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Decision No.

IS »
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ZEFORE TSE RATIROAD COMMISSION OF TS STATE OF CALIFORNIA

In the Matter of the Application of )
i SANTA MARIA GAS COUPANY, )
a corporatiom, for a certificete )
under Section SO of the Public Util- ) Applicetion No.35330
{ties Act and for authority %o ex~ )
tend its facilities. )

In the Matter of the Amended Applice-
tion and Petition of

CONSUMERS GAS COLPANT,
a corporstion, for a certilficate of
public convenience to furnish gas ©o
“he City of Paso Robles, County of
San Luis Obispo, State of Californis,
and for an order authorizing the
issue and sale of $100,000.00 of its
common stock and £100,000.00 of its
Tirst mortgage bonds to finance its
contemplated Ilmprovements.

Lpplication No. 15332

Le Roy M. Edwexds and Ray 3. Lyon, for Senta
Merie Gas Company (Application No.l15330)
and for said company as protestant in
Application No. 15332;

Edward Schary ané F. Emerson Hoar, Tor Consumers
Gas Compeny( for Application No. 15332) and
for said company as protestant in Lpplica-
tion No. 15330;

D. H. Craig of Atascadero, eppearing in favor
of granting Applicetion No. 15330 and pro-
testing the grantiag of Application Ne. 15332.

J. Williems of Paso Robles, appearing in
favor of granting Application No. 13330 and

protesting the granting of Application No.
15332.

- BY THE COMMISSION:

0PINION

In Applicetion No. 15330 f£iled Jemuary 17, 1929, the

Senta Maria Gas Compeny requests thetl this Commission make its order
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eclaring;-
1. That public coavenience end mecessity recuire the
construction of a ges transmission line by saild
Santa Maria Ges Compeny between Sen Luls Obispo

ang Paso Rodbles, as set fortk in the zpplication,
an '

2. That public convernience and necessity require and
will requlire the exercise of the rights and
privileges granted to applicent, Santa laria
Ces Compeny, under Ordinence No. 38 of the City
of EL Pa2so de Robles, hereinafter referred to
as Paso Robles, which ordinance was adopted
by the Council of seid city on March 11, 1929.

At the time the application was filed, Santa Maria Ges
Company, hereinafter sometimes referred to as tihe Santa Maria Com~
veny, hed applied to the City Couneill of Paso Robles for a franchlse,
but the same hed not yet been granted et the time of the hearing
on tkhe applicatien. Tre frenchise has since been obtained and
a cortified copy filed with the Commission. The application will

be regarded as asking for eutkority to exercise rights and privi- -

leges under said franchise.
In Lpplication No. 15332 filed Jemuvery 18, 1929, the

Consumers Gas Company, herelnaflter sometimes referred to £s the

Consumers Company, asks the Coxmission to declare that pudlic con-

venience and necessity require, axd will require, it to comstruct,

maintein and operate 2 gas generating plant and dlstridbution system
in the City of Paso Robles axnd to exercise the rights and privileges
granted by said city wader its Ordinence No. 37 N.S. Tre company
further asks permissionr in its application, as emended at the hear-
ing, to issue £87,500.00 of its common stock so as to net $68,000.
and £100,000. of six and one half percent twenty year bonds at &
price which will net 1t £90,000.00.

By Decision No. 20625, dated December 28, 1928, the Com-
mission denled without prejudice Application No. 15135, in whick

applicetion the Consumers Gas Compeny asked for a certificate of
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public convenience and necessity to construct, operaie end maintain
an artirficial gas plant in the City of Paso Robles snd exerclse
franchise rights, end for an order suthorizing the issue end sale of
5100,000.00 of its common stock, $25,000.00 of its prelerred stock,
and $100,000.00 of its first mortgage bonds to fimance its contem-
nlated improvements. The applicatior was denled, among others,
ror the reason that the company feiled .to submit competent evidence
as to the construction and operating costs of its proposed gas plant;
thet itc stock and bomd issues and expenses and discounts incident
thereto were excessive, and that it was unwilling to disclose %o

the Commissl om the nemes of the parties who would de responsible in
the final analysis for the finencing, construction end operation oI
its proposed gas plant.

