Deocision No.

BEFORE TEE RATLROAD COMMISSION OF THE STATE OF CALIFORNIA.

In the matter ci‘*he applicaticn of
WESTERN NATURAL GAS COMPANY for @
certificate of public convenience .
end necessity to construct a natural Application No. 1567S.
ges trensmission line and appurte-~
nances. and exercise rights under
frenchises and permits.
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Thelen &.anrin, for applicent.

C. P. Cutten, for Pacific Ges and Electric Compeny.

T. J. Reynolds, for Southern Celifornin Ges Company.

R. L. Vaughan, for Coast Counties Gas and Electric COmpany

VETTSEIL, COMMISSIONER:

"In‘thic epplicetion, Western Naturel Gas Ccmpany,‘incorpcrdted 3
" under the Laws of the State of Celiforate on May 29, 1929, asks 'bhc |
‘ Railroad COmmission ror an order certifying that public conwenience
and ncccssity require and will require the construction and operation
by acplicant of & natural gas transmission line pnnject h&reinartor
described and the exercise by applicant of necessary rranchiscs, etc.,
in comnection therewith. Public hearings were held om this anplica~
tion at San Francisco on June 20 and June 21, 1929.
As set forth in the application and testimcny introduced :
at the hoarings epplicant proposes a natural gas transmissicn line

; tromixbttleman Hills 0il Fiecld in Kings and FrcsanCOuntiec,;and‘Duciey o
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Ridge 011 Field in Kings County, north through the Sen :oacﬁiin‘_ o
vclley and westerly through Contra Coste County to Richmcnd,

‘with branch lines to serve Merced, mcdestc, Stocktcn, Lodi and

| Sacramentc. Applicaent proposes to sell natural ges tc ccmpanies,
whicb. row distridute menufactured ges in the area. traversed.- tc S

ultimate consumers in some localities which are not now served,

to large industrial ccnsumers acdJacent to the line and tc transpcrt

natural ges Tor oll companlies and others.

Applicant submitted twc general plans for the construction
‘cr its project which differed principally in: the territory tc
be served under each. One plen contemplating service principally
vto the oil rerineries end industries located along the shcre ot
Contra Coste County rrom.Nartinez o Richmond, involving apnroxi-

mately 300 miies of transmission line and an- expenditure or adout
$6 667 OOO 00; 'the other plan, invclving & larger line and branches
tctalling over 275 miles, would also supply natural gas at the gates,
of Sacramentc, Stocxkton, Mbrced end Modesto, at a ccst cr ccnstruc-
tion estimated at epproximately $8,863 000.00. - |

The appliceticn was opposed YT the Paci'ic Gas and. Electric
COmpeny ‘and Coast Ccunties Gas and Electric COmpeny. The‘Paciric ‘
Ccmpany nes. supplied manufactured gas for many Yyeers in ncrthern
Calircrnia and 1s pow bullding & pipe line rrcm.the ﬁettleman Hills ‘
. Flelds to San Francisco and Oakland,ccrtﬂtic&t by Decisicn Nb. 21311;
It has also applied rcr a certificate permitting the constructicn ot-'”

a line on the same general route as that prcpcsed herein and prctesta"’

against what it alleges o be unnecessary ecmpetiticn and wasterul
duplicction. Coast Counties Ges and Electric Compeny distributes f
nmenufactured ges in Zntioch, Mertinez, Comcord, Pinole and adJacent S
territory in northera Contra Costa Ccunty and prctests the granting
of & certiricate to the Western Compeny only to the extent . that it '
‘may result in competiticn with the Coast Counties COmpamy.. | |




It is not questioned that pudblic convenlence aud neocssity"-

require and the merket now justifies at least one line along chc
proposed route end there is little 1if eny doubt thet cc:xsidcra'bl'e"._
additional capacity will be rcquired in a ccmparatively Tew years- :
neither have the ability and willingness of the Pac.tric Ccm:pany to
| | provide all the necessary facilities to meet the req_uircments
or the market been questioned. . The protest of the Coast
Counties Compexny applies with equal rorce to the ocnstmcticn
proposcd by both the Pacilic and TWestern Compenies, and mc.y bc
satisried in the same manner whcther either or both oi' the proposed
1ines ere duilt. The Coxmission must, therercrc, decide whether
it 13 in the public interest to permit the Pacific Company to '
expand its mrvice or %o cermi‘c the new company. to. cntcr the
riclu, oT to permit both compenies to serve under competitive
conditicns. The two compenies o:rrering this service wculd '
d.epend upon. substantially the sane cource of supply and thcir .
tra..smission lines would follow the same gcneral routes. As i’ar
a8 the territory now in questicn is concerned scncrally, the same
marketa would be served by both. Therc are two rundamental
qucstions to be decided: onme, the relative adility end willingneu ,
of the two ccmpa.nies to adcquately meet the needs of the publio
and the othcr, the necessity and desirability of oompetition.

