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SEFORE THE RAILROAD COLMISSION OF TEE STATE OF CALIFCRNIA

'
A

In the Matter of the Application and
Petition of CCNSUMERS GAS COMPANTY,

a corporation, for a certificate of
pudblic convenience and necessity to
furnish gas to the City of Paso Robles,
San Iuis hispo County, State of Cal-
ifornia, and for an order authorizing
the issue and sale of $100,000.00 of
its common stock, $25,000.00 of its
preferred ztock amd $100,000.00 of its
Tirst mortgege bonds to finence stch
contemplated improvements.

Application No. 15135

P NP N L R i e e el O

Edward Schary, Ifor epplicant.

BY TEz COMMISSION:

OPINION

In this application the Railroad Commission is asked to
enter its order declaring that public convenienée‘and‘necessity re-
quire and will Teguire the construction and operation of an artifi-
cial gas plant at Paso Robles by Comsumers Gas Company. The Com-
mission is fuxrther ésked 10 enter its order approving the ﬁlans unde?
which the proposed gas plent 13 to de constructed; authorizing the
Consuners Cas Company to sell at not less than par $lQ0,0QO;OO!or ite
common capital stock, £25,000.00 of its seven peréeﬁt preferred stock,
ané at nov leSS-than,ninety and accrucd {nterest, 3100,000.00_0: its
six and one half percent twenty year'bonds and detérmining‘the various .
bases of discounts upon Which the securities may be sold, the amount

of common stock that applicent may issue to tke various sud swdry.
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persons for the intangidble snd tangidle property items mentioned iz
1ts petition and the amount of common stock, if any, which epplicent
may issue to the incorporaitors of théugzmpany as and for their pramo-
tion fee. |
The Consumers Cas Company is & corporation orgenized under

and by virtue of the laws of Californis, for the immediate purpose

of engaging in the busimess of supplying gas for domest;ccand commer -
cial consumption in the City of Paso Robles. The compeny hes an
authorized stock issue of $500,000.00 divided into S,GOO'shares ot
2100.00 each.  Of the 5,000 shares, 3,000 shares represent common
and 2,000 shares, sevan_perdént cumulative preferred stock. The
preferred stock mey de redeemed by ‘the ccmpeny at its optiom at $10S.

share plus accrued dividends. '
mhe record shows that Paso Robles has & populdtion of about

4,000. The number of electiic consumers in Easo Rodles is shown
in Exnidbit No. 10 introduced by J.E.Spelce, an assistent engineer for
the Railroad Commission, et 700, the number of telephone stations at
654, and the numder of houses &t 635. The company estimates thal
at the epd of twenty-four months arfter 1t completeS-its planxlit will
have 600 consumers. J.E.Spelce, on the contrary, estimates thé, |
aumber of comnsumers at that time at 450.

| To show that there is a demend for gas senvice in Paso
Robles, applicant called three witnesses who are residents of Peso
=obles end whose testimony was wmanimous that gas service would be 2
convealence. Their testimony, however, Wes general in its nature
and shows thét none of these witnesses were familier with the Tates

waich epplicant proposes to charge, its plans and specificatiohs or

{ts method of Timancing its proposed gas plent.




The campany reéuests pemnissio@ t0 use twenty percent of the
proceeds realized Irom the sale of 1ts common stock, and Ten percent
of %he proceeds from the sale of its preferred stock to'pay stock
selling commissfons. Tts bonds 1% proposes o sell at ninety and
accrued interest. If its stocks and bonds were sold under these
.'conditions‘it would have avalleble for construction and other pur-
poses, $192,500.00. |

In fts petition applicent sets forth the following expendi~
tures;-

Legal Tees in coznection with orgenization of appli- ,
cant end of this application e e e e e e e s s« s ©5,000.00
Cost of incorporation, rili ng Tees, recordation, .

