Decision No.

In the Matter of the Lpplication of
SOTTE COAST GAS CQMPANY,
& corporation, for a permit to
exercise franchise rigats, for &
cextificate of pudlic convenience Application No. 13724.

and necessity and for a vermit to
sell its stock.

George L. Eampton,'for applicant.

37 TEE COMMISSION:

CPINICON

South Coast Gas Compsny asks the Railroad Commission to
make an order; (a) declaring that public convenlence and necessity
recuire and will iequire epplicant to exercise the rights and .
privileges obtained by Ordinence No. 312 of the City of Ocesnside
and to construct, meintein and operate an artificial gas plent at
Oceanside; (b) authorizing the company to issue one thousand shares
($100,000.00 par value) of common end eight hundred and £ifty shares
(585,000.00 par value) of seven percent cumuletive preferred stock;
(¢) euthorizing the compeny to sell such stock at par for cash snd
use twenty percent of the proceeds 10 vay the cost of gelling the

Stock and the balasnce to ccouire and construct the gas plant




referrod to¢ im this application; (d) and vermitting the compeny to
charge the rates referred to herein.

South Coast Gas Company was organized on or about
Yarch 18, 1927, with sn suthorized cepital stock of $200,000.00
divided into $100,000.00 of common eand $100,000.00 of seven percent

conzlative preferred. In regerd to the company's preferred stock,

the Articles of Incorporation provide s follows:—

(The nature of the vpreference given to said
one thousand shares of preferred stock is that the holders
thereof shall be entitled to receive, and the corporation
shall e bound to pay out of amy amd sll surplus or profits,
whenever ascertained, cumulative dividends thereon at the
»ate of seven percent per smmum, paysble annmually before any
dividend skall be declered on the common stock.) Said pre-
ferred stock is subject to redemption at any time after the
expiration of five (5} years from the date of the incorpora-
tion at Cne Hundred Five ($105.00) Dollars ver chare.

L 4
It will be noted that the irticles of Incorporation sre

silent as to the extent to which the holders of préfbrrad stock nay
rarticipate in the distridution of the essete of the corporation in
caese 02 the sale of the corporation's promnerties or its liquidation
and 40 1ot prohibdit, except perhaps by implication, the peyment of
dividends on common stock &t a time when there are accurmliated
urpeld dividends on the preferred stock. This Commission will
rot autihorize the issue of preferred stock, subject to sweh condi-
tions as are cet forth in the company's Articles of Incorporation.
It gppears thet on November 10, 1926, tae Board of
Trustees of the City of Oceancide adopted an ordimance (No. 312)
Zxaidit "ET, granting to Curtis I. Flint, his heirs, successors and
assigns,‘tie right to erect, loy, operate and maintain gas pipes and
conduits on &ll the public streets, alleys, highweys and public
vrlaces of the Clty of Oceanside, for the purpose of carrying ges

for 1ight, heat and power along and mpom all the public streets,




alleys, highways and public places of tae City of Oceanside, for the
period of time gn&ing November 3, 1956. Trdor dete of April 15,
1227, Curtis E. Flint sssigned his rights end privileges under such
ordinance to the South Coast Gas Company.

It is o record thet applicant intends to construct an

artificisl ges plant whick it reports will cost $145,000.00,

segreguted as follows:~

Cogt of comstruction as per contract between
applicent apd ome Z. A, MacGillivray, & copy
of which is attached to the petition as
Spplicant®™s Exhibit "I" . . . . . . . . . . . . . $127,500.00

Meterial foi 200 a&ditiéﬁal Services. 1,000.00
Real Propertye o v v h h i et h e e e e ee . s 6,000.00

Ingineering and legal oxpenses incurred in the
formation and completion of plant and distri-~
buting system. . . . . . 2,500.00

Labor for installing 700 services ¢ $2.00 per service 1,400.00
TremchiSe. « . ¢ v s e e o e e h e .. 1,500.00

Working cepitel. . . . . . 5,100.00

Tot&l-l ......... LA A B 2 L B Y 1451000§00

The contract between applicant and E. 4. MscGillivray
was originally signed by Curtis =. Flint. Later the name of
Soutk Coast Gas Company was substituted for that of Curtis T. Flint.
Tre contract describes in general terms the plant which Z. 4.
NacGillivray has agreed to construct. I¥ provides that payments

shall be mede as follows:~

%35,000.00 upon the signing of the contract.

