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We Ao Sutvherland, of Saort & Sutherland,
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DEVIIN, Commissionor.

QELIXIQ

Oz Januwary ©, 1910, Midlarnd Counties Public

Sexvice Corporstion, hercinafter desismated lidlend Core-

poration, filed its complaint herein against the Santa
Maria Ges and Power Comneny, nereinafter des igna ed Sante
Meria Company, and thereafter, to-wit: on Ilerch 9, 191%,

filed its amended complaint in the come matter. The




defendant, or February 35, 1915, filed its answer to
complalnent's original complaint, and on April 6, 1915,
filed ivs answer To complainani's amended complaint.

The amended complaint alleges in effect,

Flrst: . That complainent is engsged in the bdusi-
ness of manufactwring artificiel gas ond in supplying sueh
codmodity for domestic and other purposes %o the City
San Iuis Obispo and to tihc innabitants thereof and to
tein inhsbitants of the territory immediately adjacent to
the suburbve of cai - Sen Iuis Obispo, wndoer provexr
legal euthority:

Sceond: That the defeandant is, and for a long

time prior to the filing of zaid smended compleint hes

been cageged in the ousiness of selling and furnishing
natural gas for domectic and manufecturing purposecs in
the counticzs of San Iuis Obizyo and Scnta Barvars:
Third: That defendant is ongaged in extending
gion of naturel gasg
to the territory immediately Joining the City of San
Luls Obismo Lor the purvoce of plying netural gas

within tace territory corved by complaiznant with artifi-

sald City of San Iuis Obisyo
territory served by complainant with
not served with either natural or srti-
for any purpose by any other public utility of
like character, and that said territory iz now fully
covered by the plarnt and zystem of complainant;
Fifth: That defendant intends to wrocoed at
once to construct meins exd pipe lines in the City of San

Luis Obicpo and in the territory adjacent to said City




served by complaivant, without first procuring from the

Reilroad Commission a2 certificate of »ublic convenlence
and necessity;

Sixth: Thet compleins: ol and propoces
to cupply natural gos to ite comswmers, and has reguosted
defendant to £ix a rete at which defendant will supply
natural gas to complainant at the city limits of seld City
of Saxn Iwic Olicspo, but that defendant has Tailed, neglected
and refused;, and does fail, neglect and refuse to indicate
to compleinant any rate at which 1t will sell gas for *the
rurnoses aforesald to comnlainent;

Seventh: That urless defendent furnishes natural

complainant ot or near the eity limits of the City

Luis Obispo, whlich gas in turan would bde supnlied by

omplainant to its coasumers in seld City of San Iuis

Obispo, 1t will be necessery for comnlalinant to malke use of
defendant’s high prescure transmission lines for the »urpose
of conducting comnlainant's nstural gas to the City of San
Iuis Oblepe, or for compleinant to itself constrﬁct o high
vressure trunk line from the same source of supply to the
seid City of Sen Iuic Obicpo; end that such comstruction
will involve great and uwnnccessary cost and exvense o
complainant; and that »ublic convenience and necessity
would be served by the use by complainant of the lines of
defendant for the »urposcs mentioned.

Conplainant esks thet the Railrozd Commission
meke an order reouiring eithor, first, that the Santa Merias
Company furnish complainent with natural gas st the city
limite of the City of San Iuis Obicno, or,second,'that Sonte

ioria Compony carry complainant’s naturasl ges from the source




of supply %o the City of San Luis Qblspo.

On Jacuery 8, 1915, the Santa Maria Conpany
made application, under the provisions of Section 50 (¢)
of the Public Utilities Act, for a preliminary certificate
that public convenience and necessity require the exercise
Yy it of certain rights and privileges under a franchise
to e secured for the distridbution of naturel gas to tke
City of San Luis Qbispo wnd its inhabitants.

The mswer of the Santa Maria Company to com-
plainant's amended complaint denies all the material alle-
gations of the amended complaint, and alleges substantizlly
+he same matters as does the vetition in Application No.
1485. By its said answer, defendant questions the jurise-
diction of *he Commission and asks for the dismissal of
sald complaint.