On Jenmuary 18, 1928, Coasumers Gas Compeny filed with the
Commission what it designeted en smended application and stated that
1%t filed the application in lieu of a petition Ior rehearing in
Application No. 15135. The petition riled oz January l8th was
treated by the Commission ac & ew p;oceeding because it felt that it
was not proper to recelve an emended application ix a proceeding
which had been cdenied witbout prejudice.

It is of record that on Jenusry 7, 1929, the Sentae Maria
Compeny filed an epplicetion with the City Council of Paso Robles
2o .e franchise which would give it permission to comstruct and op-
ercte gas pipe lines slong the public streets of the City of Paso
Robles. This franchise wes obiteined eand a certiried copy thereol
(Ordinance No. 38) is om file in ipplication No. 15530.

The Sante Meria Company 1s & public utility which 1s en-
gaged in the business of furnishing meturel gas to the residents
end indusiries in the citles of Sen Luls Obispo and Sexnts Mariae amd
to other places in the counties of San Luls Obispo axnd Sante Zar-

bara. It proposes to extend its existing gas transmission and

distribution system from tre City of Sen Luis Obispo north through
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the towns of Sarta Mergarita, Atascadere and Templeton to the Clty

of Paso Robles. It further proposes to comstruct the necessary

dilstridution facilities so that it cam distridute gos at Sante Mar-

garita, Atascadero, Templeton cand in the City of Paso Robles. The
compeny alleges that 1% is now the owner of a franchise gronted by
the Board of Supervisors of Sen Luis Obispe County on August 9, 191l,
and thet such franchise (Extidits Nos. 9 and 10, Application Xo.

15330) authorizes it to cornstruct, maintain end operate gas pipe

11nes glong the county highways.

The Commission's attention is celled also 10 the fact
that whore the proposed pipe line woulld Cross oX rollow the state
highway, permits would be secured from the State Department of Public
Works and thet for pert of the distence the trensmission line may be
on private right of way. The distribution system 1n Paso Robles
woulé be comstructed under Ordinance No. 38.

The Consumers Compaxny contends that the Sente Marie Com-
peny's franchise from Sen Luls Qbispo County does not authorize it to
extend 1ts pipe linme to Peso Robles, for the reasom, among others,
that the company for more than ten years pas¥ has done né construction
unéer such franchise. Tre Santa Laria Company i1s not asking for a
cortificate %o exercise any Tights and privileges obiained under
the county rfranchise. It is asking permission to extend its traus-
mission line from Sern Luls Obispo to Paso Robles. It mey be that
this line end the distridbuting system other than in Paso Robles
cen be counstructed without crossing or following any county highways.
Tt is not for this Commission to determine the validity of the Ifran-
chise granted by the County of Sax Luls (blspo insofer as it relates
+0 the proposed extension. If it i1s found trat the Senta laria
Compexny has no county franchise but zeeds such a franchise, 1t no

doubt will take the proper steps to procure one.
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During the past year the Santa Maria Company hes constructed
a netural ges transmission line to comnect with the line of the
Southern Counties Gas Company of Celifornia at or near Gaviotz, and
by means of such line it is obtaining natural gas from the gas and
oil fields of Ventura County andé also from the newly discovered gas
and o1l field =t Elwood, Santa Bardbare County. The extension of
the transmission lines has greatly increased the company's supply
of natural gas. Secause of its sugnented gas supply the company
feels that it is warranted in extending its system and taking on
additional consumers.

