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The 12th llltMting of the Senate Committee on Federal, State; and Local Govarn
mants was callea to order at 1:00 p.m. on Wednesday, March l, 1967, in Committe.• 
Room S0 11 State Capitol, by Clud.l'Wln Gibeon. AU committee ~rs •r- presffflt 
except Senator B~ • .A.ho present wa.s an overflow crowd of persons interested 
in Senate Bills 151 and 199. 

Senator Gibf.um remarked that Way' fil time for the head.n,a wae limited and remtndttd 
those present that the purpose of the meetin& wa.s to infon tu com.ittee. He 
then called on Senator Young, introducer of both billa, to c~t on the bills. 

S.B. l.Sl • 

s.:s. 199: fl"em inata1 U,n •t•r. 
Senator You.ng etated that with respect to $.I. 199, since int~od•cing the bill 
he had received s~ ee.mplaints that, in amall.er comammitiea, NrVidns is not 
available except through the "tiltties. He stated he h•d no objection to 
appropriate amend•nt along that line. 

The Chairman. announced that proponenu of the bill who had .tu.1ked to be heard 
vould apuk fir•t, and called on: 

L Mr. Albert Caton11 President, Keystone Fuel in I.enc, and a. repreaentative of 
the Oil Beat Institute. Mr. Caton read a statement favoriaa both hills, 
urging that utilities be confined to supplying products to customers. He 
stated. ther• are enough l1C41nN4 contractors to make inata.Uatlona. 

2. Mr. Ernest Cuno, Executive Vice Pr•aideat of Home Builders Associiition of 
Northam Nevada~ Mr. Ct.mo i,tated. the .A.saoe:lat1oo feels that S.I. 151 should 
be favorably acted upon, but that S.B. 199 may have a 1anal.lAI• defect in the 
inolusion of the word 11 serviee11

• lie offered four pointa in respect to the 
UH of that word: 

a. He felt that utilization of a power company repreunutive should be 
peraitted at the ti• a unit b fi:r•t turned on in a. new structure. 

b. U. felt a home owner •hould be permitted to call on the utility in the 
eve1t of an emergency. Mr. Cuno believes there 18 now no other 24•hour 
eervi• available in bao, and in an eurget1ey the ownu could only call 
a power company repre•eutative. 

e. He d•• not feel the utility abeuld be in.eluded from investigating an 
emergency of l.a.r;er scope, dfeet:lng wmy people, ae wha a nutDNr of 
pilot lights 30 out simultaneously or when a dafect oceur• in a gas 
main. 
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d. In a cf.N wllen the utility dtscmm.ecta for ncpayqimt of tariffs~ 
there would n a 11tuation, wd.er this bill,•••• wen the bill 
ie pa14, t'ne utility~ a npruentattve ev.t to reeomiect the 
aervieeti tun there would be a delay while a lie••• contr111.etor 
wu brought b. to !nape.et safety of r.aU!Md servin. 

The Chai.run .uket! &eaat• toua.1 whether he had a441tioaa.l infermatton to 
pru•t inf~ of die 1aa1alat1on. S.nat• ttAmS uU b.e had. a ~er 
lette.-a, nt theM could be rear& later to committH mealtc-11. 

Oppnenta of the ltlll who had ••ked to he heard were 
Chat~, in the fellowing or4u: 

1. Mr .. w. M. taw, heetllat, Southwest Gae CorpOl'a.t:lm. A copy of his 
remark& ii.\ oppo1d.ti• te lloth M.lla ia 1ttaethecl tc theae 1W1Ute1. 

2. Mr. Merle H. At~••• Vice PreaMlent, 1:lfl'I'& :Pad.fie Power Co., Reru>8 
Mr. Atcheaon tntl'ocl~ the foUowtq Siena Paciftc 1ower Co. people 
who 'Wfte also pi-aa-.t: Mr. Juli 1U.ee1 Mr. llicmard Caa,laeU, Vice lresident 
and General Coua•el; llRMll Mr. Scott Wa41wrth, local i-epresetative of the 
International E1eetd.ul Workers Union, wko repreeeata 600-700 cepany 
sployee1. 

