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BEFORE THE RAILROAD cOt$aISSION ,OF ':!lIE SUTE 01 C;..LIFOIU"aA 

In the Matter of the App11cat10n and ) 
Peti tioD. or CONSm!E.RS GAS COMl?~"Y, ) 
a corporat10n, to~ a certificate or ) 
:pub~ic co:c.ven1enc,e and necessity to ) 
furnish gas to the City of Paso Robles, ) 
San Lu1s ~'bispo County, State or Cal- ) 
1tornia, and tor en order author1zing ) 
the issue and sc.le ot :~lOO ,000.00 ot ) 
its 90mmon stock, $2?,OOO.OO ot its ) 
proferred stock and !;;lOO,OOO.OO of its ) 
rirst mortgage bonds to tinance sach ) 
contemplated fmprovements. ) 

Application No. 1513~ 

'Edward Sehary,. for applicant. 

BY TEZ COMMISSION: 

OPINION 

In this app11cation the Bailroad Commission is asked to 

ente~ 1.ts order declar1ng that public convenience and necessity re-

'quire and will re~uire the construction and operation ot ~ artifi-

cial gas plant at Paso Robles by Consumers Gas CompanY'- '!'he Co:=.-

mission 1.$ turther asked to enter its order approving the plans under 

which the prol'osed gas plant 1$ to 'be constructed; authoriz1:c.g the 

ConSUtlers Cas COl:Lpany to sell at not less. than per $100 ,000.000t 1 t~ 

common C:l:91taJ. stock, ~25,OOO_OO ot ,its seven ;percent ~referred stock, 
, ' 

aIle. at not less than. ninety and. accrued interest, ~lOO,OOO.oo or its 

six and one halt percent twenty year bonds and deter.m1.n1ngthe various 

bases or discounts upon which the securities may be sold, the amount 

ot oommon stock that appl1cant may issue to the various and sundry. 
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p~sons· tor the 1ntangible and tangible property 1tems mentioned 1n 

its petition an~ the ~ount or common stock, if any~ whlch a~~l1cant 
. ; ", ."'~. 

may 1ssue to the 1ncorporators of the com:pe.ny a.s and to': the1r promo-

t10n tee. 
The Consumers Gas Company 1s a corporation organized under 

and by virtue 01.' the laws ot California, tor the 1lnto.ed,1a.te purpose 

0": engag1Xlg in tho 'business of ,supplying gas 'for domest1c";and. coxcmer-

cial consumption 1n the City ot Paso Robles. The e~p~y has an 

authorized stock issue 01.' ~5007000.00 divided into 5,OOO'sb.~es of 

$100,00 ea.ch. Ot the 5",000 shares, 3,000 shares represent common 

e.nd 2,000 shares, seven percent cumulat1ve protaned. $.toek. T.lle 

preferred stock may be :redeemed 'by'the COClpe:c.y at its option at $105. 

per share plus accrued dividends. 
The record shows that Paso Robles has a population ot about 

4,000. The :c:w::.ber 01' electric conswners in Paso Rob·les is shown 

in Exhibit No. 10 1ntroduced by J.E.Spelce, en assistant ,eng1neer tor 

the Railroad,Commiss1on, at 700, the number ot telephone stations at 

654, and the number or house~ at 635. The company est1:D.ates the.t 

at the end or twenty-tour months atter 1t completes 1ts plant 1t Will 

have 600 consumers. J.E.Spelce, on the contrary~ est1mates the l 

number or consumers at that t~e at 450. 
To Show that there is a demand tor gas serv1ce ~ Paso 

Robles, al)plice:nt called three witnesses who are residents ot Paso 

Eobles end wllose testimony was u:c.e.n1mous the. t ga.s serv1ee would 'be a 

convenience. Their test~ony, llovtever~ wa.s general in its nature 

and shows that none ot these witnesses were familiar with the rates 
Which ep:plicant ~roposes to charge, 1ts :plans and specit1cat1ohs or . , 
its method or tinancing its proposed eas plant. 
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The company requests per.m1ssion to use twenty ~ercent or the 

proceeds realize~ trom the sale' or 1te common stock, and ten ~ercent 

of the proceeds from the sale or its preferred stock to pay stock 

selling co:cm1s$1:.ons. Its bond.s 1 t proposes to sell at n1nety and 

accrued 1nterest. It its stocks and·bonds were sold und.er these 

conditions it would have available tor construct1on and other PUJ:'-

poses, $192,500.00. . 
In its petit10n applicant sets torth the tollowtng expendi-

tures;-
Legal tees in connection with organization ot appli-

cant and or this application .. .. .. • • • • • • • • 
Cost of incorporation, tl11~g tees, recordation, 

tranchise tar, ottice s~pplies .. • • • • • • • • • 
Zngineer"s prel1m~Ila:ry survey report'. • .. • .. • .. • • 
Pla:.S e.:.d specitiC'atio:s • .. .. • .. • .. • • .'. .• .. • 
Fr.anchise . - • • . . . . .. . . . . • . • . . . • . • 
Land devoted to productio~ operations • .. • • .. • .. • 
Sold.ers, bo1lers, genera tors, puri.tlers, transmis-

slon mains, d1strl'butio:l rasins, gas services', 
gas meters and miscellaneous accessory equipment 

Build1ng at plant, concrete :;loors, tounda t10ns tor 
'building and apparatus • • • • • • .. • .. • .. .. .. 

