U
Decision XNo. v

BEFORE TEE RAIIROAD COMMISSION OF THE STATE OF CALIFORNIA

ORIGINAL

Application No. 2017

In the Matter of the Application )
of VALIEY NATURAL GAS COMPANY )
for an order authorizing the iseue )
~.0 02 preferred and common stock. )

£ ENON oisioaq

Iilienthal, McEKinstry & Raymond,
by Josept Haber, Jr., for epplicent,

' BY THE COMMISSION.’

This is an application of Valley Natural Ges Com=
peny of Bakersfield, Xorn County, for anthority to issue 300 shares.
of common stock at not less than $80. per share-annv4bb shares of
preforred stock at not less than $30. per share for the purpose of
construoting & gas distridution end trausmission systen in that por-
tion of Eern County lying between Wesco end Rosedale.

Valley Natural Gaa‘COmpany was 1ncorpd:axed‘ﬁnder
the Lews of the State of Californiq.‘in November,:1915. Its Axrticles
of Insorporation include the right %o generaxo,‘pro&uca'and‘distri-
Dute electric enmergy, 888, light, fuel, heal and power of all inds

fdf all lawful yurpoées. It 18 incorporated for & term o£_50ryaats'




' The directors end incorporators of the Compeny axe
as follows: | o .
oI imw.  hemad Suen
F. H. BEall, Bakersfield, California.
Irs EHochheimer, Bekersfield, California.
C. R. Blodget, Bekersfield, California.
The Comperny bas sn sauthorized capitalization o:f
45,000,000, divided iuto 16,000 shares of comzon stock of the par
value of §$100.00 per sbare axnd 16,000 sheres of 8% onmlativo pre=-
ferred stook of the per value of $100.oo yer sbare. ~ The terns o!
pro:toronoo of the preferred stook as given in the company's Artiolu
of Imorpora.tion are 88 :Collowa-—\ a
- "Seid vreferred etock sha.ll receive from the not
vu-ninss of the corporation & eight pox cent. (8‘%) snnnnl. cumu=
lative, preferentisl dividend before any dividondl are pdd upon .
the oommon stock, and all dividends paid by the: oorporat:!.on 'boyond
 euch eight per cent (8%) anmmal, owmilative, preferential d:lv:l.hnd.
80 paid on the preferrod atock sisll be paild on the ocmmon stook, -
_ and the pre:ton'od stook shall not in m wny pa.rtioipato thoroin.

Upon the diuo:lntion or other temmtion of tho oorporation. holdorlf

of said pre:torroa stook shall roceive :trom tho oorpara.tion tho :par :
vl.lue thoreof and all unpaid dividonda theroon before the diat:ribu- |
tion oi’ any assets to the holders of oommon gtook, and. all uddition- ;ﬂ,j

sl and remaining. assets shall be dstribated among holders of o oumon S

stock. and the holdexs of pro:!.’erred stock 8hall pot in any m parti-“_ |

oipato in the distrivution therco:r.
A huring in this upplioation wa.s hold a.t Bakoroﬁeld

on‘-Ja‘ma.ry 21, 1916 at whick timo the application o:! 'Valloy Ka.tursl
Gu-‘Oon'pany' for a certificate o:r public oonvenionco and neooaaity
(Applioation No. 2018) was also heerd. Referemo is horob;y mdo o
| the Comndesion’s decision 1n sald Appliostion No. 2018 :!.'or PR

nore dotailod deaoripti.on of applioant g projoot. | -
At the present. timo applioant duirou to 1asno 500




shares of common 8tock at $B80. per share and to uwse the proceeds
or -such portion thereof as may be necessary, in defraying organize-

tion expenses. At the hearing applicant submitted statements of

such expenditures to date totaling $6,186.42. A.ségregaxion of

thqso expenditures is as follows:~

Company orgenization, « « « « « « $1,192,76
Investigation of !erritory; . e o 2,786,658
Pranchise Expeuse o « « « o « o o 210,96
Engineering « o s+ o s o o o o s 0 1,943.70
Office Furniture and Supplies . .____ 62,37