ln eddreasing the committee, Mr. Ateua• ec~d Beuter Y-.ng•111 eeacem 
fff aaU. comunitf.ae ~ no 24-hour eenice ii &V'&Uable &cept f1'41B 
the uttU.tiea. Be also gave f~• on ••nice calla made a., the ,....r 
c-,aw.7 •• vqarousty ufenud the vttU.tiea' ript to make service 
calla. He 1tated. that Siena Pacific hae a ftJ!:110CN1 relatienship wtt'b 
c•tractora au with labor a,tcma and aldlled:trau•z that the c-,aay 
has a GGatract.-r•• licente itself; aut do not u•e tt; instead t!ley llire 
U,c.ea._ eentl'actora. He atated tut Sien.a Paeiftc leu .we ccmt:racts 
tkat m1J otner --,toyer in the State of Nevada ac.ept the State Highway 
Department. He felt p.uug• of the M&evu WOtald not re«l1M:e tu 
utUit1'Y' -,.aee and WMtld. sut;1tatiatly increaae -,.nff to heme 
~• • who l'llWllt get awl pay for aorvtcee which Ile alreacly pay1 on his 
pOWU' bill. , 

3. Mr:. Arulrw Ulrich. repreMnttng lly L:tgllt & Power ~. lly. He also 
•poke la oppord.Ucm to 1Joth hf.Us. He too mtimti•• lack of 24-hom: 
aenice -.pt i,y' utility, and statecl the mea•••• wou14 "Yer, damaging 
to IMll c~:lti•. Re toltt •f the la:r1• --.t of WR deM by the 
?Uy pOWU" ~• for city and c«Nnty agencies, uing the ~ company'• 
apeeta.1 -i1d.pmsu.: and traine4 ,-raomael. The ily power ~. too. hae 
a e•tra•t•'• lieeaee. He atated that if the bUla pas-. the 11:y Light 
& ,_.r ~ will be ,etitioniaa the Puhlie Seniee Commission fer a 
rate iacraAee; hence it will not be the power company tut will suffer• 
but iu etHtaers. 

PoU.owing Mr. Ulrich' a c~t•, cOlll'littae ._bel!'I d:treeted queetions to the 
variova speak.era. The Chairman then a:nnounce4 that the eOl.'tlJlittee has received 
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eonaiderabl.::: co1:ra1pondence and telegram& concernins the two bills, and that 
if there are thoae who had not been be.ard at today's hearing, the coernittee 
would try t,., arrange a head.ns for them. 

Since the afternOOll &M•ion of the Senate was about to begin, the Chairman 
told the eoamittee menibera the committee would meet at 8:00 ~.m. the i:ollowing 
day to dbcustl the r...,ining bill., shown oo. today's agenda. 

The meeting adjourned at 2:00 ,p.m. 

Respectfully submitted, 

Louise Glovar • Secretary 

I certify that the foregoing llinutea are correct. 

:W ~ , l!lllall ... ~~ 

Senator James r.. Gibson - Chairman 
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STATEMEI\1T OF W. M. LAUB 
IN OPPOSITION TO S.B. 151 

t • 

My name is William M. Laub. I am president and chief 

Southwest Gas Corporation, which supplies 

natural gas directly or indirectly (through other utilities) to 

approximately 55,000 customers in the state of Nevada. I oppose 

this legislation, both in behalf of Southwest Gas Corporation and 

in my individual capacity, for several reasons. 
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In the first place, and most importantly, this bill bears no 

relationship to any public interest. Think for a moment of the 

reasons behind the licensing of contractors. There are two primary 

reasons for licensing contractors: (1) to assure a citizen seeking 

contracting services that the person holding himself out as able to 

perform those services is in fact reputable and competent to do the 

work, and (2) to make sure that the contractor performing the 

services is financially responsible. Neither of these reasons has 

anything ,, do with whether or not the holder of a· contractor's 

license is or is not a public utility or a subsidiary of a public 

utility. 

It occurs to me that if a person o:c c.: .. )i....1.Y seeking to 

provide contracting services is reputable, competent and financially 

responsible, whatever else he is or is not is immaterial. S.B. 151, 

if enacted, would injure the public by reducing competition among 

contractors and would require utilities and th~ir subsidiaries 

which are now performing contracting services on a ~ompetent and 

responsible basis to get out of that business • 

. , ' 
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I have heard charges - -and so have you- -to the effect that utilities 

perform contracting services at a loss and require their rate payers to 

make up the loss. This is false. There is no way that a utility can require 

its rate. payers to make up deficits which it may suffer in non-utility 

activities. The only problem that can exist in this area is a problem of 

cost allocation, and this is within both the jurisdiction and the competence 

of the Public Service Commission. The Commission has prescribed for 

use in Nevada what is called the Uniform System of Accounts for public 

utility companies. We are required to keep our accounts according to this 

uniform system, and we cannot allocate to rate payers costs that are not 

incurred by or for them. 