On April 29, 1915, Vidland Corporation filed an
answer to and protested sgainst the granting of the sald
application of the Santa Maria Company, waich said answer
and protest admitted that the City of San Luis QObispe is

within the ferritory righifully entitled to enjoy the use

of natural gas; and that sald city is not now served with

natural gas; but alleres that for more than two years prior

to the filing of the application of the Santa NMaria Coxpany
the Midlan d Corporation had been negotiating in good faith
with the Santa Maris Company to the end that said City of

San Luis Obispo and the inhabitante thereof should be ser=-
ved with naitural gas by either the applicant or protestant;
alleging further thal negotiations were initiated by protes-
tent and nersistently carried on by protectant until December,
1914, during which month it Yecame apparent to protectant

that it would %e impossible to reach the eand sought by agree=-




zent with apnllicant.
The Ilidland Corporétion in its answer and
protest reecites the filing of its complaint in Cose No.
cage nereinbefore roferred to, and Mrther allecges
itz present plant for the menufaciure and distribution
X axtificlel gac at San Iuls Obhlspo was acguired by it
during the month of March, 1912, and that its plent. and
system at the time of its scquisition wes fairly adequate

for the purpose of supplying ertificial gas o the sald

clity and 4ts inhabitants. Protositant Furthor alleogos that
i1 has been its desire and intention ewer Sinee the seouisi-
tion of Ltz gald plant to fwnlsh natural gat to said Civly
San Zuls Obis ; rlant to suech uso as
for ag possible; and slleges the the month of Nowvember,
191z, it entered into negotietions with the Semta Naris Com-
rany, reciting somevwhet circumstantially detsillsz of such

negotiations: and elleges that without any feult on its naxrt

celd negotistions have failed. Srotestant further slleges

toat i thexre ic any reoasom for complaint on the part of the
irhabitante or the CLty of San Iuis Obismo concerning the
adecuacy of itc artific) served Iin said city, a5 get
Torth in Scnta lMeria Company's application, it iz due solely
and only to the delay incident to such negotistions ang %o
the Zailure of the partiec thereto to reach an apreement.
2rotestent denies thet the distridution of natursl ges 1s
with the distribution of eleetricity, and alleges
thet 1ts nlant and system now in use in Sen Luis Qbisno can
be used, and protestant intends to use the samo in the digtr-
bution of naturel gas in szid city, and thet whon zo used cat d

plent will asdequately supply sald city with natural gac; that




it heg invected in sgid plant and cystem a sum in excess
of $100,000, and that 1L applicant is permitied to exer-
cigse in soid city seld fronchisc o distridute natural
gas thereir, that protcctant will be forced to abandon
1ts plant and csysten, and that the exercise of seid fran-
chize by applicant will result in irreparable injury to
protestent and to the consumers of natural gas ol sald
City of Sen Iuic Obvicspo.

The first hearing on these matlters was held at
San Iuis Obispo on April 29th and 30%th, 1915, &t walcha
time it was stipulatcd that Application No. 1485 and Case

No. 747 be concolidated, and thereafter adjourned hearings

were held ot San Francisco covering several deys. After

+he introduction of all the covidence, bricfs were f£iled by
the recpeetive parties, the last brief being filed Novomber
5, 1915.

Thc ovidenco introduced by the parties embraced
en wnusuel emount of detall, including veluatvions,ccstimates,
mans end exnidite of various kinds, all of which exhibilis
rave been carefully checked by the Commission’s Ingincering
Deportment, spd thoroughly concldered.

During the hearings and in its brief-santa VMaria
Company devoted itself largely to the point ruised by its
answer tnat the Commission has no jurisdiction of vhe com=
»laint in Ceze No. 747, clainming that it has not at any
$ime and docz not now sell natural gosz To any city, towzn,
village, nrivete corporation or individual in this State
for the nurvose of resezle, but only sells such gag to con-
sumers 0¥ the some. Shat the Santa lsris Company hee not

ever enmeged in the selling of gss 0 any person, firm or




corporation for the purpose of resale, was, In my

opinion, thoroughly cstablished. AT the hearing tae

£ollowing question was propounded to IMr. Zaston,
sceretary ond manager of the Senta lMarlse Company:

"Cormiscioner Devlin: Ees the company 2t any
time since your comneccition with it sold ges to any
nerzson Lirm or individwal or znyone for the purpose
of resele?