'I’he Paciﬁc Conpaxy and 1ts predecessors have supplied
me.nni‘e.cturcd gas in northern Calircmia for ebout 75 years and
electricity for approximately 50 ycurs. In 1928 its gas meins

- reached about 95% of all the gas oonsumers 1n and. no:rtb. cr
' Frcsno ani carried over 95% of 21l the ges sold in thc sema )
ared. Fcr over 15 years its service reates and ﬁnancxng have\ ‘
been under the jurisdiction of the Reilroad Ccmmission. - During
this time its service has deen of a generally high q,uality end |
has bcen voluntarily imprcved end extended. . The rates oharged

have bcen those Tixed by the Commission Irom time to time and, .

Se




in the lest eight years, ne complaint regerding thelr reason—“
:ableness hes been *1led with the Commission. The Pacitic COmpany
' has been rinance& by the sale of securiﬁes of the oPerating company.
‘without reoourse to ‘holding company rinancing and, for the p&st rifteen
'years, the issuance of all securities sold to the public haa been
anthorized by the Coxmission. The control and management of
the company has been 1n the hands of local people. Its busi-' ‘
ness is long esteblisbhed, well diversiried, end 1its rinancial |
structure satisfactory. Mbney derived from recent sales or
bonds has cost the company 4 5[&5, 1nclud1ng the amortization
. of disoocunt, and 1t Las been able to sell 53% preferred stock at.
par. | o S

48 for as the. Stete of Calirornia 1s concerned, the
‘Wbstern COmpany and those behind 1t are newcomers, incorporation '
having been errected but a few days before the riling of the applica- ’
'tipn. Neither it nor it%@romotors heve ever engaged in the |
pudblic utility dusiness in Celifornie. Its president testi-
fied that the securities of 7estern NaturalGas'Compﬁny would
be s0ld to Western Ges Compeny, & Delaware corporation, and
indicated his belief that its donds should bear interest 2t
Gﬁ-and its prererred stock carry & 6%% dividend. He was not

sure thet 1n the present market these securities cculd be sold at

paxr value.

| Ir ‘only ome compsny 1s to be permitted to serve,

but little need be said as to the choice between the two
applicants. It is no reflection on the ability nor: ‘the 1ntcn-t
tions of the Western Compeny to say thet the divtributioh anl |
' commercial facilities of the Pacific Company are alrdady ea—

: tablished throughout practically the entire territory im qu@stion'
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that it can rinance'necéssary capitel expehditureé more cheapli;;,
and tha£ the quelity of its service and satis:aéto:y relations
with :ts‘consumers‘are better proven by past perrormancé.‘ o

| ‘Thexeiremains tye question or compet1t1on as;fo;ﬁﬁethéf‘ o
vthelbons&mingipublic.will ve better served by the‘Pacirio‘éom@dny _,‘
‘elone or in‘competitibnvwith the Western Company. IR dgdiding 6ne

" of the early cases of this kind, (re Oro Zlectric Corporstion,
2. C. R. C. 755-7) which has becone oné of the léadiﬁévéasgs in
Calirbrnia on tﬁis subjeect, Commissiohérs Eshlemen and.Thelen‘ . ,
inxérpreted-what was‘théh the new policy of certirication51n tﬁév‘  
rdlidﬁing'1§ngugge: | | | N
‘*Under‘the new étate policy, these conditions are

redically different. In the first place the Railroad
Commission 1s given the right to establish the rates OI

ell weilivicy 10 TEITITOMY d%fer which the Commission nas

larisdiction. The result will be, that while the .
utilities will bde allowed & Just compensation of the valwe

of treir property used and useful for the public purpose, they
cennot continue to oxpect the pudlic to pey to them rates high
enough to ylkld unreasonably hlgh returns oo the property.

4s the right to the former high returas has in e ffect, been

taken away, 1t is only fair thet the utilities shall receive

a degree of protection Irom possidle competition, in case they.
ere doing their full duty, so thet what they lose in the way

of possidble unreasonadly high returns they shell, in a measure,
galn in greater security to their inmvestmeat. This principle,
however, applies only to such utilities as are doing their full
duty to the public. The protection to the iavesiment of o
& utility which is doing 1ts full duty to the pudblic 1s demanded,
.not‘nsrelx as. a matter of falrness, but also as a matter of common
sense, KIN* - SRR

"Tnder this new state policy, competition between
public utilities is pot of itsell necesserlly & good thing.
Thether or not it is a good thing depends upon the results which -
flow from it in each perticuler case. If just as good results
cen be secured dy regulstion and supervision under State
guthority of an existing utility which is a natural monepoly,
so thet the retes end service enjoyed by the public are as good
as they reasonadbly could be under poxmal competition, the con-
suming public has nothing to gain dY competition, while that
portion of the pudblic which invested 1its funds in the secur-~
1ties of an existing utility may have much %0 lose by & com-
petitive condition which, while not helpful to the cogsuming
public, can be extremely hurtful to the investing publle, and
. particularly discoureging to persoms who &re proposing to .
{nvest their money in the development of mew utilities 1n this
Stete in sections thereof where there are no exlsting ntilities
of the seme character and where they are imperatively demended
for the development of the State.” ,