The Santa laria Company in its Exhibdit No. 6 estimates the
cost of extending its gas transmission and distribution system to
and including the City of Paso Robles of $283,300.00. This esti-
mate is composed of the following 1tams;—'

I. Transmission maing-estimated distence, 30 miles.

&. Sen Luls Coispo vo Union Oil Pump

Statior 2 miles north of Santa

Margeritas

7C,000' 6" pipe laid @ {1.00 per

rtc - - ™ - - - - - * e . e - - - .*)70 ’OOOQ
b.. Union 01l Pump Station to Paso

Robles;

85,000 Tt. 4" pipe laid © 75¢

per *t. - » - - - - - - - . - - - 64 ,0000
*rapping to protect portioz of

PIDE v v ¢ ¢ ¢ et a e e e e 2,000.
RIGhts 0L WY o« o v v ¢ o o o » 5,000.
Oveihead,enginee*ins and inciden~- 5 000
tals o . . . “ e s o= s R o
Subtotelecniecenncane “144,000.
c. 400,000 cu.ft. E.P.gas holder 2t Paso ,
RODlEeS & v 4 6t 6 v e e e a e e oe . 35,000.
d. Additional compressor facilities at 15 000
Sen Luls OPIispPO v & ¢ ¢ o = ¢ o « o
SUDTOtEL. canenenonnnas $152,000+
IXI. Distridutdon systems and services;
&. 7as0 Rooles:
32,000 £t. 2" pipe, 10,000 £t. 4"
pipe and cost of laying mains under
paviag and services, reguletors and
meters Tor 450 consumersS . 4 4 . . . 50 ,000.




Fom&rd S asaveesrrrsavs L IO I AL ;324‘4’000‘

ALtascadero:
15,000 £t. 3™ pipe lald, and services,

regulators and meters for 100 comsumers - 15,000.
Templeton:
13,000 £%. 3" pipe lald and services,

regulatoxrs and meters for 50 consuners 11,500.
ALtascadero Cardens:

6,000 ft. 3" pipe lalid, and services,

regulators and meters for 30 consumers $,900.

e. Sante Mgrgerite:

, 8,0001rt. 3" pipe lald, and gervices, 6 200

regulators and meters foxr 30 concuners .

Grard toTelecancncncse 255 500 .

. 2

The Santa Marie Compeny proposes to finance its proposed
extension through moneys obtained Irom the Pacific Lighting Corpora-
tion whick owas all of its outstanding stock, excepf shares necessary
to ¢ualify directors, and which company kas egreed iz turn to accept
common. stock of the Serte leria Compeny et par in peyment for such
advences. It is of record that the gas which the Santa Meria Com~
veny would distridbute through the territory it now proposes to serve,
would have a heat content of about 1100 B.T.U. Tke rates which it
intendés to put into effect (Exhidit No. 12) are es follows;-

Domestic Per leter
first 900 ¢er.It.
Next 4,500 = ¢
" 5,000 ™ 7
i 10,000 = "

Minimnm.monthlz_chargg.....;.............

Commercial

Tirst 20,000 cu.rt.

Next 30,000 ™ »
d 50,000 ™ "™

All over 100,000 ™ ¢

Minimum monthly Charge..cce....3k0.00, except in the case
of churches, school, and libreries on which no mintmum
charge skall be made.




The Sente Marie Compery estimates im Exhibit No. 13 the

monthly consumption at 4,536,000 cubic feet, of which 1,830,000 would
domestic
be sold to/consumers, 2,600,000 cubic feet to commercisl users and

1,100,000 for boiler purposes. Its ennuel estimated consumption
is 59,222,000 cubic feet, It estimates its number of comsumers at
Paso Robles 450; at Atascadero 100; at Templeton 50; at A@ascadero
Gardens 30; and et Santa Margarita at I0.

The Consumers Compeny in Application No. 15332, as recited,
asxs permission to exercise the rights end privileges granted by
Ordinsnce No. 37 N.S. of the City of Paso Robles anc comstruct, oper-
ate and maintein sn artificisl gas plant. Tre company in its
Exhibit No. 1 reports its estimated cost of & gas plant and distribut-
ing system sufficlent to serve Pgaso Robles, and & proposed extension
to Atasbadexo end way points. Its estimoted cost 0® the entire pro-
ject is suxmarized as Iollows;-

