

PG&E a,Dd PG&E should be permanently certified to se~e them. 

~onclJlSions of Law / 
1. The application as to, service terri tory ft~oposalS should 

be granted in part and denied in part~ as provided in the following /. order. 
2. OrderifJg 

applicable. 

Paragraph 6 of D.4910l shou1d no longer be 

~ " 3. The SEGS Plants III-VII~ and the~l American P1pellne 
Plants should. be permanently certified to JPG&E. 

4. ~he large load industrial plani$ historically served by 
PG&E and certificated to. PG&E, whether loeated in Southwest's 
present certificated service t,err1tOry/ or' in" the Area' 1). and C 

territories to· be certified to SOuthwest, should remain 
certificated to PG&E.. ,i . 

ORDER 

IT' :IS ORDERED that: j 
1. A certificate of pUbl c convenience and necessity to 

. /I , . 

provide natural gas service within Areas A,. B", C, D, and ,the 
! 

Southeast Sector of Area E (ea.stof Interstate 15-) of.San 
,j' 

Bernardino County, as depict,d in Appendix: A, Map 6- of the attaeh~ 
opinion, is qranted to: South.ast Gas corporation (southwest). ' 

2. A certificate of pblie convenience and necessi ti to " 
continue to provide natura¥CJas.service within the Northwest See'tor 
of Area E of 'san Bernardino county, as depicted in Appendix A, . 
Map 6 of the attaehe<10pirlion, is confined' .to Pacific Gas and. ' 

Elec1:ric c_y (PG&E). \ 
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3. A certificate of ~Ublic convenience and' necessity to 
provide natural gas serviee within the Southwest Seetor of Area E 

of San Bernardino County, as depicted in Appendix A, Map & of the 
attached Opinion, is granted to Southern California Gas corporation 
(SoCalGas) .. 

4... After the effeetive date of this ord , Southwest, PG&E, 

and SoCalGas shall file a service area map of the respective 
service territory granted each in compliance with General Orde~ 
Series 96. 

s.. Ordering Paragraph 6 of Deeision 9101 shall no longer be 
applicable to PG&E. 

6... The Solar Energy Generating Sta ion. plants Nu:ml;)ers Three, 
through seven, temporarily certified to. ~&E by various resolutions' 
of this commission, are permanently certified t<> PG&E.. :. 

. . , I II . .' .c 

7.. Southwest's request that Riverslode CEUllent corporat~on,', 
southwest Portland Cement corporation) Southwest Portland cement' 
QUarry (at Black Mountain), the Kaisef,Permanente CUShenbury Cement~ 
Plant and the Coolwater Eleetricc;eferat:i.ng Plant, hi~toricallY 
supplied by PG&E, be transferred t~Southwest,is denied .. 

8. The All Alnerican PiPelili'e Company facilities located in " 

PG&E cert;ifieated. territory eats. of Newberry, Springs shall be . 

permanently certified to PG&E... . 
9 .. PG&E's certificate 0 public convenience and necessity'to, 

continue to offer to provide ~tural 9a~ service to, new. customers 
I ' ' 

in Areas A and C of san Berna.rdino County,. as depicted' in 
Appendix A, Map 6· o·f the att~ched Opinion, is cancelled effective " 
the date of this o.rder,. and!PG&E is relieved of its public utility· •• 
obligations as to, those areas.. '. . •. 

I .' •. ' 
10.. 'rhe Central Sect,or of' Area E of San Bernardino County as. 

depicted in Appendix A, ~ 5 of· the attached Opinion shall remain 
open. territory pending· fw:lther' order of this Commission. .. .. 

11. 'PG&E Mvinq aqreedto- revision of the'full requirements 
agreement, that issue is moot. 
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