And~again 1n,tﬁe-s&me Decision, at page 765:
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"A utility desiring to enter a field being ,
served by anotler utility of like character should
understand thst it cannot make out ites case by
simply figuring out rates slightly lower then those
of the existing utility, dut that it must present to.
the Commission evidence clearly showing what rate it
cen reesonably give to the pudblic and at the sane
time secure Tor itself & reasonable return on the value
of the proPerty actually used axnd useful for the public

purpose. _
In an earlier decision is found the followling: statemcnt of
one or thc oonditicnc under which the Commission rclt thet oom=
petition wculd be a good thing in a particulcr case (Decision
No. 107, Tune 18, 193.3, 1 C. R C. 203 at page 211);
_ *; e o o e« o o o o o » o I, however, & territory is
coxpletely served and the utility has, to the Dbest of
its ability, given falr trezatment %o lts patrons, as
tlready intimeted, this Coxmmission will be slow to -
permit & competitor to come lnto 1ts terrltory. One.
of the few cases where, under such circumstances, the con-
petitor will de permitted to enter the field, will De :
where the competitor can adequately furnish the commodity
8t & rate so much lese then the rate which cen be accorded
by the existing utility, thet the interests ol the pnblic
demand the commodity at the lower rate.” \ |

In applying the policy so outlined to the present ce.se,’ :
- we are confronted witk & complete lack of evidence that thc. |

; Western Company cen rurnish servicc.or any-botter quaiify or
anquorc‘chéaply. Its project is substanxially the same as thatl
of the Paciric COmoany. Its cost of capital has. been shown to

be greater, and itsdoes not heve the advantage of ‘other busineas
in the seme territorg; Its epplication end supporting testimony
-indicate a desire to servc principally industries end large ccnsumers.
The loss of these consumers 1o the Pacific Ccmoany nay prove a |
disacvanzcge to the general consuming pudlic in this and thc

othcr territory served by that company, but there.is nothing

in thc evidcnoo nor in thc general circumstances to show

thet- these large consumers could be better served by the Wcstern'

'than,by'fhevPaciric CQmpony.




On'one'point the conditions here‘pre°ented appear'at'rirst\
glance to satisfy those, which have in the past been considered
- by the Commission to Justify competition in this/that the territory
.orrerod to be served by the applicant is not sexved to the point of
'caturation thet will follow With the advent of natur alagas rronIWhaterer
 source or agenoy such service 1s provided dbut the record. shcws no lack |
ot diligence on ‘the part of either Coast Counties Company or Paciric
Company toward bringing about such & condition. The Paoiric Company

has been supplying sn adeouate service of manuractnred gas to the

:territory in question, and berore the appearance of the ﬂestern Company,

wes proceeding to dring in natural gas from the same sowrce and by the
seme meens. The Pacific Company has for over & year kept olosely in Il
touch with the Commission ir comnection with the bringing in of natural
£as to the entire northern Cezlifornia market and has many times out- :
lined %o the Cormission its intention or extending natural gas -
servioe to the e jor portion of the territory which it now serves
and elsevhere.’ | S
It is clear from the record thet the tverritory now-receiving\ .
msnufectured gas service from either Pacific company or ‘Coast connties'
company'comprises substantially all or the proritable territory, which
would be sérved directly or indirectly by the projects contemplated in"
this application. The Western Compeny could serve the market only |
vy, competing Witk one or both of the long established agencies.
Economic"oondi*ions are not such es I belleve will meke for
healthy competition. One company-is large, well established, has ex— .
tensive resource ené strong local rinancial connections, anﬁ will be
in competition with a mucb. smeller end weaker oompany enterin@ e new 1
field. It anpears that the Operations of the Western company can be :
successrul only if 1t secures & substential portion of the business i
wnichﬂit res found to be presently available and a reasonable sb&ro
of thefrnture growthe. We see no reason O expect & greater ruture

growth as & result of the entry of the Western Company into the field..
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The 1nevitable result, under such conditions, would eppeer to be un=

necessary duplication znd ultimete consolidetion. Certein advanxeges,‘

which there undoubtedly are in competition would be seoured to. the ‘

_pudblic for only & short time, and after that oerioo there would be

the heritage of needless expenditures, which 1t 1s one ot the purpoaes o

of public regulation to prevent. ‘ | '
One of the principsl reasons advanced by applicant for

the grenting of its desired certiricate was thet applicant's |

proposed line would hasten the service of streight natural

ges to the consumers of the territoxry involved, both on the

part of applicant and the other utilities now serving

m&nufaotured gas therein. But since the recoxrd 1s clear end-nnoon-

tradicted that the Peciric Company has for meny years edequately served

its dedice ed ares snd hes from time TO time sxtended 1ts servioe

throughout northexrn Celirornia &8 the demands of consumers required

and hes long contemplated the 1ntroduction of naturel gas into. 1ts ‘

salid dedlicated aree ano elsewhere in northen;Celirornie, end.hes in rect,

sctue ly pionecered the bringins in of natural @as and hes expressed

its desire and intentlon to serve stralght petural ga $o 1its preeent”

