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:aDOBE mB RAILROAJ) COMMISSION OF 'rHE S'rA'rE OF CALIl!'ORNIA 

In the matter o~ the application of 
C. S. S. ]lomey, for an order pre­
liminary under Section 50 of the Pub-
110' Utilities Act, that an order will 
herea:rter issue :finding that public 
convenience and neoesa1ty require the 
exerc1se of such right or privilege to 
:f'ar.D.1Bh the 1.1lha'b1 tants of Nowmsn, 
Stanislaus CQunty, California, with gas 
tor light, heat and power, as may here­
inafter be obtained by C. S. S. Forney, 
or by a corporation to be formed by 
c. S. s. Forney. 

) 
) 
) 
) 
) 
) 
) Applioation No. 2107. 
) 
) 
) 
) 
) 
) 

Dau1el A. ~ and C. S. s. :romey 
:for appl1oant. 

GORDON, Commissioner. 

OPINION 
-~---- ..... -

In this application C. S. s. ~orney a8ks :for an 

order preliminary to the issue of 8. certificate that public 

convenience and neoessity require the exeroise of the r1ghtB 

end pri vileg&a of a franchise whioh he contemp1atea securing 

for the oonatruct1on of a gas plant and the 8'ale and dis­

tribution of gss 1n the town of Newman, Stanislaus County,. 

On July 16, 1915. 8. Similar applioation was dis­

missed b7 this Commission without prejudioe. (Volume 7, 

Opin10BS and Order a of the Railroad Commission of California, 

Page 674.) Applicant had tailed to :file data requested. by 

the Commission bearing upon the cost ot the property, an esti­

mate of the business $vai1~ble and a plan of financing. 

At the hearing upon the applioation now 'tUlder oon-

sideration, held at Newman on Maroh 24. applioant filed 8 re-
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port compiled by himself and Mr. H. W .. Burkhart, an engineer. 

estimating the "value tor the whole system when oompleted" a.t 

$50,350. ~s estimate was based upon the purchsse ot the 

e:ld.sting gaa properties in Newman for $Z~500 with nec·esaary 

additions and betterments ot new materials. At the hearing 

it was disclosed through the examination by the Commiss1on$r, 

that it was applicant's intention to use the seoond hand material. 

now at Newman a.nd to complete the plant as far as possible with 

other seoond-band material which it was proposed. to purchase irom 

the property at Coram, Shasta County. Included in this estimate 

of $50.350 is also an item of $14.000 d.escribed 8S "intangible 

capital inoluding incorporation, organization, development an4 

other intangible property." 

Applioant later modified his submission by stating 

that the plant could probably be built tor $36,350; SUb8$­

quently admitted that this would be reduced 1~ second-hand 

mat.riLl were used 8S he planned; and-finally proposed to use, 

the eet:1:m&teof Mr. Rs.mmond., of the Oommission's engineering 

d.~artment. of $36~276. 

Mr. Rammond 'e estimate consists of en analys1s of 

Kr. lorney's figures and his representation that much of the 

mater1al would be new. 

It is clear th.e.t this appJ.ioant submitted a highly 

inflated estimate, based largely on new materials. when he 

had in mind the use of seoond-hand eqUipment which oould ,be 

purcbaaad at lower.prioee. 

~e appl1cant has no franchise nor hae he taken 

ate'08 to obta1n one. He has outlined a. meag&r plan of ... 

financing his projeot through stock at par, stating that he 

Will bo%%ow the money to purohase this stock. It developed 

at the hearing that he oontemplated the organization of a 
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corporation to be known as the .Newman Gas Company. 

Although the a.pplicant offered to rely upon Mr. 

Rammondls report. it appears tha.t Mr. Hammond has estimated 

that the venture as organized and proposed by Mr. Forn~y could 

not be SUCC&se::t'ul. 

It may be that a gas oompany, ~roperly organ1ze~ and . 
honestl1 built and administered, could be made useful and pro­

fitable in Newman. 

~ere a.ppears in the present instanoe, however, to 

haTe been an effort to bring about the construction of an in­

ferior pl~.t of seoond-hand material at an lnflated valuation 

as the basis tor a future atock1saue. 

It 18 better that the people of Newman should wait 

for a time for a properly built and administered gas oompany 

than to have the present company tuen over and capitalized 

&t an unjustifiable figure. 

the ~p11eant has not yet submitted to this Commission 

fully what he aotually intends to do, nor has he shown his :finan­

oial ability to carry out this projeot &t Newman. 

Accordingly I reoommend the followiDg form of order: 

ORDER --- ... ~~ 
C. S. S. Forney having made application to this 

COmmission for an order preliminary to theiesue of a oer-
, 

ti:fioate tha.t public convenience and neaess1ty will require 
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corporation to be known as the Newman Gas C:oropany. 

Although the applicant offered to rely upon Mr. 

R&mmondts report, it appears' that Mr. Hammond has estimated 

that the venture 80S organized and proposed by Mr. Forney oould 

not be 8UCO&Sa:rul. 

It may be that a gas oompany, :properly organiz:ed and 

honestly built and administered, could be made useful and 1'ro­

~1table in N6Wm8Xl. 

~ere appears in the present instance, however. to 

have been an effort to bring about the oonstruction of an in­

ferior plant of seoond-hand material at an inflated vSluat10n 

as the basis for a future stock issue. 

It i8 better that the people of Newman should wait 

for a time for a properly built and administered gas company 

than to have the present com:pany t8ken over and cap1te.l.1zed 

at an unjustifiable figure. 

!he ~p11aant has not yet submitted to this Commission 

tully what he actually intends to do, nor has, he shown his finan­

oial ability to carry out this project &t Newman. 

Aooordingly I reoommend the following form of order: 

c. S. S. Forney having made application to this 

Commission for an order :prelimins.ry to the 1esuEt of a en-
, 

ti!icate that,public convenience and necessity will require 
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the exeroise by him of rights and priv11eg_. of a fraDChise 

for the construQt1on of a gas plant. and the sale of gaa in 

N.wmsn, Stanislaus County, 

.And eo hearing having been held and the CommiSSion 

being ~li' ad.viaed in the premi8es, for the reasons set out 

in the foregoing opinion, , 
I!r IS :a:E:RE:SY OWDED that the same be end 1 t i8 

he:reby denied. 

The foregoing opin1on and order are hereby approved 

and ordered tiled a8 the opinion and order of the R&ilroad . 
CommiSSion of the State of CeJ.1forn1a. 

Dated at Se.n FrancisQo, California, th1S~ 6bt.. day 

of Karcb, 19l6. 
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Conmis s1onera. 
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