Necision No.

BZFORE TEE RAILROAD COMMISSION OF THE STLTE OF CALIFORNIA

In thoe Motter of the Petition of the)
: TACY GAS COMPAXY, )
a corporatior, for a certificate of )
»ublic convenience ond necessity to )
furnish gas 10 the City of Traey, )
San Joaguin County, and for sn oxder)
suthorizing the issue and ssle of )
2100,000.00 of ite capital stock and)
%100,000.00 of its first mortgage )
ponds to finance such contemplated )
improvement. - )

Lpplication No. 13295.

Leor Melekov, for applicant.
Y mEE COMMISSION:

0P INION

Trocy Ges Company osiks the Commizsion to declare thet
Public convenience and necessity require and will regquire it to
conatruet, meintain and operate an artificial gas plant in the
City of Treey and Yo exercise the rigots end privileges granted b7
the City of Tracy in an ordinance awarded fugust 5, 1926, cnd filed
in thic proceeding. The ¢ompany Zurther asks the Commission to
guseorize it 4o issue and sell $100,000.00 of common stock and
£100,000.00 of first morigage six percent 20-ycar bonds to pay the
cost of constructing seid gss plant.

Tracy Gaz Company waes recently organized with an
ausnorized capital stock of $150,000.00 divided into 15,000 shares of
the var veluo of 5100. each. Lmong othor things, the corporation
is authorized 1o acqui:e, nold, mencge ond operste buwildings, tanks,
mechinory, pipes and vive lines and any and a&ll other applicnces for
manmfecturing, vroducing and distributing ges and its dy-products and

any an all otzer illuminant vroducts for light, neat, power and any

and 21l other beneficial uwses and purposes to which they may be arolied.
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Tracy Company mnroposes to construct forthwith an artifi-

cial ges plant in vhe City of Tracy ot an estimated cost of about

$145,000.00.  Thiz cost iz segrezated st Lollows =
Two acres of land in the city limits of Trecy « o o o . &
One 50,000 cubic f0ot zas holder deliverod ond orecteld
One douwblo o tuing Beale patented gas generator . . .
Qne zerubber 6 t. diametor by 20 Z¥. - . . . .
Taree purifiers cix £t. diamcter by 8 £v. .
One nurifiexr 10 £f. y 10 £t. . . . .
Two norizomiel boilers 150 Z.P. . . .
wo stesm turbines Zor blower . . . .
Two water vumps . .
Two oil puups .
w0 No. 5 Champion nlowers . .
One 30,000 gallon oil tank . .
Soncrete foundations for zazs ho
black runs and PITS . . .
700 gac meters ot $10. eath . .
50, 200 £t. of 2%, 4" pnd A" mains
50 000 f£t. of tranching and laying =
ctings, valves and &rips . . . . . 1,300.00
700 Ges services 1007 eech and 70,000 X 2,100.00
IU,OOO .a.bn Of vmallor wize PibOS 1lfith .
ctope and ZLtBings .« 4 ¢ . - . . . %,000.00
700 stop cocks Lor meters . . 960.00
Q00ls, zigns and suto trucks . . . - 2,000.00
3rick vuilding 30 = 60 and other neco: 8,000.00
Fre bvricks for genorators . . 5,000.00

35,000.00
18,000.00
5,760.00
1,850.00
3,400.00
1,850.00
10,000.00
600.00
200.00
200.00
170.00
Z,000.00

7, OO0.00
25 34:1 00
al - 12,500.00

Cozt 0f wolding PiPOS v o o ¢ ¢ o o o 4 o & o o o o
Concroting ené rovalring STrceTs -« « o o o o o o o &
Engineering, csupervizion, constructlion and contingencies
Croveling and miscellaneous O0XHONSeT o o o . o o o . .

3,000.00
5,000.00
4,000.00
2,000.00

Orgenization oxXyonses . . e o o 8 & & @

1,500.C0
Actual money expendod in obteining Zrenchises . . . .

500.00

N
,1455121-00

QO"J&]..--...........