customer and all others desiring said service and hes proposed a |

reasoneble progrem which will, within & short time, enehle it to serve

straight natural gas to the entire terrltory now proposed 1o be served

by applioant, it eppears that 1t is in the public 1nterest that . ‘

Pecirio Compeny De allowed in an economicel end orderly'manner to oerry

out thet long evidenced intention and well worked out program unhempe*ed_'

by this threatened competition.
Certain rates have been proposed by applicant dut i‘am.not_convinced.e
from the evidence 1n the case thet these rates areveconomicelijlpoSSibief‘
for applicant or on the other hand that existing eompanies will not be.
able to equel or better the proposed rates of applichnt. ‘ The ratea  .f
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which Paciric Company and Coast Counties Company shall oharge ror |
natural eas servico heve not as yet been determined by the Comr
.mission. . The Commission can end Will enforce the eotabliohment of -
the lowest possible retes consistent with the rendition of adequate

~ service. : | :

T believe from the record in the case thet pudlic convenience

and noocssity do not require the granting of the appiioationuheieio'

. sought and I zlso believe thet the interests of the consuming public
of. the broad territory now belng served by and dependent. Lpon ‘the X
Pacirio Company will be bcst served by a denial of sald application. :

I, therefore, reoommono the following form of order: v

Western Netural Ges Compeny heving epplied to the Railroad
Commiasion of tre State of Celifornise fLor oo order and decision certiry-'
ing that pudblic convenience and necessity require and wxll requiro
t“e construction and application by applicent of the natural gas
_transmission line project outlined in 1ts epplication No. 15675, and.
the exercise of rights, franchises exd permits for use- in connection
therewith, vublic hearings bheving deen held, the matter beingasubmittedi
and now ready for decision, - e

- IT IS HEREBY ORDERED that this application be and 1t is horoby
doniedi

Thc effective date of this order shall be twenty (20) days

Trom end atter the date hereof.
The foregoins Opinion and Order are hereby approvod and ordered
| riled as fhe 0pinion and Order of the na*lroad Commission or‘tho‘State or
Calirornia. ' / | f
Dated at San Francioco, Californic, thi

Cormissioners.



DISSENTING ORPINION

I dissgree with vhe coxclusions reached by the majority
oL ke Comxmission in this.matte:. Eroadly stated, such conclusions
appear to De based oxn the propositions that because the Pacific Ges
& Blectric Com;an? now serves 95% of the gas busingss iz Califoxmia
norta of Fresxo; because by extension of its lines it can serve
eny verxs ﬁ Ty nov now sexved in noxthern Califorale; because it'
nes and can give good service; because it mey ve adle to finance
more ciheaply than this applicent, and because competition is
destruciive, no person oOr compeny other vasn the Pﬁciric Gas &
Zlectric Company saould be allowed o bring,natwrai ges into .this
Serritory. I camnmot agree that because of these rossons the ‘
Paciftic Gas & Zlectric Compeny acquires any such rights to’teri1~
tory in which it has not presently established and dediceted its
service. |

The invesion of dedicated territory is not an issue
here. Applicant does not propose wo sell directly for domestic or
commereial purposes. It does no® propose to sell in competiition
7ith the Dacific Compsny in She industrisl terrifory wiich the
Pecific Compeny now serves. The only proposal of applicant that
might by axy streteh of the imaginstion be termed compctition in
Pacific Company's present ierritory is its olfer to sell zor resale
purposes to the Cosst Counties Ges & Tlectric Company, now being
served by the Pa¢iric Company.

e metter of rates c¢aunot enter as a yrimery considera-~
tion under this record, for ncithér this applicént noxr Pacifié

Compeny has filed any retes ror indusirisl purposes. Rates are

surther subordineted by the fact thet ges as on industrisl fuel is




in constent and close competition with oil. Nor will <he
dirference in the cost of financing between the two componies
heve sny effect u'oon $the rates t0 the consuuers.
COmpe«i tion belbwecn cenmanie., in tnis ﬁev na’cural gas

du..trial ter i‘ao Yy carnot be said to be neces sary' as a mean... of
oomell.ing rea.,onable prices 1o me industrial consumeru in tb.e
li_,at of uae comeuition that oil ss & fuel alffords. But as
I re&o. this record, cozpetition such es misnu e:cist it a.pplican“‘*s

pe vi :Lon we::e gre.n ed v'ould be of ve:r:y minor im*oortance as com~

¢

pared 'bo th bcnerits that "roulc.. rlovc o uhe nublic ané. even to

‘che Pacii‘ic COE’D&..Y i cell.

. . Y

*‘rom 'che standpoint ol mm..al gas .,ervice, we have b.ere

.

e. tremendou..ly no uential territo:r:y. In Los mgeles md otner

v -

communi*ics a numoer of whol coalin@; as well zs ‘oto.ilmg compan_tes

- e e

na.ve bu:L 1t dir"eren.. pine lines wi'z:hou.* de &imen“c *to The nublic

O ]

..nte es‘t; a.nd in i‘acu g:reauly 0 i oencrit.
The Pac.h:r.‘ ic Comp“ny proposes o build a line. v:hich "zould
physic...lly parallel applicant's line but which, accord:i.ng to .,ha

P

avovzed purpose of the Pacific Company, is primarily to :'.'om a loop

'.,o pro»ect the service of natural gas In its n*esen‘t Be.y territory'

+

and to serve its other locali sles.

