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Dec1e1on lIo. _~ __ 

:BEPORE TEE RAILRO.AJ) COMMISSION OF THE STATE OF OALIFORliIA. 

In the Yatter of the 'Appl1oat1on 
of VJI.2Y :NATURAL GAS COMPANY 
for an order authoriz1X1g the 1eeu-e' 
-:-:-:::c o~ preferred e.nd common s.took. 

I @~~@~OO~l 
) Appl1oat1on No. 201'1 
) 

Lilienthal, McX1nstry & Raymond, 
by Joseph Eaber, Jr., for applioant. 

:BY TEl COmaSSION.' 

OPINION _ ... .-- ..... _-
This 18 e.n applioa.tion ot Valley Ns.ttlX'al Gas Oom-

pany of Bakersfield, Kern County, for a.uthori ty to issue 300 shares· 

of oommon stock at not less than $SO. per amra and 400 shares 01: 

preferred stock at not less than $90. per swe for the purpose of 

oonstra.ot1Dg& gas distribution a%2d transm1ss1on Bystec. in thatpor-

tion 01: Kern County lying between Wasco end Rosedsle. 
Valley Na't\1ral Gas Company we.s inoorporated'under 
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the Ie.we of the State of Californ1~ •. in November. 1915. Ita Art10les 

o~ Incorporat1on inolude the right to generate', produoeand distri-

bute electr1c energy, g8.8, light, hel t beat and power of e.ll ld.n4s 

for all lawfc.l p'OXp<>S8S. It is 1ncorporated for a term of 60· years .. 
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.. follow.: 

The, direotors end inoorporatore o~the 9ompany' are 

O. :8. Colby, 
W .A. Fischer J 

F. R. Hall, 
Ira Rool:lhe1mer, 
C. Ii. Blodget, 

Bakersfield" Oalifornia, 
Bakersfield, California. 
Baker8~1eld, california. 
Bakersfield, Calitor.n1a. 
Bakersfield, Californta. 

r.be CompaDY has an snthorized capitalization o~ 

$3,000,000. divided into 15,000 sharee ot common etook ot the par 

value of, $100.00 :per share and 15,000 shares of ~, oumulat1ve pre-, 

feiTed, .took' of the par value of $100.00 per alare. The "'terma of, 

preferenoe o~ the preferred stock as given in the ,Compa%l7'a.":.&:rt101 •• ,, 

ofIDoolpor&~1on are 88 fo1101'1s:-

"Said :preferred stock shall reoeiTe' trom tbellet 

n.rn1Dss of tbe oorporat1on an eight per oent. (~): aDm-i, C1UIlU-

lat1"e. preferential di'V1dend before 8.1:11 div1dell41 are pa14upon 

tbe oommon stock, and all diVidendI pa:1d b7 theoorporat1on beyon4 

noh eight per oent C~) annual, ouDmla.t1ve, preferent1al41T14.na. 

.0 paid on the preferred stock S 18.11, b. pa140n the 0 cmmon stook," ' 
:' ' '.'-

, _4 the preflrx:ecl stook sball not ill. ~ W8.:y pa.rtl01pat,ther.in. 
, ' 

'Opon the d1.8oJ~ut1onor othe; term1n&tion of the corpor.a:t1ont ho14erl 
of 8a14'prefen~ed stook sba.ll recei Ta :trcm theoorporaUonthl pC;, . .,~ .' , I 

value thereof and all unpaid d1 videndB thereon b·efore thed1etrib\1- ' . . . ,.,' 
t ... r r 

tion,of any aS8ete to the holder. o'! common 8took, and,aJ.l,adc11t1oa-

al and. remaining usete shall bed18tr1bu.ted amol2gholcier_, of com.oli 
.,.' " 

stock, and the holder8 of preferred'stock .hall not '111 aD.'3 "w&J, part1-' 

o1pate' ,,1n ,the d1atr1 bu.t1on thereof." 
A, bearillg 1n tb1e, &pp11cat:10n wati held a.t, Balteref1e14 

on, JaDUarY 21, 1916 at which t1mt the &:pp11cat 10nof Valle,.lata:ral 

Ga.' OOap8nyfor &. certifioate of pub11C oonvenienoeand neo ... 1t 7 

(.&.p:p11cation No. '2018) 'WaS alBo heard. :aefereXlCe18 hereb,._ .. -.. 
to the Commiss1on '8d,01810n in said App11cat,10n lio. 2018, for .. 

aore detail,Adescription of applioant!. projeot. 
J.t ,the present time applioant d •• ir •• to ,18811e 100. 
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ahares of oommon stoak at $60. per ahare e.nd to us. the procee4e 

or 'such portion thereof as mar be necessary, in defraying organiza-
tion expe:cses. At the hearil18 applicant submitted statementa ,of 

8uch expenditure8 to date tota11llg $6,l86.42. A segregat10n of 

theee expenditures is as tollows:-

Company organization, • • • 
Investigation of ~err1tor1. 