Subsequent to the hearing applicant has agrood to install o

stetion meter testing oquipmont, a Tocond cerubbor and oflice equip-

mert at o atotal ectimated cost of 54,750.00. Instoad of con-~

structing a brick bu;ld;ng it has agreed t¢ conmstruct its bduilding
ol wood fLrame and galvenized iron wrich will reduce tae cost from
78.000.00 %o opproximately $4,000.00. It will be noted thaet the
cost of toe tullding will Yo reduced by aboﬁm the Ssme amownt as
izated cost oI

ne osv tre addivionsl ccuipment which the compeny

agreed to purchase.




The company ectimates thar during tho first yoar of its

overation it can obtaix 700 Zos consumerc. The monthly income

of the compery i& estimated st 33,500.00, or at 542,000.00 por cnmum.
The company estimates 1ts oporating expenses st 51,784.00 per montis,
or ot 521,408.00 per smuum. Our investigation end analysis of ap~

plicant’s estinated oxpenses lead

(vJ

us to dvelioeve that it r2as not
included in its ostimate all items of oxponses. Ve sre of the
ovinion that svplicant’s ovorating expenses will more nsarly approxi-
rate 530,500.00 then the cum roported by i%.  Assuming thet it con
roglize o rovenwe of 542,000.00 and that ite exponses will amomnt %o
580,500.00 it will nave cveilableo for interest and othor Zixed charges,
dividends end surcluz, 511,500.00.

There iz Ziled in thic procoeling a notvice ¢f cale of a Iran~
c¢hise hy the City of Tracy granting the rizht to lay gac maoins and
conduits for 2 veriod of Iifty years in vae public stroets, elleys
and vthorouganferes of the CLty of Tracy Zor the purvose of cerrying
and disvriduting gas for light, heat ond pover, and %0 make connec~
tions with said pives and condnits sxd the necesIary appurtenances
¢ tre some. An 8ffidavit filed by Goorge L. Frorichs, clerk of the
Civy ¢of Tracy, showse thnaot Joan T. 2eals was the only hidder for the
frencalise, that his bid was accompanied by his check for twonty-iive
dollere os nis initisl bid, and that the Board of Trustees of the
City oL Traecy struck ofZf, 2014 and cwardel the franchise to zeid
Jonn F. Zesls on avgust 5, 1926. The notice ¢f cale provides tﬁat
voe successful didder must file with the City Clerk z bond running
to the 04ty of Traey in the vonal sum 0f 52,300.00. Thiz bond hes

net yel been filed, With the resuit, i

<t

., ‘e sald, vhet the Lranchiso

g not 7ot heen formally granted to Jolm . Zeals.  The notice of

-

crle, hovever, contzine a recital ¢ the %Torms nnd conditionzs of

Yy
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the proposed franchise. Qne condition reands as follows:—

"het the meximum nrice ond cherges for gas produced
- b7 the contempleted plont of grantees, thelr successors and
ezsigns, to consumers of the City zhsell not, during the ex-
fstence and life of thic Iranchisce exceed & ninimux crarge
of Cno Dollur and Fifty Cents ($L.50) for the fLirst Four
Eundred (400) cubdic fect used; Two Dollars (82.00) per One
Taousend (1,000) cubic Zeet for the znext Two Thousend (2,000)
cubic feet; ard. One Doller and Fifty Cents {(51.50) per Ome
Taousand (1,000) cuoic feet, for all over 2wo Thousand Tour
Eundred (2,400). cubic feot.™

Taic provision iz, we feel, of no effect, for the
reason vhat the Railroad Commission nss complete Jurisdiction over the

rates waich Tracy Gos Coxpany may charge. ThoSe provisions of <he

franchise relating to the construction of the plant must necessarxily

b
be observed/John . 2Beels, hAls suecesSsors or 223signs.

. 42 Showm above, aypplicent revorts +that $500.00 has
been actnally exrended in acquiring-thc franchise. The record chows
thet John F. Beals paid o Yhe City of Tracy $25.00 to obtain the
francoise, and that in addition ke will be charged with anproximately
& like sux to cover advertising cost. The amownt which the Tracy
Ges Company mey cnarge 10 capital aéconnt beceauce 0f the acouisition
0% tho ZLranchise will be the $25.00 plus the smount setuclly expended
by John F. Besle or his assigree to reimburse the c¢ity for advertising
the notice of sele of the franchise. Inszmuch o the Commizsion
23 not been furnished witkh & copy of the franchice, we conrot make
& finsl order grenting svplicont a certificate of public convenience
ond necesSliye. The order neroin grantc o vreliminary certificate.