franchise tax, office supplies ... . . . . 500.00
Zngineerts prelinminary survey report . . . . 2,500.00
Plexs and specifitetions . - ¢« ¢« v o ¢ o o & .. 250.00
Franchise . . . . . .« . 1,000.00
Lend devoted to production operations 3,000.00
Holders, bollers, genecrators, purifiers, transmis- '

sion mains, distridution mains, gas services,

ges meters and miscellanenus accessory equipment  126,765.00
Building at plant, concrete Iloors, foundations Lor I

building and apparatus « « o s @ s o @ 8 o 6 s . 10,500.00
Ceneral office equipment for oilice at Paso Robles,

u&!l rr&nC*SCO &nd &t p &nt * & =2 a & & e e e ® = 3,000-00
General sbop equipment, trucks eand to0ls . . . . . . 5,000.00
Undistributedn constructiorn expenditures 1,000.00
Zinglneering end sSuPervisSIon + &+ o ¢ ¢ 4 ¢ o ¢ o o . 4,500.00
Insurance during construction . e s e $00.00
Texes Quring comstruction - « ¢ &« ¢ v ¢ ¢ & & « 4 & -

“orest on bonded indebtedmness during comstruction 3,000.00
Cost of sale of securities exclusive of commissions

end discouwnts . . . . c e e s s s s e e s 5,000.00
Torking cepitel, materials and supplies . . . . . . 15,000.00
Promotion allowance %o Iincorporators . . . . . . .-

Total itemized expenditures ...... o 186,515.00

Applicant requests the Commission 1o Lix the promotioﬁ
allowences to 1n¢orpcrators. ' |

Though appliéant submitted plans and specifications of 1its
yroposed plant, estimates or‘the cost of operation and nﬁmber ol con~-
suners, none of such evidence was submitied Dy an engineer. Its
cese was presented by its secretary, Ches. M. Taylor, and by its
president and attorney, Edward Schary, neither of whom gqualified as

an engineer. 4% the original hearing on November 15th, there was




& divergence of opinion between the two as to what figure they wonld
urge the Ccmmiss;on Yo regard as a rete base, one suggesting $188,500.
end the other, y225,000.00. At the adjourned hearing on Dégemr .
ber 4th the president of the company,‘the‘secretaiy 5ot being preéént,
stated that applicant wouléd adopt the figure ($161,595.00}.used‘by
J.E.Spelce, an assistant engineef ot the Commission,:in Eihibit‘Nd.lo.~
it, however, made no melification in the smount of securities 41t e~
cires %0 lLssue and presumebly still intends to expend proceeds from
the scle of stocks end bonds for such items mentioned adove as were
not included in J. E. Spelce’s assumed rate dase.

Lpplicent proposes to sell its §100,000.00 of six and ome half .
percert twenty year donds a@ not less then ninety, or on about a 7.45
percezt basis and in addit;on, Py all expenses incidext %o such issue.

Its plan is $0 have them underwrititen by some one who would distribute

them generally +“o the public. As to the manner in which applicent

intends to sell its stock the testimony shows the fLfollowing;-

Examiner Fenkhauser: How &o you propose to handle the sele

of your stock, comnmon and preferred? ‘

Chas. N. Taylor: The stock, common .stock, will be s50ld
entirely within the circle of the Iincorporators and their
immediate friends. The preferred stock will probably
be =0ld 1o the public, not in Paso Rodbles. There was
an objection preseated to me by the City Council of :
selling stock 1n Pase Robles and I told them they would
1ot be asked to buy any stock,XKIMENNNAAdMNN .

Wxaminer Fenkhauser: I this application is granted, who
are the people that will be interested in this corpo-
ration as stockholders?

Chas. N. Taylor: . The names are set out on the original
Articles of Incorporation with one exception.

Zxeminer Fankhsuser: Weoet is the exception?

Chas. N. Taylor: Except & man named Alexander Eall.

- Lxaminer Nenkhouser: Ee would not be interestel &s a
stocknolder?

Ches. N, Taylor: - No, he 1= a certified pudblic ac-
countant and iz on there ror the purpose of rilling
out the directorate. :

Exeminer FamKhauser: Tould all the common ztock De acquireld
by Ine other four incorporatérs?