I'm sure that you have heard, as I have, lots of loose talk--and it 

is exactly that- -about the utilities and their "guaranteed rates of return11
• 

I wish we had a guaranteed rate of return, but since we don't, let's set the 

record straight. A public utility is given by statute, by the constitution 

and by supporting court decisions the right to ~ a reasonable rate of 

return if it can. This does not guarantee anything. A utility is a monopoly 

only with respect to the particular type of energy it serves - -b~t there is 

_plenty of competition, not all of which is regulated, in the field of supplying 

energy for industrial, commercial and household uses. We compete 

vigorously with oil, propane and electricity for our customers I energy uses, 

and we have to stay competitive in price in order to do so. After all, there 

is no way that we can force people to use our product; they can always go 

to our competitors and they sometimes do. I would like to point out to you, 
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just as an example, that Southwest has yet to earn a reasonable rate of· 

· return on its $30 million investment in northern Nevada. So the term 

guaranteed rate of return is in fact merely a guaranteed ceiling on your 

earnings - -but no floor on your loss es. 

Finally, I have serious doubts as to the constitutionality of S. B. 151. 

A Contractor's license is valuable property. As to my company, which 

already has four contractor's licenses (Gen~ral Engineering, Plumbing 

and Heating, Refrigeration and Air Conditioning and L. P. and Natural Gas 

[C-38] }, I am quite confident that the law protects us from the expropriation· 

of these licenses by legislative fiat. Further, I do not believe that the 

State Contractors Board can be constitutionally empowered to deny a con-

tractor's license to an otherwise qualified applicant simply because of the 

fact that that applicant happens to be a corporation whose stock is owned 

partially or wholly by a public utility corporation. 

It is my opinion that S. B. 151 will not serve any public interest. 

It is strictly private interest legislation which will have the effect of bene

fitting non-regulated suppliers of energy and penalizing the general public, 

~long with regulated suppliers of energy. I see no justificatiol}. for it . 

-3-

62 



·'" . (\ 
.,.,_·r 'l) 

) ' c'' 11j ,,t I 
\' r. /~, ,/' r- xJ> J (vf-;"v, " 

- )'}/ 1--;t; :X} I ✓"W ,) .~ia-1 l' 
I,~ ;,J \91 y\ . ;/J1 
\JJ \ J ,l' lJ• 

STATEMENT OF W. M. LAUB 
IN OPPOSITION TO S.B. 199 

My name is William M. Laub. I am president and ~, \ \fl t~V Jij 
J.1Jv\ 9 

chief executive officer of Southwest Gas Corporation, which 
, '" serves naeural gas direcely to approximately 35,000 customers 
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in fourteen counties in the State of Nevada and wholesales gas 

to other companies who in turn provide retail distribution 

service to an additional 20,000 customers in the State of Nevada. 

I am appearing herein behalf of Southwest Gas Corporation and in 

behalf of all of my company's gas customers throughout the 

State of Nevada. 

I believe that the passage of S.B. 199 would create 

extraordinary dangers to natural gas customers located throughout 

the State of Nevada, would cripple the Public Service· Conunission 

in the exercise of its responsibilities, would have a particularly 

severe impact on gas customers in southern Nevada, and would be 

exceedingly injurious economically to my company. 

The most important reason for my opposition to S.B. 199 

is public safety, and I will cover this reason first. I have no 

knowledge of any gas utility anywhere in the United States that 

does not provide some customer service beyond the meter. This 

is not just a coincidence. The public health and safety require 

that gas utilities provide service beyond the meter. Our gas 

service men, of whom we currently employ 57 in Nevada, are 

specifically trained and instructed never to turn on a customer's 

- gas without checking for leaks and lighting all gas appliances 
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in the house. It would be recklessly dangerous to do so. While 

most gas appliances in this day and age contain automatic shutoff 

valves that will not permit gas to escape unless the pilot is lit, 

there are some older appliances still in service which do not 

contain this safety feature. Furthermore, there may be leaks in 

the house piping or at appliance connections. Our servicemen 

always run a "shut-down clock test" on the house lines when a 

customer is turned on. You can imagine--and so can I--how dangerous 

it would be to simply turn a valve permitting gas to flow into a 

customer's house lines without checking for leaks and open valves 

and lighting and checking appliances. 