™. Zacton: t hag not."
and later:

"Commissioner Devlin: Aro you going to pro-
duce enyone who hug beexr famliliar with the metheds
of the compeny from its orgenization, Ir. Thipple,
or will that Dhe disvuted? Do you know whether or
not' they hove ever bveen engeged in that business?

Mmoe. Sutherlend: Ue are not malking that con-
tention that they have ever been ongaged cexeopt
as Mr. Zeston caye end these negotlationc were
carried on looking to that.”

mThe negotictions referred to by Mr. Sutherland were the
negotietions for the purchate by the Sante Maria Company
of the Midland Corporatiion, hereinafter rofeorred to.

In my opinion 1t is cxtremely douwbtful if There
nas boen such o dedication of the facilities, commodity or
servico of tho Sonta lMeria Company to any uce which cone
templates the rosale by o compotitor. It appears to ne,
nowever, that the focts hercin ypresented ond nereinsfter
diseusscd are such that entitle Santa Marie Company <o &
certificate of nublic convonlence and necessity, and for
thot reason 1t it wrnecessary to pasg wp
of the extent of itc dedication of i
nodity and service.

Inasmuch, however, &8 comnsel for Midland Cor-

voration slleged thet the case of Tulare County Power.Company




vs. Sexn Jeeouin Licht and Power Corporation, No. 781,

s
v

Decicion 2260, of thiz Commizsion presents‘the seme
cuestion ac ic ralzed by Santa Maria Company concerning.
vhe dedicotion of itc facilities, 1T might be said thet
here is e marked distinction between these two cases.
In the Tulere case the question invelved was whether or
not the San Joacuin Company, by reason of the feilure of
vhe Tulare Compeny to pay for service under a contract
nroviously cntered inteo, could discontinue service. There
was no ouestion reised elther in the ploadings or at the
nearing ag to the jurisdiction of the Commiscion on the
grounds clleged By Sente Merie Compaxy. On the contrary,
the Sen Jowcguln Company, in paragraph 4 of its aonswoer,
nfver & recitel of the default on the part of the Tulare
Company, olleges:

"apon vayment of which swa defendent will

voluntarily reoumoe sorvice 02 electrie

energy o the complelinant undor the teyms

0% seld contract.”

Ior the sane reasgons that moke 1t uwmnceessary
to pass Linslly wpon the gquestion of the dedlcation of
the faecilities, commodity and service ¢f the Sante liaris
Compony £or the sale of 1ts commodity for the purpose of
recele, I think It wanecessary to »ess upon the objection

-

alleged by the Sante linrig Company thet its cheracter of
buciness ond method of conduweting same is such ag would
forbid o finding thet it has held iteelf out to furnish
lstrivution facilitice Lor the conveying of natuwral gas
a% o public service ac distinguished from its business of

conveying naturel ges for delivery 1o Ltc o consumers.




on Janusry 4, 1915, two dsys before the filing of the
Yidland Corporation's complaint nerein, Santa Maria Company

applied to tne City of San Luis Obispo for a [ranchise authore

izing it vo cupply natural gas to said City and ite inhabitants,

and thereafter, on April 19, 1915, the City Trustees finally
passed an ordinance granting such franchise to Santa Maria Companys
the application thercaffer became ancd now is one for the issuance
of a certificate of public convenience and nececsity after
franchise obtained.

The questiors raised by the complaint of ldland
Corporation, asking zn order ot this Commission directling
Santa Maria Company to deliver the gas at a rate to be
fixed by this Commission, or that complainant be permitted
to use its high pressure trunk linea for the purvose of
transxitiing natural gas, owned bty the complainant, to the
City of San Luis Obispo upon & re=zsonable compensation to
be fixed by the Commission, inclucde not only the legal issues
to whlch attention has hereinbefore been directed but also
include question of the reaconableness mnd propriety of
such orders under existing conditions. In the latter
reaspect they are very closely related to the questions
presented in the application of Santa llaria Company for
certificate of public convenience and neceasity.