Totale « « « .« + $6,186.42

0f the sbove amount the Company's orgasnizers have
peid $2,353,54, leaving $3,832.88 gt111 due. Applicant states
that this sum does not include any ézpenditurea for supervision
prior to orgenization, for promotion, for attorneys® fees and for
. gertain engineering services rendered to appliéanx in commeotion with
other aapecté of this project, and that it is 1is intenfion to
heroaltex appiy for an order sathorizing the. issaer:. of common
gtook for such purposes. |
The Compsny also asks for suthority to 1esus 400
shares of its 8% preferred stock at $90.00 per share and to use
the proceeds in defra&ing a portion of the cost of building its
trenemiseion 1line and laterals between Rosedale and Wasco.
Applicant estimates the cost of this'lino at $64,180,
It proposes to raise $36,000. of this emount from the sale of pre-
ferred stock and the balence or $48,180, from an issue of short thm
notes.
Following is the detailed estimate submitted by sp-
plicant 88 to the cost of its trensmission line, latersls, qfo.
25 miles 4" main @ 2,400.00  $60,000.00
12 miles 2" main & 900.00 10,800.00
%00 meters and regulators @ 8.00 2,400.00
Overhesd snd indirect expenses 10,980.00
Total | $84,180.00.

Se




Applicant representa that it will be. omblod to

pnt its project oD & revenue prodnoing basis ‘by the expenditnro
herein outlined a:nd oortain other :Lnoidental outlayn whioh 1111
'bring tho total %0 approzima.tely $100 ooo.oo. |

'Valloy Natural Gas Compeny has entered 1nto a oon-
tract with coli:rom:la Natural Ges compa.ny by which 1% w:lll purohuo .
natural gas at 10 cen‘ha pexr 1,000 oubic :teet. It has sol:loi‘torl
in the field socking contraota foxr the sale 4 th:la na.tural ges
to :tarmra along the routo of its p:mpoaod pipe lim from. Roudulo
to Waseco '.Ln Kern. COunty. ) | ' ) |

. | The larger part of its aa.lea will be to :rarmera do- T

giring nntural gao for fuel 10 be used 1n ges onginos :for pumping
water :ror 1rr13a‘bion. Applioant 1111 also sell gas :tor domut:lo
purpoua to ‘consumeTs in the section of Korn COnnty trave:rud. by
its lines,

Applicant estimates that [11: will be ablo to o'btli.n
a net revenue from this territory of approximately¥éo, 000.00 dnring
the first yoar of oyera’cion. This will require = groas-rovonuo
o2 approximatoly $60,000.00 per apyum and the sale of a.pproximtoly
8 300, 000 on‘bic oot o:t gas per month for gas englne norﬂ.oe. : mhon -
estimntes are 'based on applicant 8 pro;:oaod rates for gas ongim
service which are upon a sliding scale and range from $.55 to. 0.35--;'.. .
':por 1,000 oubioc feet , . . .. Im anpport ot its atatomenta ro-,‘ N
presentatives of the Compeny stated that 1t hnd. on file 200 gpp;.j,.- .
oationn for natural gas sexrvice. o

While it is8 manifeatly d:l.:ti’ioult to eatimto vith
acouracy the ;posaible earn:!.nge :rrom suoh 8 project 1t 1s dea:b:;ble
that euck an effort as this to pnt into praotioal use tho m.ta:sl
resources of this atate shonld meet with such enoonrugement a8 tm:
Commissaion oa.n consistently give. We boliovo tho ap:plioo.nt has mdo |
& oaroml canvas of thia texritory and has shown that there o:xiata
roal demand for the eervioe wbich 11: prOpoaea 'to give. R o

Tho prolaononto of this projeot havo uasortod thoir




’villinsnaas and deaire to :purohase stook 1n this- compa.ny in 1argor
‘amounts than herein indioated. It a.ppeara mrthomorc that 'Hho
applio ant has oertain 1arger plans in mind to be aetemimd hto:
upon the measure of aucoeas obtained in this 1nitial onzerpriao.‘

The promoters of this undortaking bave caro:tully
calonlated the cost of the pumping service to the agrioulmilt
on the besis o:e a natursl gas fuel as compared with e, diltnato

fuel and in comparison also with me cost of eleotrio omrgy. ~on
the basis of these oaloulations, 'the applicent is convinced that |

& large ﬁuainess will be developed.