Natural gas is a marvelous energy source and the natural 

gas industry has an outstanding safety record--largely because of 

gas industry service practices which S.R. 199 seeks to outlaw. 

I simply cannot believe that the competing fuel interests support

ing this bill have given any serious thought to the possible 

consequences to public safety if S.B. 199 should be enacted. 

While the reasons that I have given in the previous 

paragraph are in my opinion more than sufficient to justify the 

rejection of S.B. 199, there are still other reasons. The 

service practices of every utility are explicitly within the 

jurisdiction of the Public Service Commission of Nevada. For 

example, N.R.S. 704.220 reads in part as follows: "The Commission 

may, when necessary, •.••• prescribe for each kind of public 

utility •.••• conditions pertaining to the supply of the 

froduct or service rendered II 
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N.R.S. 704.250 through N.R.S. 704.300 grant to the Commission 

broad powers with respect to the regulation of public utilities 

in the interest of safety--both of the general public and of 

utility employees. The Public Service Commission is competent 

to administer these laws and exercise these powers. In my 

opinion, it would be the heighth of irresponsibility and would 

seriously impair the regulatory functions of the P.S.C. to prevent 

the Commission from carrying out its statutory duty by circum

scribing its authority in this vital area. 

Insofar as sales and rentals of appliances and equip

ment are concerned, these are necessary adjuncts to the successful 

merchandising of natural gas. We believe that we are as well 

qualified as anyone else to engage in this business. I have heard 

charges that these activities are conducted at the expense of the 

utility's customers, but at least insofar as our company is 

concerned, this is not true. This, after all, is only a question 

of cost allocations, and as such is fully within the competence 

and jurisdiction of the Commission, which has full power to 

exclude unreasonable expenses for rate making purposes under 

N.R.S. 704.180. Thus losses on appliance sales could not be 

offset against gas revenues. It's impossible that we could 

deceive the Nevada Public Service Commission in this area, even 

if we were disposed to do so, but just in case we should try, 

we would also have to deceive the California Public Utilities 

Commission, the Arizona Corporation Commission, the Federal Power 

Commission and ,the Securities and Exchange Commission, all of 

-3-



whom have some degree of jurisdiction over our accounting 

practices. And in addition to all that, we have some 8,000 

stockholders who would be rightfully indignant if we should 

flaunt the laws under which we operate. 
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There is still another reason why this proposed 

legislation should be defeated. If this legislation should 

become law and the validity thereof should be upheld in court, 

the use of natural gas as a household energy source would be 

reduced drastically because of the hazards involved. This, of 

course, is exactly what the supporters of this legislation hope 

to accomplish. However, the economic crippling of gas utilities 

in the State of Nevada would produce serious shock waves through

out Nevada--and the gas utilities would not be the only ones 

injured. Gas utilities in the State of Nevada have invested 

approximately $80,000,000 in plant in Nevada, and are investing 

more every day. Southwest Gas Corporation has more than 

$60 million invested in Nevada. More than 55,000 homes, schools, 

business establishments and public buildings in the state use 

natural gas as a major source of energy--primarily because it is 

more economical than other energy sources. And more than 500 

people are employed in good jobs on a full-time basis by this 

industry, to say nothing of hundreds of others who are employed 

intermittently by contractors performing work for gas utilities. 

For the record, our employees are not members of any collective 

bargaining unit, but are paid salaries and fringe benefits 

commensurate with or better than those in comparable union shops. 
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- As an example, an average service man with Southwest earned, 

in fiscal 1966, $737 per month plus fringe benefits equal to 

25% of base salary. 

-

Major economic injury to Nevada's public utilities 

would have a profound effect upon the state's reputation in the 

capital markets of the nation, and upon its ability to attract new 

industries and capital funds for expansion of existing industries. 

Ill considered special interest legislation of this type often 

washes upon shores more remote than any of us anticipate. 

It is my considered opinion that S.B. 199, for the 

reasons stated above, should be rejected as being wholly contrary 

to the public interest. 
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