This Commission has heretofore, notably in <the

cases of Pacifiec Gas and Flecetric Company ve. Great

Western Power Company, (Opinions mé Orders of the Railroad

Commicsion, Vol. 1, page 203), and In the matter of the

Avplication of Oro Rlectric Corvoraticn, etc., (Opinions

and Orders of the Railroad Commission, Vol. 2, page 748),
emphatically declared in favor of the policy of affording

protection to utitilitvies in the territory they are serving




when cuch utilities are rendering ¢fficient service at
vrover rates snd are Lulfilling adequoteoly the duties
which they owe to the public. In the declslon of the

Great Western FPower cuse we find this lenguege:

"It ic certalinly true that where the
territory ies gsorved by o utility which hes
pioneered in tho fie¢ld, and is rendering efficiont
and cheap service end is fulfilling sdegquatoly the
duty which, & a »ublic utility, it owes to tho
public, and the terrivory 1s so gonerally served
that 1t may be seld to have reached the polint of
saturation as repards the rarticulay commodity in
which such utvility deels, thern certainly the design

T dne low ig¢ that the utility shell be nrotected
within sueh ficld; but when any one of these con-
ditions ig lacking, tho »ubvlic convenlence may
ofter be cerved by wllowing competition to come in.™

And again in the same declsion the Commission says:

"If however, & territory iz comwletely
served end the uwtility has, o the best of ite
abilivy, given folir treatmont to its vatrons, os
alrecady intimated, thic Commission will be slow o
vermit u competitor to come into 1ts territory.”

In the Qro Electric case the Commission states

tae zame rule in tho following languagoe:
Tesennes & wice public molicy demonds

that utilitiesz which are doling their full duty to

the pwollic shall be treated with fairness, Justice

wnd liberality, and they shell receive such »ro-

teection to their investment as they may decorve....™

It wee not, however, the purpose of the Commiscion

in the cases last mentioned to declore or imply thet the
first wtility in the fileld would be protected angainst com-
petition simply deesuse it pionecored in that perticulax
torritory, regordless of the rnerformance of ites duties
end obligations Vo the mublic; on the contrary, in the

same declisions the Commission with empracis served notice

on uwtilities that they escumed the rick of competition

under awthority ol this Commission by neglocting to nerform

thoir full duties ag such utilities.




The following language, the meaning of which

n

was used in the Great Western decision:

P to all new wtilities we shall likewise
hold out the incentive that on the diucovcry by
them oI c*r;tory waich 12 not zccordnd reason-
able service wnd just ratec uncs may heve tho
p*;v;lcbc of ontcr~ng {rerein if Thoy ere will-
inz to sccord foir treatment to such territory.”

In the Oro decislon we find this language:

o, . e o 1f onother utility cenr, by roacon of
surerior natural adventages or pvatented proc-
ceses or other means, zive to the »ublic o
cervice a3 3004 as the existing wtility, ot
rates matoriclly leeze, the interesct of the
nublic must be deemed wnoramount sund the new
wLilit bty must beo ziven an onportunity to cerve
the public.”

The policy announced in these two decicions,
which nicht well be called the leading caces declded by
thic Commiscion touching the questions involved, was,in
the Qro case declarcd to be the nrinciples vhich would be
folloved in future cases in et fer o5 they are apnliceble
+0 the facte of thoce cases.