Paso Robles City: .
h. Procuction capital « « .+ o o o o . - o - . 62,590.00
LADRAS o o o o o o o o o« o o o %k,500.00 . ‘
‘ Droduction plaxt . . . . . 60,8920.00
B. Distribution cspital including meins,
services, meters,etC.e « o« + « o o & 65,615.00
General czapital including general office,
shop and other equipment . « . . . 5,500.00
Sub tot&lillﬂhiﬂl...-ht $ 33,505.
Overhezd, indirect and intengidble cepltal 12,000.00
Totel fixed capitel Zor Paso Robles City 3151,505.55
Obispo County:

- ‘ . | bt N - *
Transmlssxon mains ané equipment . . . 32,200.00
Dimstribution melns, services, meters,oetc. 32,900.00

overneald, indirect snd intengidle capital 2,700.00
Totel for Sen Luis Obispo Co. 4BE,500.50

GREND TOTAL.eeecracnennen $220!005.55

The company hes not applied for eny Iranchise Irom the Board
of Supervisors of the Couwaty of San Luis Obispc; Neither does the
record show thet the company ls defiﬁitely committed to the extension
of 1ts system from Paso Robles to Atascadero. Tre testimony merely

shows that if the demend Zor service at Atascadero warrants the ex=




tension of the system from Paso. Robles to Atascadero, such extension

will be installed. It is the plen of the campany if it extends its
lines, to install & two inch trensmission line Irom Paso Robles to
Atascadero. It estimetes its total gas sales at 26,250,000 cu.ft.
It has proceeded on the assumption that 1t can secure 600 consuers
at Paso Robles ané 400 elsewhere, making a total of 1000 consumers.
The record shows that the Comsumers Company proposes Lo issue
£100,000.00 of six and one half percent 20~year bonds at a price
to net 1t $90,000.00, and $£87,500.00 of common stock at a net price of
$70,000.00. This amount of securities would yield the caompaly a
sun sufficient to imstall its production plant and its distribution
system in Paso Robles, if its estimated costs are éorrect. No
agreements, subject to the approval of the Commission, have been
entered into for the sale of any of the securities. Reference has
been mede Lo the fact that some dilscussions have been had with repre-
sentatives of investment companies and that they have been advised
that the company could meke no definite offer until it has obtaihed
an order from *he Rallroad Commission permittins the sale of the se-~
curities. Counsel for Consumers Compary was not In & position %0
inform the Commission es to who would actually be in control through
stock ownership of the conmpany.

It is the company's plan to serve -artificlal gus having & heat
content of 550 B.T.U. This gas would be sold under the following
rates;-

Pirst 400 cu.ft. or less per meter per month  {1.50

Next 1600 cu.rt. per meter per month 2.00 per M.C.TF.
Next 3000 cu.rft. per meter per month 1.50 " i
All over 5000 cu.r?. per meter per moxth 1.00 " »

Both the Santa Maria Company and the Consumers Coméany ére
asking to exercise rights end privileges grented to them by oxdi-

nonces of the City of Paso Rodbles and to sell gas for domestic and




{ndustriel purposes in sald city. The Senta Maris Company's appli-~
cation is broader in its scope than that of the Comsumers Cémpany, for
the Teason that said Samte Marie Company would also, if 1ts applica-
tion is granted, sell gas in Templetonm, Atascadero and Santa Margarite.
Witnesses called by the Santa Maria Company vestified that gas sexrvice
was desired in Santa Largerite, Atascadero, Templeton exnd Paso Robles.
The Consumers Company called no witnesses U0 prove thet public con-
venience and necessity required the construction of a gas plent, dbut
adopted the testimony subzmitted by witnesses of the Santa Meria Com=-
peny as part of its testimony on that polnt.