The .Le stern Compeny proposes its li“e prmamly for

i:idustrial esd.e exd ur.nsmisgion pu:noses, snd seconcle.rily ‘t:o

v

insure sexvice over the mvi o] ..orritory uader omere;ency cond.::. ions.

The great :.ndus tricl pos 1b~'L ies of thiz region alone v:arranu'
.his .,taoilized service and the domestic and commercial consumers
are, under the circu:n.n:a.nces, Qnuiti&d 0 ..hi... addi onal securi'cy.

A perussl of the record_ b.as convinced me that ?Iestem

\&uhl'&l Gas comvany has proven pub ic convenience anc’. neccssity and




-

vhat no policles established by this Commission will be violated

by grantving spplicant a certificate in the tere tory it has covered

by proof.




T em unabdble to joirn in the comclusion that the bringing
02 & patural resource like gas %o the San Framcisco Bay area should

be entrusted ard confined %o & single mandatary.

mhe advent of naturel gas o this region became inevit-

able with the opening up of the Kettleman Tills oll field. Its
coming is & matter of wast importence. It means a better and &
cheeper fuel for domestic and household uses and To industry & new
fuel to compete with and possidly Yo supersede oil. Properly
introduced axd distriﬁutea it holds out promise of inecreased in-
dustrial. development.

Pacific Ges and Zlectric Company, & public utililty serv-
ing much of the central and northern pert of the State with arti-
riciel gas, walch because of i%s cost 1s not used for domestlc pur-
poces to the same extent as tae cacaper and betver natural gas is
used in places like Los Argeles end for like reasons 1s ndt used to
epy apprecisble extent =& & {paustriel fuel, insists it should bde
given a monopoly notv only of the distribution of natural gas o
-domestic consumers and to industries within its territory dut aiso
of its transportation to the Bay area end its wholesaling to dis-
+ributing companies in iterriiory not covered by its own lines. |
Coast Couaties Gas and Electric Company, & smell resale wtility
ﬁhich has been distributing_artificial gas puxrchased rrom’the
Pacific Compexy in the Contra Coste sectiom, wWaere meny large
indusirios ere located, insistz that no ome should ®remch upon its
territory evgn thcugh i+ hes not been heretofore serving the
industries there located with ges offa character and undexr rates
mexing its use feasidble in compctit;on.with.oil as & fuel. |

mme Testern Netural Ges Cczmpeny does not. propose ‘o
engege in a reteil business. Its gexeral set’up is (1) to trams-~
port gas from the field.to various major oil refineries'around“the

-1-




bay, (2) to wholesale gas t¢ the Coust Countilcs Compeny for re-
distribution,to its domestic conswaers and also to industries within‘
its Texritory 1f it 1s able To handle thiz dbusiness in competition
with 0il, (3) 1f Coast Countvies Compeny cennot handle the large
industrial'btsiness tiaen to sell directly t0. such industries, and
(&) to pick up some small smount of domesiic é.nd. industrial
business along its line which Is not now served with gas. -Even
with service 10 Coest Counties Cempany its gas usege for domestic
and housohold businmess will be small. Itz enterprise is
essenticlly ard primerily the supply of natural gas as an industrial
fuels. It insicts thore will be an smple market for its gas in
addifion t0 the market which can Vo cared foxr by facilities pro--
vosed by The Pocifie, Company.

The Deeific Sompany, wader certificate from this-(omis-"
sion, already has comstructcd @ pipe line Ifrom Keotitleman Hillks %o
Milpitas, with branchos from thore to San Trancisco. and Dalkkland, to
sexve ite consume:a\dﬁcut.the bey not with a straight natural gas
but with e reformed or mixed gas having some but not- great advahtdges
over She axrtificial gas it now corves. Some of the natural gas to
be srensported by this lize it proposes to use as a fuel-at its own
elecinlc generating plants and 1T proposes to serve some stralght
netural ges. $o.indusiries. On the came day the Testern cgméany’
appiie&‘rar corsification the Pacific Company epplied for o cexrti-
ficate for, authority to +ap its present line at Panoche junction,
some 42 miles from tre field, sund to run & branch mal fo’Richmond
and from there comnect w:th‘its Oakland.b:anchvfrom.Milpités.
Zoth. tals proposed bramech cxd the propeosed line of vae Testorn-
coxpany éxtend.through the territoricl limits of vhe Coast.Countles

Company, waere there sre locsted many lange industries walch-are

potentialkusers“or naturel ges.  -The rocord -here gdoes rot-indicete

[




dny definite' pia:; b;y; thé Pécirié Cbmpa:ny to serve; a stfraight
né.‘cﬁral gas i‘é: domestic purposec. ' | |

o | 'Th‘e .":Paciﬁ.é (:ompe.ny pi-eseﬁ‘ced. no s.urve.y.oi‘ the market
possibili‘cieé or 1ts iines but the Testern Compa'ny presen‘seci
évideﬁcé 'tend.ine;'tvo é;lﬁbw %here. 2SS & ma:é:ce'"c for the gas‘to te
ixt:éducéd. by' ‘;b;e éaéirié Cormpany by i'ts. proposecél. .’.'.ineé', ‘ex.{clusive

-

oZ thc marxet the Vesterr Compoly sceXS.