Par from devarting from oy modifying the policics,

rulece or »rincinles declered in the Two cases referred to,

th
I think these chould bve, and by this oninion and the order

hereinafter recommended, oroe reoffirmed.
Another very important Lfactor bearing upon the
determinntion of whevther or not an existing wvility hes

.

norlormed its full duty within the rules above quoted,

ig the period dwring which the exizting wtility has been
s ond the tinme of its endeavors to mune

by adeouately rerforming ite dutles.

ztititude of this Commission in this resnect

can not e beiter siuted than by again quoting from the




two decizions avove rederrcd to. In the Crest Vestern

deecision the followiny announcement wag made:
mather, 40 we announce the rule that only
wntil the time of threatened competition chall
the existing utility be sllowed to put itzeld
in such & mnosition with refexcnece to 1ts patrous,
that thic Commisgsion may find thav such patrons
are sdequately corved at reasonable rates.”

ind or the seme voint the Oro decisions speaks az follows:

"On the other nand, the California Commission,
unless pverticular circumstances call for o
different method of handling the problenm,
looks o the existing utility sz of the day
whoen the newcomer knoeks ot the door. If

the existing utility is ot that time fouwnd
not to0 be doing its duty to the sublie, tho
neweorer is permitted to enter.”

snd aﬁain the Oro decision declares:

“Yarthormore, the Commission hold in that case
tThat 1T would Judsmo the two utilities aes of

the dey when the new utility filed its ad-
plication with thilz Commission, so that a
whility desiring to be protocted In tho way
of compotition must do its full duty to the
vublic belfore and nov aXltor the newconmer
oeke at the door."
This brings us to tho application of the rules
and nrincirles oreviously declared by tals Commission 10
the rnarticular facts involved in the application snd case
before usg, in this regarde.
Seme thirty or forty witnesces, residents of the
City of Son Iuis Ovispo, were called by Ssnte Meris Compony
and all testifiod in offeet thot the gas service of the
1idland Corporation wes nost unsaticlactory snd nad been 80
ginee 1912. Thece witnoesses comprisod consumers of the gas
furnished by the Midlend Corporation Tor domestic axnd
commexcial purposez. Not 8 single witness wag produced
oy tke Midlond Coxmorcvion to teetify to sstiscfactory or

adegrate service. Cownzeldl for the lidland Corporation iz




effect admittod et the hearing thet the service had

been poor, and egein in ites brief we find this
langrage :
"It can not be denied that for some monshs

nrior to Ju¢y, 1924, the artificial gas service

0f the Midlend Countics 2ublic Serviee Coxrmoration

in the City of Saon Iuic 0bispo had been sllowed 4o

deteriorate.”
Midlend Corxporation did, however, offer evidonce %hat
during the month of July, 1914, lMr. 2. =. Walthal, one

f its seclstant goenmerel manesers, while in Sen Iuis

bispo on other business discovered that complaints were
being mede o the locel office concerning the gos service
rendered, and thet caunter to izstructions the locel mena-
ger wag making no report whatever to the general office of
the company; that an investigation was at onee instituted
end 1t was found that the local monag or had %0t only feailed
to report the complaints but had apparently mcde no ¢ffort
to maintalin any ctanderd of efficiency; that %he local
merager was thereupon divcharged and a capable gas exvert

ent Vo San Iuis Obispo to correet the Ltroudle.

Seginning in vhe mouth of July, 1914, end con-

tinuing until October of the same year, Midlend Corporation
did some work on its San Iuis Oblcpo system. The condition
0f the NMidlang »laent at Sun ILuig Obispro in July, 1914, wae
vadoubiedly rapldly aepproacking that of intolershle and hed
called forvh very zecuersl and very cmphatic protest from the
consumers. vhile the Compeny did meke some effort to improve
conditions, it mizht well be said that the loprovement was
commeratively smell considering the meguitude of the work

NECeSILry TC Zive Droner servicc.




There it no question whetever in my mind
the pvidence clearly establizihes the fact that the ser-
vice'supplied by the Xidlsmd Corporstion to ilc consumers
in Ssn Iuiz Obisyvo was from the time of taking over <tne
proverty 4n 1912 up to July, 1914, such as to merit the
vigorous protest it received from its consumers and thet
*he improvement broushit sbout by the work performecd between
July end October, 1914, fell far short of putting the plant

uen a condition ss would werrant the statement that it
o ite full duty to its consuxers.