The Sante Maria Company would sell natural gas with a heat
content of from 1050 to 1100 B.T.U, whil® the Consumers Company would
sell artificial gas with a heat content of about 550 B.T.U. The
Senta Mariz Company has funds eveileble to immediately install 1ts
plant, the Consumers Company submitted evidence showing that the in-
¢ orporators would purchase about $25,000.00 of stock. No other funds
are assured. The Santa Maria Company would ultimately Linance the
enterprise through the issue of common stock at par, the Consumers
Company wents to spend twenty percent of the proceeds realized from

the sale of its stock to pay stock selling expenses and sell 6-1/2

percent bonds at 90 percent of their face velue plus accrued interest

and in addition pay the expenses incident to suck lssue. These
rocts seem to warrant the graniing of the certificate of public
convenience and necessity to the Santa Yarilie Gas Companye. The only
testimony which raises any doubt 2bout it is Exhibit one f£iled in
Application No. 135332 a2d the testimony of F. Emerson EoaT, consult-
inz engineer. In this exhidit, es corrected in a mambran&um riled
Lisych 18th, he shows comparetive cost of gas service in Peso Robles
and vicinity exd that the Senta Meris Compaxy will bave an investment
per consumer of £578.50, and ‘the Comsumers Company under 1is revised

plan, an investment oI $220. per consumer. The operating revenues
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02 the Samta Mariae Company, ne estimates at £52.50 and those of the
Consumers Compeny, the same. The operating expenses, including taxes
end depreciation, of the Santa Maria Compary, ke estimates et {65.00
per consumer and of the Consumers Company at $38,70. EHe takes the
position that the Santa Maria Company cammot hope 10 operate at &
profit, whilec the Consumers Company can earm 7.3 percenﬁ on its_in-
vestment.

An anelysis of the exhibit end his testimony shows that Mr.
Eoar used the figures submitted by the Senta Marie Company where ithey
proved to be advantageous to his clients, and revised theﬁ where they
were otherwise. To illustreate; he assumes that Consumers Com-: -
pany car obtain 1000 comsumers, but es for the Santa Maria Company,
e uses 450, because that was the figure submitted by the company.
The 450 represents the nuxber of consumers which the Santa Marlz Com-:
pany estimated it could obtain in Paso Robles. True, in his Ex-
nibit one he has a chart showing that the Sante maiia Company esti-
mated S0 consumers et Templeton, 150 at Atascadero and 30 at Santa
Mergarita. TFor the Consumers Compeny he estimated 1000 comsumers, -
o7 which 600 would be in Paso Robles end 350 in .Templeton and Atas-
cadero. The Senta Marias Company in its exhibit estimated the cost
of 1ts exitension at $283,300.00. Mr. Easton testified thet Le belleved
+he cost could be reduced dy :20,000.00. Ir. Eoar, in his exhibit,
starts with the $283,300.00 and sllocates to the extension §98,500.00
0% the investmern?t of Sante laris cémpany in 1its present systam. Ee
revises the company's estimete of revenue per consumer dY reducing it
from $94.22 per comsumer to £52.50 per comsumer, which he says is the
maximum That consumers will pay for gas, whether it be natural or
artificlal.

Mr;'J. E. Spelce, one of the Commisslonr’s assistant engineers,

testified (Exhibit 4) thet in bis opinion the Consumers Company would

have to invest $225,792.00 in its proposed gas plant, whereas the in-
vestment of the Sante Maris Company (Exhidit No. 5) nececsary to serve
-10- |




the territory mentioned in their application would be about %5245,243.00.
lr. Spelce testified that in his opinion a 4" transmission line 2nd a
200,000 cu.ft. holder will be sufficient.  The Senta Maria Company
would issue $245,243.00 of stock, while the Consumers Company would
issue ;ts stock at par less twenty percent for selling expenses, and
its bonds at 90 percent of their face value g}us accrued interest. On
this basis, the Consumers Company would have to issue about £2865,000.00
of stock and bounds.

Mre. Spelee rinds that the cost of ges of Consumers Company -
(Exhibit No. 6) on & per million B.2.T. basis is §3.8), while for the
Senta Maria Company it is $3.34, if one assumes the cost of natural
gas at San Luis Obispo at 20¢ per 1000 cu.ft. and $3.51 4if a cost of
35¢ per 1000 cu.ft. is assumed.