General otrico e~u1,~ent for o~tice at Paso Robles, 
S~ Francisco and at plant • • . • • .. • • .. • .. 

Ge~eral shop equipment, truoks ~d tools ...... . 
Undi$tribute~= construct1o~ expenditures ......... . 
Engineering and su~ervisio~ • • • • • • .. • • • .. • 
Insurance during oonstruction • • • • • • • .. • .... 
Taxes during construction • • .. • .. .. .. • • • • .. .. 
Interest on bonded 1ndeotedn~ss dur1ne construction 
Cost of sale or securities 6xclus1ve ot commissions 

end discounts • .. • • .. .. • .. • .. • .. .. • • .. . 
)'I1'orking capital, materia.ls e.:c.d supplies .......... .. 
?romotion allowance to incorporators ........ .. 

Total itemized expenditures . . . . . . 

~5,ooo.bo 

500.00 
2,500.00 

250.00 
l,OOO.OO 
3,000.00 

126,765.00' 

10,500.00 

3,000.00 
S,OOO.OO 
1,000~00 
4,500~OO 

500.00 

3,000.00 

5,000.00 
15,000.00 

Applicant requests ~he Commission to fix the promot1on 

allowaneesto 1ncorpcrators. 

Though applicant ~\~~ltted plans and specitications ot its 

,roposed plent,'est~tes or the eost of operation and number ot eoIl.-

sumers, none ot such evidence was submitted by an engineer. Its 
case WOoS presented by :1. ts secretary, Chas. M. Taylor, and 'by :1. ts 

president and e.tto:rney, Ed",'ard Scnary, nei"ther or whom. qunli:t1ed as 

an engineer. At the or:tg1n.~1 hear1ng on Nove:m.'be:r 15th, there was 
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a: divergence 0: or;1nion between the two as to Vllla't figure they v/OllJd, 

urge the COrnllliss.10n to regard as e. rate base, one suggesting ~186 ~500. 
~~ the other, ~225,OOO.OO. At the adjourned hear1ng on Dece~-

oer 4th the president ot the company, the seoretary not being p~esent, 

st~ted that applicant would aeopt the tigure ($l61,595.00) used by 
,-

~.E.Spelce, an assistant engineer of the Commission, 1n ZXh1b1t No.10. ' 
It, however, mdo no It.od,1t1c e.t10n in the .:mount o't securities 1 t de-

~ires to issue and presuma.'bly otill 1ntends to el:pend proceed:; tl'om 

the s~le ot stocks and bonds tor such items mentioned above as were 

not included in :r. E. Spelco" s asswned rate 'base. 

Applicant proposes t't' sell 1 ts ~lOO ,000.00 ot six a:c.d one halt 

percent twenty yeax bonds a'~ not less than n1:c.ety, or on aboute. 7.4!5-

l'ercent basis and in add.it~o:c., pay all ex:Penses incid.ent to such issue. 
Its pl~ is to have them underwr1tten by some one who would distribute 

~chem. gellere.lly to the public. As to the manner in Which applicant 

intends to sell its stock the tost~ony shows the tollow~;- ' 

Ex~iner ~enkhauser: How do you propose to handle the sale or your stOCk, common'and ~rererred? 
Chez. N'. Taylor: The stock, oommon .stoc~, will 'be sold 

entirelY within the c1rcle ot the incorporators end their 
1mmed1ate triends. The preferred stock Wi~ probably 
be sold to the public. not 1:0. Pa.so Robles. Th~re we.:;; 
an objection presented to me by the City Council ot 
selling stook in Paso Rooles anc I told them they would 
not be asked to buy any stock.************* 

Ey.aminer Fe.."lkha'tlser: It this a:pp11ca.t1on 1s, granted, who 
are tae peopfe that will be ~terested in th1s corpo-
r~tion as stockholders? 

Che.z. N _ Taylor: . 'rhe names are set out on the oriSinal 
Articles ot Incorporation with one exception. 

Exeminer Fa:c.khauser: 1I'b.e. t is the exception? 
Chas. N. Taylor: Except a man named Alexander Ball. 
~y.a.miner :'e..nkhauzer: He would not be interested' as a 

stockAold.er? 
C1le.s. N. Taz1:or:· No, he is e. certified public ac-

countant and is on there tor the ~urpose ot ti1l1ng 
out the direotorate. 

EXe1lli::l.er ]'enkh8.tl.ser: Would aJ.l thE) common stock bo acquired 
by ~he other tour 1ncorpor~t~rs? 