Mo Midlend Corporstion, while practicelly ad-
mitting it8 fellure to give such SeIVICE s IS 1mposed
wpor 1% by law, would avoeld tho rezponzibility for its
default in thic rogaord by reason of negotiationsz which
hed been entered into between the Senta Merie Company end
the 14dlond Corporotion locoking to the purchuse by the
former company oL tho ges system of Midlund Corpoxation
at San Luis Qbisvo city.

The local ges menufacturing plent and distri-

vution cyctem in Sen Iuis Obiswo, formerly owned by the

Son Iuis G Blectric Company, cnyears from the rec-

ords oFf the Commission to hove been scquired in larch,
1912, by %he Coalinga Water and Zlectric Company, which

in turn was reorgenized «g the Midland Counties 2ublic
Service Corporation in September, 1913, under the same
ownershin. It appeors from vhe cvidence thev the prede-
cessor of the Midlend Cormoration had, in 1912, ingtituted
nogotiations wita the Sante Meria Company, acting through
Mr. Bezton, for the ssle of gas8 by the latter company to

the Midland's nrodecessor, to be resold by the latter In




Sen Iuis Obispe. These negotiatione, nowever, never
got teyomd the noint of drafting o contract which was
never executed and no ges wug ever sold thercunder.
Trercalfter, and hetweon 1912 and up to & short time Dbo-
fore tne filing of the epplication of the Santa Maric
Commaony herein, other negotietions were carried on be=-
tween the two compenlios, whieh arce parties nereto, the
propositions involved ir such negotiztions being as
followe:

(a). Thet the Midlend Cornoretion purchase
ges &t wholesale from Senta laria Company for distridu-

in San Iunig Qbisype;

(b)e Negotiations looking +to the purchase of

21l of the stock of the Sante Maria Company;

(¢c). DProposition of leasing to tho Sants lMaorie

g
Company the gaec plant and systen in San Iuis Oblspo;

(&). The nroposition of selling %o the Sante
Moric Compeny the ges plant and system in San Iuwis Obispo.

A great dool of testinmony was introduced by hoth
pervios bearing upon these various negotiations, wnd wagues-
tionably the position of the Midland Corporation ig, in these
cases, thot the Senie Morie Commseny, through its representsa-
tives in thece vorilous negotistions, had led the Midland Cor-
noration and its owners to believe that terms would be agreed
upon resulting in a leace or sale of the lddland's Sen Iuls
Obispo plant to the Santa IMaris Congidergble evi-
dence was also Introduced as to the price ot which ithe
4 éland Corporation offored to sell and the price which

Santa liaria Company wes willing to »ay.




That mekes thoce negotiations pertinent in
2363 43 thot the 1M dlsnd Cormoration, in eflect,
as an oxeuse Tor itz failure to perform itz duty
petrons ot Sen Iuis Obispo the fact thet is be- v
lieved that o zcle or leace would be consummeted, and
the strong insizwatiozn that the Santa lMarie Company wae
dolayiny the negotiations and really ond in fact hod no
intention of concummating some; and that sald negotiations

were corricd on by sald Scnta Mariao Company with the

apparent yurnoge of endeavoring to egree wpon the price of

tho propertics of the Mdland Coxporation, solely to exable

Santa Maerie Commeny %o complete ite trumk line from the
oilfields to the tomm limits of Sen Luiz Obispo.

T deem it to be of xmo specisl consegquence to this
Commigcion in determining the guestions involved herelin a8
to whether or mot the price offered, cven tentatively, by
the Santa llaria Company for the Midland propertice ot San
Tuis Obispo, wos sufficient or otherwise. Neither do I con-
sider it neccosary to review at length the various negotia-
tionz covering & period Ffrom 1912 to the ond of 19l4. To
do g0 would prodably be to repest the history of mony simi-
ler transections whcore Reen dusiness men are dealing at
erms-length with esch other, eack side endeavoring to drive
a8 good & bargain as pocsible, and it might fairly be sald
that the history of tho negotiations in this particular
metiter were not inconsictent witk the rules of business
coverning such transsetions. Yhat the Sente Marle Company
waz busidy engaged in extending ite trunlk line from the