foplicent azks vermiscion %o issue $100,000.00 of
commor stock end %100,000.00 of cixz percent twenty year bopdz.  OFf
4o stock it intendz to deliver 5600.00 par volue to John F. Beals in
veyment Lor tire franchice rightz relerred 1o nercin, and dellver
to Joan F. Beecls $4,000.00 per veluc in poyment £0xr services ren-
deref In meking the neccssery invoctizetionz and engineering ro-
porte. Furthermore, the compan& recuests permiceior Yo use QGO0.00

of stock proceeds to vay attorney Leed and orgonizanion exponses,




and use twenty vercent of the stock proceods 1o pay commissionc

and expensesz t¢ coll the ztock. The remaindor of the procecds it

propeses o use to poy in nert the cost ol iUs gaus plent. I will
ba observed that The company has included in the estimgted cost of
tie 283 vlent 24,000.00 for ongineering, supervising and comstruction
continzencies, .52,000.00 for 4ravelling ond mizcellaneous exponces,
$1,500.00 Zor orzenization expenses =nd S3C0.CC o cover oxponszes
incident to obtaining the frsnchise. he Commission hez notv heen
furniched witha ony stotomont showing thre expenditures incurred by
Johr . Zeals to obifain the franchize ox ﬁrepare his engineering
eport.

7.0 plans and engincering roeport submitted to the Coxmiszzion,
do not warrant 2 $4,000.00 expenditure. Moreoover, o Lssue stock
to Jorr F. Zeals L0r the purposes stated and also include the items
zontioned in the eztimated cost of the plant would rosult in a dupli-
cation. Tro requozt to lss stock to Jonm F. 2oeals, o8 herein
regquoested, will be donfed, Zor the reozcon cwong others that tho Com-
xission has not bhoen furnizked with prover evidence to justify. such
izsve. In regard to applicant’™s reguest to use twenty vercent 02
vhe 2TOCK proceeds to ney commissions and expenzes, we fool that
such an expendliiure iz unroaconabvle. The order heorein will nermit
the company to . uce tvelve ond one half percent of the proceedz for
Suchk purnoses. Tho belence o the proceeds fLrom tho sale of stock
must bo donocsited In 2 bsnk or banks end may be exponded only
the purveses nereingfter asuthorized.

Aoolicent, ss ceid, asks permizssion 4o issue 5100,000.00 of
2ix percent twenty yoar honds. I% haé ontered invo no agrooxont Zor
vne cole of the bonds and nes submiétcd ©0 the Cormizsion nelither a
form of vthe bond nor a copy 0% itc mropesed deed of trust. e fool
that 4t iz prover for +the company to iszsue not exceeding 5100,000.00
0L bords vo may in vart the coct of ite gas plent, provided it can
sell onougnh stock to ecteblizh a reasonable cquity for tzo bonds
ond thet it cubmits in saticfactory form a deed of trust. e
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will not authorize ke issm.é 0f the bonds wntil we are furnished
with setisfactory information showing that the company hat S0ld
at per $50,000.00 or more of its stock snd has on deposit in

some bank or banks at leest seventy-five percent of the selling
price of cuch stocke. NoO comtrects for the purchase of materisl
or the cons‘amé'cioﬁ of the plant may be entered into by applicant
wmtil Lt hes the aforessid moneys on cle;_oosit. The order herein
ic of s preliminary nature.

I£ an applicant expectsa fLinal order in a procecding of
this kind it showld come to the hearing prepsred o swbmit & com-
plete case. In this instance no engineer was called by applicant
to testily in éuppor't 0f ite ectimated cost of the nlant reported
at £145,121.00 or in zupport of itc reported revemues and expenses.
Suck estimates were submitted by applicant ond {ound reacomeble by

tne Engineering Department of the Commicsion except that the Depart-—

ment reports the operating exponse estimete 100 low.  Lpplicant®s

secretory admitted the omission of certain items oL oxpense.
Neither a form of the bond, nor & copy of the deed of trust wal
submitied, nor was any competent evidence submitted in support of