• • • $l,192.'15 

• • • 
lI'ranohiee ExpellSe • • • • • • • • 

Eng1neer~ • • • • • • • • • • • 
Offioe Furniture and Supplies • • 

2,786.66 

2l0.95 

l,943.'10 
, 52,3'1. 

.Total •• • • • • • $6, 186.42· 

~ the a.bove amount the Compan,.1s organizers have 

paid $2,353.54, leaving $3,832.86 still due. Applioant states 

tbat this sum does not include &%1.1 expend1tures for 811~r'V181on 

prior to orgs~1zat1on, for promotion, for attorneys' fees and for 

oertain engineering servicoS rendered to applioant in conneotion with 

other aepeets of this project. 8.'O.d that it 18 ~ta1ntent1on to 

berea:tter t.pply ·:tor an order aa.thorizing the" 1aauer.::~·· ';' of oommon 

stook for 8uch purposes. 
The Oom~ aleo &SD for author1 ty to issue 4:00 

eb8.res of ita 8% preferred stock at $90.00 per share and to ~. 

the proceeds in defraying a portion of tbe coat ot bu11d1tlg its 

tranaai8sion line and laterals between Rosedale and Wasco. 
Applicant estimates the coat of this line at $84,180. 

It proposes to raise $36,000. of thiS amount trom the sale of pre-

ferred steck and the balance or *,8,180, ~rom an 1S8ue of sbort term 

notes. 
l'ollow1:ng is the detailed est1'me.te sa.bmitted by ap .... 

plicant 88 to the cost of its transmission line t laterale, .,to. 

25 miles 4" maine 2,400.00 $60,000.00 
12 miles 2" main ~ 900.00 10,800.00 
300 meters ana. regula.tors 0 8.00 2,400.00 

.. OVerhead end indirect expensea 10,980.00 

~ot&l $84,180.00, 
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,Applicant represents' that it, w1l1be .eab1ed,;to" 

pu.t1taprojectona re!'Allue prOduc,1llg ba8ia by the expend1ture' ' 

herein outlined and .oertain other ~o1dental outlayewh1ob.Wiii 

br1l:lg the' total to approximately, $lOO,OOO,~oo. 
, . 

V.slley. Natural Ge.a Oompany h8a entered into a oon-
• • 'j 

tract 111 th Oal.1f;orn1a Natural Gas ComPe.nyby whioh it will'purohae. 

r&ata.ral gas at 1,0 centa per 1.000 oubio' :teet. It hal solioitOrs 

in the field eet,lt1ng oontraot8 tor the sal,' of this natural gas 

to tarmere along the route of its proposed piPe' line frOll. Itoe, dale , 

to Waleo ,in !:ern " County. 
i The larger part ot ita sales will be to :tarlDl1"8 ,4.-' 

8'1r1Dg ~to.ral cae tor :ea.el to be used in ga. engines for papiDg 
i 

water tOl" irrigation. App1ioant will 80,180 8e11 8" for dome.t1o 
purpo.ee to OOX18Ul18'r8 in the seotion of '!:ern County traver.ed b7 , , 

it. 11lle1. 
I 

.Applicant estimates thatiit will be able to obtain: 
, , 

'j" , 

a net revenue f'):om th18 territory of approx1matelJI3Q.OOO.OO dnr1l2g , 

the firet year ,ot operation. !rh1e Will require's. gl"OS8reVenue 

, of 8p:prox1matel.y too,OOO.oo per &DDDDl and the sale of approz:l.m&te17 .. ' 

8.300.000 oubio feat of gas per month for g88 engine lerVice. ne •• 
e.'t1mte. are baaed on applioant's proposed rates for gaa eng.1:ae 

.,n10e whioh are upon a sliding a o ale and range :t.rom $.51; to .•• 35, 

per l~OOO' cubio feet .'/,<~ "'. ~-.' Inaupport of 1t8atatement8 re-, 

pre8entativea of the. Oompany stated that 1t bad on file.200app11-

oat1oDl for natural gas service. 
While 1t 18 manifestly diffioult:: to est1mate w1th 

accuraoy the pos8ible earninge from suoh a projeot it 18 deatrable 

that suoh an effort &8 this to put 1n.to practioal. 'DBe the D&ta%al 

r •• ouroes of th18 state should meet with sucb 'enoourasement &II th1. 

OoaD1ea1on oan conai8tent:Ly g1ve. We belie"" the applioant ha~ma4. 

a oare:OlJ. oanvas of thiS territory and haa shown that there a:data 

.. real demand for the service whioh1t propo8es .to g1ve. 

!rD.e ,proponents ot .• th1B projeot haTe a,aaertedthe1r 
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willingne88 aDd des1re to purohase stock in thi8' ,Coxrpe.ny,,:Ill~erge:r. ' 

.. ount.' than. herein· indioated. It appear8'f'ar1ihemore.that:<tie'" 

applloant ba8oerta1nlarger plans in mind to be determ,1Dedlate:r" 
u:pon the measure of 8'Q.OOeB8 obtained in thi8 1n1t'1&1 enterpri.ee. 