$85,000.00 when materisl going into the ylant and

‘ ground is delivered at Oceanside, Californis.
$35,000.00 when the contract is completed; and the balance,
$22,500.00 30 days after completion.




C. C. Brown, an assistent engineer for the Commission,
testified at the nearing thet the cost of the property whick EZ. 4.
MecGLillivray hed agreed to construct and the materlals which he hed
agreed to furnish under the contract should .ber shout $64,432.00.
Subsequent to thc hearing C. C. Brown spd . 4. XacGillivrey had &
conference in regerd to the provisioms of the contrsct, with the
resalt thet C. C. Brown sudmitted & revised report im which he
estimates the cost of the property at $71,515.00. In preparing
these estimates lx. Brown nas allowed for contingencieé and for a
contractor’s profit on 8ll work and eguipment installed.

" We do not believe thet it is in the public interest for
applicant to underiake %o pay $127,500.00 for work‘and neterial
thet shounld not cost more than §71,515.00. While the Oceanside
Chamber of Commerce snd the Boerd of Trustees of the City of
Oceanside urge (by letters dated prior to the hearing had on this
syplicetion) that the Commissior grent this apvlication, they were
not represented st the hearing. We bave no objection to the
censtruction of a gas plant at Oceenside provided it is dmilt at a
reasonable cost and finsnced in an ordinary business-=like manner.
To vermit thae comstruetion wnder, or to recognize, the contract now
before ue in any way 18 likely to result in a request for rates
that are wrfalr to the public. If such request is refused,

vhich no doudt it would be, thocse wao raey par for applicant’s stock

will not receive an sdeguate return on Thelr Investment. In
%zis comxection it might be said that applicant requests permiasion
to issue $159,375.00 to raise the $127,500.00.

Regardless of the faset that vayments may have been made

on the contract for mesterisl purchsased, we believe that this




applicetion should bde denied without preludice. Then one under-
tekes the comstruction of a vublic wtility property, he should
inform himself of tre provisions of the Bublie Ttilities Lct and
femiliarize himsel? with the rules and regulations of the
Cormission before underteking setval construetior or obligeting him-
self in sny contractual manner.

While our actior in this matter mey result in a deley
in tke construction of a gas plant at Oceanside, it does not nean
that the Commissior will not suthorize the consztruction of suck &
plant at that place provided & ressopable proposition is submitted.
Tre view that we take of this matter mekes it umecesssry to comment
on applicsnt’s other proposed expenditures; its rates or stocx
issue other fhan what haes dbeen said about the provisions of its

Exrticles of Incorporstion.

XD ER

Scuth Coasst Gas Company having applied for parmission to
construet an artificiel gas plant and exercise the rights and
orivileges granted to it by Ordinance No. 312 of the City of
Ocesnside; to issue $100,000.00 of common stock and $85,000.00 of
seven percent cummlative preferred stock, and %o charge the rates
to which reference nas been made in the foregoing opinior, & public
hearing having been held by Examiner Fankhauser and the Rallroad
Commicsion being of tae opinion, Lor the ressons stated in the
opinior which prededes this order, that thic applicatiom should be

denied withount preludice,

5.

.1




IT IS EEREBY ORDERED that this application be, and the

sare is, hercﬁ:y donied.without projudice.

DATED at Sen Irancisco, California, this

day of Yay, 1927. | -

Commissioners.