As hereinbefore set forth applicant préposaa to sell
1ts 8% preterred stock at $90. per share. A% this figure thc -,to'o'x ;
will yleld & return of 8.89%. This Commission has heretotoro com=
mented npon the pecunliar sand apecnlative nature of a naturtl gaa 5
ontomiao and in the ocase of the Midway Gas COmpa.ny oxproaacd 11:5
opinion that @ 10% return was not unreaaomblo npon an 1nvoa§mont_ ‘
ina natnral gas project of the mdwny type. . -

At the preaent time no other ges ut 1111:193 are opo:nt- -
ing in this torritory and applicant'a success will depend largoly
upon its ability to serve gas to pumping plants at a price that can
oonpeto with diatilhte fuel or oleotric energy. | o

A:rter a consideration of the evidence, we believe
that this appl:!.oation should be granted aub:eo‘t however, to tho
tormo o:f the :rollowinq Ordoxr:.

ORDER

— g ‘a

VAIIEY NATURAL GAS COMPANY ]mving applied to thie o
Oommiasion for suthority to issue 300 ahares of common stook o:l' the
poT vulno of $100.00 per share and 400 shares of preforrod ztook o:t
the pa.r value of $100.00 per ehare and to use the proceeds inm or-
ganizing a natursl gas corporation and constructing & gas d:l.ntri-‘
bnt:l.on and tra.namiuion systen in Kern. . county as horoin‘beforo aot
forth, and a. hoaring having beexn hold a.nd 1t a.ppearing to thia _ ]




‘Oomiasi.on that the purposes for whioh applioant ;proyosoa to

1nmo nid atook are not in whole or in pa.rt rouombly oha.rgo-

o.'blo to operating expenses Or to 1mome-
. IT I3 EEREBY ORDERED that Valley Katural G&I Come
pany be grented suthority to issue 300 sheres of i1te common ospital .

stook of the per velue of §$100.00 per share and 400 shares of its
preferred capital etock of the par value of $10'0.00" pex sharo;

' The authority herein grantod is grantod upon tho
Iollowing conditions and not otherwise:—~

1.,~The common 8tock herein suthorized to be issued
aha.ll be 8014 80 a8 to et applica.nt not less than
$80. per share. | R : i

£.=The preferred stook herein suthorized to be issued
shall “be s01d 80 a8 to net applicant not less than:
$90. per ghare. | | | |

5.-0:! the oommon stook herein a.uthorized to be ume(
applicent may iseue not to exceed 78 shares at the -
proéent time for the pﬁryoae of defraying orgeniza=
tion expenses slreedy incurred by applicant in the
gum of $6,186.42 a8 hereinbefore set forth. The
remainder of said conimon stock shall be i1ssued by
applicsnt only after it shell have filed & supple=-
mental spplicetion with this Commission setting
forth in detall the purposes for which 1t proposés

to issue said oommon stock end shell hairo received

g supplenentsl order from this Commission epproving

the seme. | | .
4.~The proceeds derived 2rom the sale of the preferred

gtock herein suthorized to be isened shall ve used

only for the purpose of comstructing a gas distri~

bution emd transmission system in Eern County in

accordance with the general plans and specifiocations




outlined in the application herein. |
6.‘-Valley.Nafura1 Gas Company shall keep separate, true
| and accurate acconnts skowing the receipt and ap-
plicstion in detail of the proceeds of the sale of
the stock herein authorized to De iaaued;ﬁand on or
before the twenty~fifth day of each month the Come
pany 8hall meke vexrified reports to the Commisslon
stating the sale or sales of_said etocic‘durin'g 'the‘
preceding month, the terme and conditioms of the
sale, the mozneys realized therefrom, and the use am
application of such moneys, ell in accordsnce with
this Commission's Genersl Order No. 24, which order, :
in 8o far as a;pplic‘a‘ble is made & jpart of this order.
6.-The suthority herein granted to issue stock 8hall apply
only to such stock as shall be 1ssued on or before

Pedruary 1, 1917.

Dated at San Freveisco, California, this /6 d
day of Pebruary, 1916. |