The "protection” rule invoked by vhe 'Pacific Comp‘any'amd

the Coacst Counties Coxpany is uate..'!.ly sté.ted in the form 61‘ the

following excerpt from Pacific Ces and Blectric Company v. Great

Western Power Compary, L C.2.C. 203 at page 209, tlie nﬁmberﬁ beirg

oire:

- Tt certainly is toue thet where & territory
ic.cerved vy a utility (1) which has.plonecered in
the rield, and (2) is rendering efficient and cheap
service snd (3) is fulfilling sdequately. the duty waiceh,
85 & pudlic utility, it owes to the public, amrd (4)
+he territory is so generally served that it mey de .
sald o have resched the point of saturation as re-
gerds the particular cormodity irn which such WBLlity
deals, then certainly the design of the law is that
the utility skell be protected within. such field; .
but when any oumc of these conditioms is lacklng, the

public convenience may often be served by allowing

- ¢competition To come inm."

Haviné reference to the fourth comditlon, ‘.:hé following
excerpt from the opinion indicetes vrhat the comi'ssioﬁ‘hdd.'in“ mi:ﬁd.-

rcompetition does not necesserily become dupllica-
tion unless the field covered by = natural monopoly is «
coxpletely served. california has Just begun nexr ,
development. We-have no doubt that as & rule in this .
Statethe goling in of a second utility will develop &
consideradvle smount of new business, while leaving an .
ample field for the existing utility. Sueh veing
the. case, the instances wherein this Commission. will
deny o cortificete of public convenience snd necessity
oy reeson of the fact thet another utility is zlrealdy
in the Tield will be comperatively rare.”

Thic is péculia::-ly appiic@léié heré_ where the mnjdﬁ:'nsé
of meturel gas will be es ex inductriel fuel. In this 'i".{éjld. |
ertificiel ge.sha.s not been & factor. ’I.'hié fieia ba.; not"beén '.
developed té ._“.:he point of saturstion. Rather 1% may be deseribed

.
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as unoccupied. An excellent illustration of -what the commission
hes done in the pacst in a situation cuch as here presented is found

in re Sierra & Sen Framcisco Power Compeny, 12 C.R.C. 560. There

Coast Counties Gas & Zloecuric Compeny was protesting agains
Powexr Company cerving 0ld Kission Portland Cement Compexy ;n
general-territory of the protestent. Service by the Powef‘cdmpaﬁyw«

~underﬁce tein conditions wes permitted. (See same case, 13 C.R.C.

54)a The following langusge appearing at pages 576 and 577 of-

+

tae -opinion is significeant:

"Coast Counties company contends,, with much
merit, that inasmuch os it i1s ai present occupying
the territory and glving proper qndeﬂecuaze service
at. reasozable redes, 1t should be protected in the
enjoyment of its present monopoly. TWith this
general contexntion, assuming the nremises are |
correct, I eam Iin entire agrecment. However, in
firelly passing upon the degree of protection to
which & udility 1= entitled in = specifie cese, It
is essentisl that the obligation undertaken by the
udility saall cleerly include +the particulsr cless .
of service for whick 1i%v desires protection whex.
cpothaer utility of similer cheracter desires %o '
enter the fleld. An existing utilidy is "equiﬁedf
to demonstrave not ouly its ability o serve out -

elso tho exten: %o waich it holds itsels out %o .
zorve; othorwise a Tinancilally-wecl u.i:r.i‘cy with

CLlimived facilitlies which ere designed vo serve, or
whichrare-capadle of sorving, only the relatively
s:na.ll consuner, could clalim proooction oL torritory
waen o class of business develops fof walch it has
made no provision elther as regardso razea or "upply
Toectlitles. CLe_rly, protection of Tthisz character
is directly contrary to the public interests, and
if indulged in would efﬂectuully discourege the
establishmen? of new enterprises in the territoery so
provected and remdve tae inducement and necessity for
"upnly“nv proger whility service Yo &ll who may apply.
In thiz connectlion it mey be well vo polint owt that
a utilityre claim to protection can nct be.maintained
as sgainst the. nublic which demonds Sexrvice beyond the
ability of *the utiliity to uunply, or of & cheracter:
notvconzempla ed in the obligation which the u ili@y
heas ascumed. THe limitations of a wbility's ebility’
%o serve involves questions 02 facts which mey be
readily detczminod, while the self-imposed limitation.’
of obligation to serve can best be disclosed by the
actual operstions of the ut*lity and oy its regulexly
established rate schedules. In the case &t hand, ag
has already been rclated, Coast: COunuxe» company
ectablished zo rate appli {ocdls to power of the
magniuudﬂ in character of the cement plant requirements,.
nor has it the ability, eifher as regards uhe cost of