Che.s. N. Taylor: No, there· is anothor ~e.rty Who will 
take the pOsition of the firth man, t~. Bal~. ~$t 
who will t~e that pOSition, we ere not prepared to 
say at this minute. It will be one ~t two or three 
different men we have 1n mind. 
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Zxam1ner Fankhauser: ~at I ~ tTYine to ascertain is, 
who are tne people to whom the Commission may look 
tor the operation ot this plant? 

Edward seha~J: Well, pardon me ,it I may 1njeet--the 
ac~ual oper~tion ot t~e plant will be in the bandz 
ot men that are mentioned there now, with the possi-
ble exce~t1on th~t two other names ~y b~ added in 
there, not increasing the number, but there may oe some one else substituted ~s a director, see? 

'Examiner Fa:o.khauser: I el\l. not so much concerned CoS to 
who the ~1rectors are, as to who you contemplate 
will be tho stockholders. . 

Edward Sehary: The men, outside ot ourselves, are 
l'inanc1Cilly well. :t1xed, and they don't care to di-
vulge their ne:ro.es in the s1 tue.t1o:c. at this t1m.e 
until the proposition is tully granted, e.;nd the 
pUl"chase ot the stoek by them. was eo eonsideration 
based upon the actual go1ng through ot tho enter-
prise.. 'rJ:l.at is the proposition. 1/e have 
agreed not to divulge their ll~es at this t1me •. 

Examiner Fankhauser: Let me ask you this, then--
~dward SCharr: But they are financially able to 

.b.ana.le the deal and we are puttine in all our money, 
too. ~e eXpect to handle a great deal of that 
stock ourselves. 

Examiner Fe.nkhause~: .'Jould the common stock be generally 
d1str1cuted.? 

'Zdwe.:rd Seharz.: . The eommon stock will be generally 
o.1str1cuted amongst about seven ot us, yes. 

J. E. S~elce submitted evidence relative to the probable 

revenues end expenses ot the Cons'Ulllers Gas Com:;> any • COl.msel 'tor 

applicant took exception to some of the conclusions reached by ~.E. 

S:pelco. Inasmuch es we teel that the record 1n this· proceed1ng 

does not warrant us to grant the application, even were we to el1-. . 

m1nate allot the ev1dence submitted by J.E.S~elee, there is no 

need to determine whether ~.E. Spe~oe'$ conclusions ~re correct • . 
This application involves the granting or a cert1ticate 

or public eonvenience and necess1 ty to construct a.nd o~erate on e:r
t1t1cial gas plant at Paso Robles and the issue ot stocks and bonds. 

~lo..ns o.nd specifications, construction and operating costs have been 

s~bmitted by witnesses who did not ~uelity as ga~ engineers and . 

who had no experience 1n actual gas plant operation. When 1nqu1ry 

was :lade as to who the responsible ;parties will 'be, we were told 

that the1r n~es cannot be divulged until atter this application is 

granted. This Commission is asked to grcnt this application on the 
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general statement that applicant w1ll construct and operate its plant 
economically, but a. t the same t1l:ne it is asked to authorize tt:lusually , 

l~se organization expenses, stock selling commissions and expenses 

and ~romotion tees. We are advised that the common stoek'Will all 

be ac~uired by a tew individuals, some ot whose ~es a=e not revealed, 
yet a stock sell~ commission or twenty percent is to be allowed, 

and in aadition thereto certain sell~ expenses. . 
" ~' ( . 

Gas service, no do'O.'b.t, would be a conv~n1enee to :many resi-

dents of the City ot PeSQ Eobles. We are not~ however, convinced 

trom the record in this proceeding that it is in the :l;)ubl1C interest 

to grant a cert1t1cate ot public convenience and necessity to the 
• 

Consumers Gas COIlll'e.:Ill"', or pe:rm1t that company to issue stocks @d 

bonds on the b~s1s set torth in this application. 

ORD~R 

ConS'Wl'le:t's Gas Company ho. ving applied to the :Railroad Com-

mission ror a certiticate ot public conven1ence and necessity to ' 

construct and operate a sas plant in the C1~y or Paso Robles, and 

to issue and sell 0100,000.00 or its common stook, ~25,000.00 ot 

its preferred stock and $lOO,OOO.OO or its bonds, ror the purposes 
set torth in the torego1ng op1nion, a public hear1D.g b.av1ng been bad 

berore Examiner !aDkhau8er and the CommiSSion havine considered the 

evidence submitted at such hearing, and being or the opinion that this 

e.:9plicat1on, tor the re'e.sons set rorth in the toreeoing op1nion, should 

be denied without prejudice, therefore, 
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IT IS HEREBY ORDERED that the above entitled application 

be~ and the $~e 13 hereby, denied without prejudice. 

DATED at So.n Francisco, Ce.l11'or.o.ia, this ~rt£.de.Y or 
Decemoer, 1928. 