Chaz. N. Taylor: No, there is snothor party who will
take the position of the Lifth men, Mr. Ball. Just
who will take that positior, we are not prepared o
sey at this nminute. I% will de ome of two or three
different men we have in nind. ' ‘
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Zxeminer Fanlkhauser: “That I am *rying to ascertalin I1s,
who are the people ©o whom the Commission may look
Tor the operation of thils plant?

Eéward Schary: Well, pardon me -if I may inject-=the
sctual operztion of the plant will be in the hands
of men that are mentioned there now, with the possi-
ble exception that two other neomes ey be added Iin
there, 0% increasing the number, dut there may
te some one else subsiituted as a director, see?

Examiner Tankhausex: I em not so much concerned &s 4o
who the directors are, as to who you contemplate
will be the stockholders.

Tdward Schery: The men, outside of ourselves, are
Tinancially well fixed, and they don't care to 4i-
Tulge their names in the situation at this time
until the proposition is fully granted, and the
purchase of the stock by them was & consideration
based upon the actual going through of the enter-
prise. That 1s the proposition. Te have
agreed 1ot to divulge their names at this time.

EIxaminer TFenlichauger: Let me esk you this, then--

niward SChary: But they eare financially able to
benale the degl and we ere puiting in all our money,
%00. Te expect 0 handle a great deal of tkat
stock ourselves.

Exeminer Fenkhauser: Would the common stock.be generally
distributed?

ZTaward Schery: . The common stock will be generally
distriouted emongst about seven of us, yes.

J. £. Spoelce submitted evidence relative to the probedle

revenues exnd expenses of the Consumers Gas Compeny. Coumsel Zor
epplicant took excep?ion to some of the concluéions reached b# J.E.
Spelce. Inssmuch es we feel that the record in this-proceeding
doecs not werrent us to grant the application, even were'we.tc eli-
minate all of the evidence submitted by J;E}Spelce, there is no
need to determine whether J.E. Spelee's comclusions are'corréct,
This appiication involves the granting of a certificate
of public convenience and mecessity to construct and operate an ar-
tiricial gas plent at Puco Robles and the issue of stocks and bords.
Plans and spéciricaxions, construction and operating costs have been
submitted by witnesses wko did not qualiry as gas engineers aﬁd-
who had mo experience in ectuael gas plent operation.  TWhen inguiry
vas made &5 to who the responsidle parties will De, we were told
thet their nemes cannot be divulged until after thls application is
granted. This Commission Ls asked to grant th;s‘application oz tke very.
N




general statement that applicant will construct and operate its plant

economically, dbut at the same time it is asked to authorize mausually

lerge orgenization expenses, stock selling commissiorns end expehses

and promoviocn feos. TWe are advised that the common stock will all

be acguired by a few individuals, some of whose names are not revealed,

yet'a stock selling commission of twenty percent is to be alloved,

and in addition thereto certain selling expenses. '
Gas service, no doubt, would be a conveniende to é&é& resi-

dents of the City of Paso Robles. TWe are not, however, convinced

from the record in this proceeding that 1t is in the public interest

to grant a certificate of public convenlence and néqessity to the

Consumers Gas Company, O perm;t that company to issue stocks and

bonds on the basis set forth in this application.

CRDER

Consumers Gas Company having applied to the Railroad com~
mission for a certificate of public convenience and necessity to -
construct snd operate a gas plant in the City of Paso Robles, and
to issue aad soll £100,000.00 of its common stock, §25,000.00 of
1ts preferred stock apd £100,000.00 of its bonds, for the Purposes
set forth in the foregoing opinion, o public hearing having been had
before Exeminer Fenkhauser and the Commission bhaving censidered the

evidence submitted at such heering, and being of the opinion that this

epplication, rfor the neasons sot forth in the foregoing opinion, shpuld

be denied without prejudice, therefore,




TP IS EERFEY ORDERED that the ebove emtitled application

be, and the same is heredy, denied withoul prejudice.

DATED at Sem Fremeisco, Californis, this &ﬁléday or
December, 1928. '

Commissioners.,