!l!heprom.oters otthie undertaking h&Te care:ftll17' " 

oaloulated the ooat of the pumping servioe to the agrioulturiat 
on the ba.aia of e. nat'aral ga8 hel aa oompared w1thad1lt11ate 

fuel and in oomps:t'1aoll. aleo ~th 'the coat of eleotrio e:oar!),_, On 

the baeie of theee oaloulations, the applioant 18 oon.,.1110e4 'that 

a large business will 'be developed. 
As hereinbefore set forth applioant proposel to le11" 

ita ~'pr.ferr.d stock at ,90. per ehare..l:b this figare the .,took 

will 71e14 a return of 8.89%. This Oommie,ion haa he~etotore~oa­

mented upon the :peculiar end speoulative nature of & natural gas 

enterpr1S'e and in theoaee ot, the Midway Gas Oompany expres88d ita 

op1n1on that a 10~ retnrn was not unreasonable upon an investment, ' 

in a natural gas project of the Uidwa.y tJPe. 
At the present time no other g88 utilities are oper.t~ 

1ng in this territor1 and applicant's suooesS willaepenAl8rgely 
upon its ability to. aerYe gas to pump1Xlg plan.te at .. prioe that CD 

oompete with di8t1~te fuel or eleotric energy • 
.After a oonsideration of the eVidence, we belleT' 

that th1e applioation should be granted; subjeo,t .• however. to the, 

teme of the follO~ Ordor: 

o R D E·R --.---
VALLEY NAT'tJRAL GAS COJIPANY lun1.Xlg applied to thi8 

Oommission for auth~rity to issa.e 300 shares of ooumon stook of the 
paZ' ve1ue OJ! $],00.00 perehare and 400 shares of preferred .took of 

the par value of $100.00 per ehe.re and to use the prooeede 111 or .. 
~ 

•• 1' 

,gan1ziJlg a natural SU corporation and oonetrtlot1Dg a sae d1.tr1-

but10n ana. transmi88ion eye tem. in ][ern, Oounty 88 hereinbefore eet 
, ' , . " 

" 

forth, ,and a hear1D8 baTing been :bald. and it appearing to tl?-i8 
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(Jc)mmi8sion that the purposes for wh10h applioant' propos ••. : to',': 

11.1 ... 14 e took are not 1n whole or in' part reaeonab17 ohU,e-

able to operating expenses or to 1%loome; 

IT IS HEREBY ORDERED that Valley Jatura! Gal Oom-
~ be granted authority to issue 300 sharea of ita oommon oapital 

.took of the par value of ~OO.OO per share and 400 aharea of1 te 
preferred oap! tal stock of the par vaJ..ue ot $100.00 per share. 

!rhe author1ty here1n ;.grantld 18 granted. upon the 

follow1:og oonditions 8Zld not otberw.tae:-

l.-!he oommon stock herein authOrised to be 18~.4 

eh&ll be 801d 80 a8 to net a~p11oant 'not lea. than 

taO. per ahare. 
2 •• !be preferred stock herein authorized to be 1ssued 

ahall be eold 80 as to net applioant not les. than 

.90. per share. 
3.-0f the oommon stock herein author1zed to be 18811e4 

applicant JD&1 issue not to' exceed'1S lhare. at the, 

present time tor the pbrpose of defrartDg organiza-

tion expenses a.lrea.dy -incurred b:y applioant in, the 

sum of $6,186.42 as here1nbe~ore set forth. ~. 

reme.1:oder of said common stock shall be issued by 

applioant only after it shall bave :tiled a supple-

mental applioation with this CO~8Bion setting 

forth in detail the purposes for whioh it propoe¥1 

to ~8Ue el.dd oommon stock and. 8hal~ have received 

a snp~lement&l order trom thiS Oo~e81on appro11ug 
'the .,ame. 

4.-The prooeeda derived ~%om the ea~e o~ the p%e~err.~, 

stoCk herein a.uthor1zed to be 1ssa.ed8'hall be ueed 
only ~or the purpose of oonetraet1ng a gas distri-

bution snd transmission system 1n Xern County in 

aooordance with the general plans and speo1f1oatione 
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outlined 1n the applioat1on herein. 

5.-Vallel", Natural Gas Company shall keep separate, true 

and &o~ate acoounts ehowing the reoeipt.and ap-

plication in detail of the proceeds ot the eele of 
the stock horein authorized to be 1s8ued;;&nd on or 
before the twen tr-t1fth da.y of eaoh month the Oom-

pany allall make ver:Lf1ed reports to the Oommis8ion 

stating the' sale or sales of sa.id stook'during the 
pxeoeding month, the terms and oond.i tioXlB of the 

sa.le, the mO:l.eys realized therefrom, aud the use a.xil 

application of suoh mone18, ell in accordanoe with 

this ~Om:m1ssionfa General Order :10. 24, whioh order, , 

in 80 tar as app110 able is made a part of this order • 

6.-The author! ty herein granted to issue stook aba.llapp17 

only to such stock 80S sball be issued on or before 

February 1, 1917. 

:Dated at San FrellC1soo, Oalifornia, this /6-d... 
4q of l'ebruary t 1916. 

. . 
Oommis.sionerl. 