the reouest to issue stock to Johnm F. Beals for services rendered.
QRDER

mracy Gos Compexy, aaving applied to the Reilroad
Commiszsion for permission <o construct, meintain snd operate an
ertificlel gas vlant, ac indicated in the foregolng opinion, and fox
permizsion to icsue not oxceeding 3100',000.001 of commor stock and
rot -excecding $100,000.00 of six perceont twenty year bonds, & rublic
hearing h::.vi.ng‘ beon neld before Txaminer Fanlkhsuser and the Reilroed
Commicsion being of the opinion that public convenience and necessity
require and will ‘rec:uire- “he construction, operation end maintenance

of the gas plant referred %o herein and thet Tracy Gas Company




Should &%t thic vinme be vermitted to issue not exceeding 775,000.00
of its common capitel cstock subject to the provisions of thiz order,
end +thet this spplicetion incofar sz 4t involves the issue of 525,000.
edditional 3tock and $100,000.00 of bomnds, should de aeld in abeysnce,
ané tasv the money, prowexty or labor to bo procurcd or pald for by
the iscue of th¢ 2tock bherein authorizoed, is roastonzbly required by
spwlicanty end thet the exponditures are not in whole or in part
reaconebly chergechle to opersting cxpense or 4o income, therefore,
TEE RAIIROAD COMMISSION FEERERY DECLLEES that noresftexr,
upon the £iling of a certified copy of an ordinance of the City of
Tracy granving to John P. Besls, his succeszors and ascigns, o {ran-
chise to construct, overate axnd mainteln cn artificisl ges plant; &
properly executed ascigmment of said franchise o Trocy Cas Company;
and & stipuletion duly sutnorized dy its Board of Directors doclering
thet Trecy Geo Company, its suceessors and assigns, will never claim
before the Railroed Commiszion or any court Or other public body &
value £or sald rights and privilegec in execezs of the smount sctuelly
peid to the City of Tracy e the consideration for the grant of such
fremenise, which cmourt is revrosented by Tracy Ges Company 0 have
Yeen & s the Railrozd Commission will declare that public con-
venience require and will reguire the exercise by applicant of t@e
rights end »rivilegezs granted to it by such ordinance, subject to
such terms and conditions ss the Railroad Commission moy prescriﬁe.
IT IS EEREEBY ORDERZD that Tracy CGes Company be, and 4t is
hereky, aunthorized 1o issue snd sell on or hofore October 1, 1927,
for cask &t mot less than per $75,000.00 of its common capital stock.
0L <he nmrocoede roalized from the sale of such stock, an amowmt not
exceeding twelve and one hélf vercent may he expended by spplicant
40 vey commicsions and all other expenses incident to the saié oL

such 2tock. L1l remaining procseds shall be depositod with o

benk or vanks snd mey be exponded by syppylicant oxly for such pur-
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pozes a5 tho Commisgfonm will suthorlze by o cupplomental order or
0rders.

Tm TS EEREDY FURTEER ORDERED thet Trecy Ges Compeny sSholl not
ortor into sxry coniract for meterisl or enter into any contrect fox
tho construction of 4Lts vromosed ges vlent until it heos sold st leest
230,000.00 02 tho stock nerein cuthorized to e fssued and hos onm
dorosit with e bank or banke at least seventy=~five paercent o< the
celling prico of sald stock.

To T3 TERERY FURCESR ORTERED that the suthority herein grante
ed to issue stock shall bocome effective upon the date heroof.

TM IS TERERY JURTESR ORDEIRED that Tracy Gas Compony shall
reap such record of the isswo, sale ard delivery 0% the stock axd
honds herein authorized and o2 tae disposition of the proceeds as
will enadle it to fiie on or before the 25th day of each month 2
vorified rovort, cof requirsed by the Rallroad Commigsion’s General
Ordor Yo. 24, wnich order imsofar as spplicable, is made & nart of
+his order.

TM TS TERERY IURTEER ORDEXED thet the suthority herein
grented to conmstrumet, meinteir and operate & gss plant, vwll bocome

effective wnen spwlicant has filed the stipulation roeforred %O

nerein, snd when upplicant hes on doposit with s boxk or beonks at least

soventy~five percont of tze zelling price of $50,000. of stocke
DATED at Sen Francisco,Californis, this 20 — 4oy o De-

cember, 1926