-




energy at present produced and purchased or as 1o
supply facilities, to oupply 0ld Mission Portlang
Cement Coxpeny at - 2 rate which 'would enable the
cement company to compete in oper market with other
plants of similar c.:::.ractcr. -

\ ‘

Neitvher the Pacific Gas and Tlectric Compeny nor
the Coast Counties Ges and Ilectric Compeny hes brought it-

. self within #he;%cqgiremcnt ol condivion (4),so as to entitle
tham,lqr‘githe: of them, &3 & matter of right *o the "protection
waich they claim. . | |

| Nok is it at all cloer that the Pecific Company has
o*ougav 1use £ within the terms of the second condxtion re-

-

ferred uqfin uge rule, That has to do with the question of
rates. ' Uhile the rate quesiion wes not gone'inﬁq'exﬁensively
in the record there are one or two'sisnificaﬁt';?gms 9:‘
evidence on this point whickh are worthy of’mﬁnxion: ~ The
Paciric{cempany, when 1% applied'fér permission to builﬁ i;s
pipe line rfom Kettlemen Hills to Milpites, with branches
%0 Sa“ Francisco and Ceklend, for theyserv%ce of & mixed gas
(“pn. ;5@03),‘asxe¢ authority to increase its rates ro whole-
sele service to the Cisy of Pelo Alto froam 62¢ to 72¢ ner
thousend cubic feet for the firat 5,000,000 cuble Teot ef
monvh, and fidm 40¢ to 50¢ per thousand cuoic 4"e;-.et: ;or g1
over 5,060;000 cubic-reet‘per month. TWestern Na*urul G&s o
Compeny pr6poses & wholesale *ate'?of ne ural el of no% uO
exceed 30¢ pexr thousend feet. Abain it appcaro in the *eco*d
t tvhe éaci‘ Tic Company #ho*csaleo to une voast Founfias

Compa w2y ot 47¢ per thousend cubic.Aect pluo & demand ok erge.

There is rotaing in the, *ecord indica 1ng dlfferent rate for




this Companj.- This 1z comperabdble to the meximum charge of $O¢ pro—
posed by tze Testera Natwral Gas Company.l
Considerable empha is iz laid by the Pacific Compeny on

the clalm tazt 4* kept-the Railroad Commisccion informed of its
plans axnd purposes in respect to the 'introduction of ﬁaturai gas.
It is doubtful if thi# gircumstance is entitled to any weight. Cer=
valnly if it 1is %o oe consl c*cd cveryvaing which occurred in thais
regaxd "%ould‘be taken into accounv. «ere all of tnc nropo,als of
whls Commany in *cspecu to t“e retes desired as wol~ s n*o-

lons rcuvocuinu depreciat&on clearly in the reccord *ts Tepre~-
sexietlons vo vhe Comm;saion.migat lend little support to th
cleim vhat it ves meeting the ferzs of tae second co“dit;on re—
Jerrcd 0. | | |

It is cometuimes exrgued that cox dition (2) mcans very

oy
N

li tle because ol she fect that the w.Ll'roacl CGmmission hau Juri
diction{qyer tke ratos of o utility cnd fixes_thcm.‘ Tais is not
.

s0.  The utility mey volunbterily reduce 1tg r.tes_dnd *l& ham

upon the proper level. The fact that ik he Iroud ”ommission a2s

not reduced the rates ol the uuil*ty does not obviaue the neceusity

+

ol volunvery action upon 1lts pexrt it it n,ovoues %o xcep itse_r

within the terms of the ,econd condlvion. ”hi upneﬁrs very

clearly on p&zge 21L of tnc main ovinion.in %hicn tue *Lle was.
ciated, wiere it is sald:.

miokRkdge hove we shell hold ou* 0 the exi” inb
silities en incentive whica will induce them - -

erily, without burderning this Commlssion, oOr
other_gggurnmenta’ authorities, 0 accord to the commun-~
ities of Wais State those Tates and vhet service To
wiaich thcy c An 3usticc entitled, ‘and Yo the new
riilities we shall likewice nold out the incentive
thet on the d*“cove*y by them'of tercitory which' is

A ]

L. Qhe wnolesale Tate 15 particulenly ulgnificanu because bota .
the Pecific exd Testern Companies indlcate o desire o reach tke
industries located 1n tae tcrritory 0L the Coast Counties Company

through waolesaling to thet Company.




not accorded rcasonedble service sand Just rate..;, they

mey heve the -privilege of entering thereln iT they.

are willing o ...ccord. r\..ir treatment to sueh terri-

Lory.t - o .

Thus it seems reesonably plaian that neither of these wwo
utilit ies which ere protesiting the certvilication of TWestern Nesurel
Gas Company have brought tiomselves within the terms of the
fSechnical rule respecting the protection of cxistinc, utilities. It
4s therefore open VYo the Commission to determine this application
having iz.mind only broad questions of public interest and welfeare.