Counsel for the Consumers Company objected to the admission
of Exhibits Nos. S5 and 6 in evidence on the ground that théy contained
figures not submitted by either of the epplicants. Mr. Spelce wes
not called as & witness by either epplicant. There is no reason
why he should confire his testimony to metters slrcady submitted dy .
applicants. Ee endeavored to set forth iz his exhibits what 1t will
¢ost to instell and operate & gas system sdequate to serve the terri-
tory referred to in these applications. He revised the cost and oper-
ating figures of both applicants where he felt such revision was jus~
tified, and &id not accept the figures of one or the other applicant
merely because they weie submitted in evidence. Eis report exd tes-
tvimony reflect an imparviel attitude and there Iis no good reason

why such reports and testimony should not be a part of the record in

these applications.

It is urged by Consumers Company that it would bDe more econ-
omical to construct en artificiel ges plent in Paso Robles to develop
the territory and then at a later date substitute natural gas for
ertificial. Ve carnmot subsceribe t0 suek a theory. Ve believe that
it is decidedly to the adventage 02 +he consumers to be furnished
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with natural gac of 1050 E.T.U. or 1100 2.T.U. rather than withk arti-
ficlal gas of 550 B.T.U. and that tkhe natarsl gas will be & more effi-
clent agent %o develop the territory. Itoccurs to us that the seale

ol natural ges wi result 12 a greater end more diversified use of

ges arcl in lower rates to the comsumers.

Sente laria Ges Company end Comsumers Ges Company having
appllied to the Railroed Commission for certiflcates of public con-
venience end necessity t0 exercise rights and privileges granted by
ordizances adopteld by the City Council of the City of ELl Paso de
Robles and to comstruct, malnteir end operate ges transmission and
dlstribuvion lines, as more particularly set Lorth in the foregoing
opinion, public hearings having been held before Zxaminer Fankhauser .. ..
ané trhe Commission having considered the.evidence submitted at suck
hearirgs, and being of the opimion that the epplication of Semte Merise
Ces Compeny (Application No. 15330) should be granted subject to the
provisions of this orxrder, and that tke application of Corsumers Ces
Compeny (Application No. 15332) chould be denied without prejudice,

therefore,

IT IS EEZXERY ORDERED AND DECLARED, that public convenilence
anéd necessity recuire znd will require tre éxercise by the Sz ta Maria
Gas Company of the rights and privileges grented to it by Ordinance
NXo. 38 of the City of EL Peso de Rodbles, passed and adopted by the
City Council of said ¢ity on March 12, 1929; provided, however, that
the Santa Marie Gas Company shell first have filed with this Commis-
cion a stipulation to the following effect;-

a. Declaring that Santa eria Ga;;Ccmpany, its successors
and asslgns, will never claim before the Railroad ééﬁmission or any

court or otiher pudblic body, a value for said rights anc privileges

granted by said Crdinmance No. 38 of said City of El Paso de Robles
-12-




in excess of the actual cost of the Sante Mesrila Gas Company te acquire
vhe sald rights and privileges,vshich cost shall e set fortk in said
stipulation.

Y. That the naturel gas t¢ be furnished by seid Scata Leris
Ges Compeny throughott the territory in which it is herxeby authorized
t0 operete, shall be of the seme quality =s that distributed by said

compeny to its patrons anéd consumers in otherlerritory mupplied by it.

JI7 IS EZRERY FURTHER ORDZRED AND DXCLARED that public conven-
ience and necessity recuire, and will require, Santa Marie Gas Company
to comstruct, maintein and operate & gas trensmission line froam the
City of Sar Luls Oblspo to the City of EL Peso de Robles and to c¢omstruct,
meintain and operate distridution lines necessary to serve the towns,
citles and communities of Sante Margarits, Atascadero, Templetonm and
El Paso de Robles.

IT IS EXREBY FURTEER ORDZRED that Application No. 15332 de,and

the same 1s heredy, denied without prejudice.
IT Iﬁ EEJEBY FURTHER ORDERED thet for 2ll other purposes thre
authority herein granted will decome effective Tifteen d&ys after the

date hereof.

DATED at San Francisco, California, this =5Z€24:§€;y or
April, 1829,