« - . Being of tie opinion that the public‘ interests--,m:!.i--best '
.be .;ez:ved by ...J..:I.owmg ..he mtern Netursl Gas Compeny 0 emtea:'*cne
'rie.x.a. of transporting na.tu.ml ges ne Bay erea, it :!..,.“a.ppropriate
*hat I outline brielly zhe vessons for this view. | IS v

. First: The?bringine; of ‘2 netural resource iike gas Irom
a distent field where produced to the place of use should.not be
monopoliznd . in the absence of plan‘.n':m& conﬁv,i‘ncing-:evi‘.dénce.jtha't'
the public.will be better served by & single mendatary..” .The.. .
Tecord does not contain'evidence of this character. . L4

. Second: Roady aveilability ér' thi‘é resource at the " .
cates of the Bay ares will tend VYo increase its’use - an- end O ‘be
desired Jdn vi¢vz' of the public policy of the State rospec:ti.ng the
prevention of wastege of nsturel ges. Natural ges 1s e.hvidré.l"
1ifting egency- in the production of petroleum. Ita frec cnd ex-
tensive use will facilitate cnd £it in with the seme end orderly
conduc't*or“che olil indnstry of ‘this* State while tending to stop the

blowing o:ﬂ' gas. into, thc :.ur. and its conuecuent wastage.

Toird: The's eie;h.» of the cv;idence in this ecord is :

shat there is. a maTket for neturel .Zoc.in the Bey are;x.,mh:;ch, ir
not wnduly réstric'ted,' mil Justiﬁ’ the co_ns‘t:rixctidn and opero.tion‘
of the lines comstructed and nroposed by the Paci:ric C:ompany a.n‘cl the

l:i.ne DPLOBOS ea by ..he Testern uomp&ny. :




Tourth: | The Pecific Company is primarily ..nte*-e ted in
the service of its domestic consumer_,." Furnishing ges for industriel
Tvel will be of seéonda:y inportance. Shut—off schedules will doubt~
less preveil Yo o corsidereble extent. The evidence indicates that
& properly developed industricl marke’ will call for more gas than
The domeStic and household. Testern Company under its general plenm
vrill be interested primerily in supplying “he industrisl markes.
Considering the importance o the public of industrisl devel,opinen‘t .
1% 1is reesozadle to conclude szat 'there' saculd be et least one line
concerned ptimaril;rl wlth the scrvice of industrigs ard %he deve.‘f.bp-—
ment of industrial uses of naturel gas. In thié way there should
be & more balenced ad healthy develomment of gas. usage then might
occur if the imtroduction of gas 1z confined %o & company the.
primary interest ead obligetion of which is the service of itm .,
domestic: and ﬁéuéehéld‘consumers end to waich industrial uses . woulid .
be i.mpqi-ta.nt chiefly to absord its excess gas.
\ | , Tdfth: A -addi tional pipe line Irom the rield o lhe
By sree will give w cled assurarce of ke premancncy of the.lsupply.
ot ne;;ural,ge.s. 4 single lire has elements of risk which are,
ovviated when = secc.;;nél line is aveileble. So fer as the present
record is concerned, ‘che' Pacific Company does not propo.,e a .;econc”x
line *rom the source of *unply but merely & branch, te.nping its
sresent line 42 miles Irom the source. The Western Compeny 'o:‘.‘fers
To lurnish some s‘t:an,ci‘d:r service To the Pecific Company's domestle.
- business. : R R - -
Sixth:. A second Pipe line dedicated to pudlic utility
ervice  with pu‘olic authority having some Ju:‘isdic\tion t0 require:
irverconnections and uh 1ike will ‘better cubszerve the public -
interest then T Wil 2 series of non-utility lines emvering she i‘ield. .

“aile this Commf;:-sion has the authoriyy to prevent e seoond wtility

line coming® this texritory, I doudd if it cam prevent a non-
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utility sexrvice such-as would result 1f large users of gas like
the oil relineries should contract with some ageney o transport
their om gas from the field %0 the’ plzce of use. (Producers

Toapneoertation Co. Ve Reilroad Commission, 251 U.S- 228).

] .3.3.;0 ving the Testern Naturel Gas Coxmpany to builcl s line
%0 vhe Dy erea does no% mean that the Rellroad Commissior will
relinguisza 21l supervision ever the local dlstribution of zas.
Thiz zhould be convrolled Vo tae end theat needless duplicztion of
lo’cal acilities be avoided =ad, within resson, that inequity does
nos reswit vo existing uu Iities. As the Western Conpany nropnoses
only a wholeseling busiress 1t is unlikely any serious question
i ..ais respect will erize. It should, I think, be nermitted to

serve the Stendard 0il Compazy’s :ei‘inery‘au contr acved for ....nd

:crdbably other 65." rofineries. Such service is ossentislly the

‘ere trauspor ta.‘cﬁon of the oil compenys' gas 1o their respective
reflineries. I vthe Coast Counties sy.é':ém can ve used as an geney
for serxrving she verious fndustries within its general territory it
skzovld 'pe so used. If 1% is uneble to deliver purclkased naturel

. g&s SO as Vo fucce.,...mlly compete with oil ancd ovher fuelsit
sl:duld give woy to someone wa0 ¢cem. IT-would be no worse off then
i" is now, beccuse it does not have this b“'-inovs av tb.c nresent

*:.me.
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