oilfields to San Luis Obicpo was apparent to the Midland




Corporation; thet it was the nurvoce and nolicy of the

Sanve licris Company to cndeavor to market its gas at

Sen Iuis Obispo must have been egually cwperen®t; that the
Iidland Corporation would deduce from these circumstances

the conclusion thet in the event of = foilure of the nego-
tiations for lecese or sale that the Sonte Mariae Company

would endeavor to market i1ts prodwet in Saon Iuls Obisypo,
indevendently of the Midland Corporstion, it seems to ne

to be obviows. Nrom this follows the conclucsion that when

the Midlend Corporation neglected to peorform its duty to the
community of San Iuis 0bispo city, which it in effeet adnits
it did, it did so charged with 2 notice of the policy of tals
Comaiscion and with a lmowledge that the demands of the pudbliec
for o prover and adequste cervice would be the all important
Tector in & contest between the two companies, which the Mid-
land Corporstion must have felt would ultimately come, in the
event of fallure of szuch negotistions. Uhen, under these com~
ditions, vhe Iidland Corporation did defandt in its duties

10 the community, it did so at its hazard and cun not now be
properly reard to complain. lthis Commission would, I think,
be waverranted in cccevnting aé e cufficient excuze that offered
by the liidlend Corporation, ncmely, "we expected to arrive at
terms that were satisfactory to us. Ve risked our right to
prevent competition by Lfailing to perform our full duly to tke
public rather then mske such exvenditurcs ag were prover and

necessary to Tulfill our obligations.™ There mey, in some

instences, be sufficlent exeuse for o utility's defailt in the ¥

rerformence of its full duty, but it scems that in the present
instance sufficient eoxecuse for o manifest dofault does not
To axnounce the rule contended for by the Midland
ration would, in ny oninion, be subordinating the rights
of the public to proser and adecuate service to what the ser-
ving utility conceives to be ite proner basis of terms in &
contenmpnlated sale. In ny opinion, the righvs of the public

17. - O




adequate service .
to demand and receive from the utility/ore superior and should

ve go recognized by an utility in the conduct of its negotiations.
Scnto Maria Gas and Power Company was organ-

ized on Januory 7tn, 1907, by Mr. James . Goodwin,

menager of the 2Pinal Tome Qi1 Company and the Broolzhire

Cil Compaay, Mr. Paul O. Tictzen, Mr. M. Thornburg, Mr.

Thomecs B. Adem and Mr. Joln 2. Talker. During tho

year previous, Nr. James F. Goodwin had gecured, on

June 4th, & franchise from the Cownty of Santa Barbara,

and on Oc¢tober lst a fLranchise from the City of Santa

¥

Maria pernitting the consiruction and operation of
pipe lines Lor conveying o0il and gac from the Santa
lariae 01l Tields to Sonta ifaris and cextoin obther dics-

Santa Barbvara Coﬁnty. The objeect in organ-
izing the Santa laris Gas end Rower Company was to talke
over the Iranchise theretofore obtoined by Mr. James F.
Goodwin, and 2lso to acquire o contract which Mr.
Goodwin was to enter into with the Brookshire 0il Com-
rany, 0% which he wac the manager.

On February 16th, 1907, Mr. James F. Goodwin
entored into o contract with the Brookshire 0il Company
for all the natural gac produced by that compony in ex-
coss ol that necessary for its own operation for a per-
10d of ten (10) years at a flat price of Fifty (350.00)
‘Dollars ver month. Thiz contract was zssigned by Vr.
Goodwin To tho Santa Maria Gac and Power Company, and
in Yovember 1912, was modified by = second coniract in

walch tac 0il Company reserved the right to oxtract




from trhe gas, bofore delivery to the Santa Marias Com-
pany, al} cordensable hydro-carbons.  Delivery of
gas is to be made by the 0Oil Compﬁny at not less than
100 pounds precsure, and the Santa Maris Company a-
grees to take not less than 2,000,000 cubic feet per
- month for a period of ton years Lrom and after Febru-
ary 15tnh, 191%, et o price of five conts per 1,000
cubic feet based on an eight owice pressure. The
Sente Marie Company is given an option om all the gus
produced by the 0il Compony, but resorves the right
to 3ell to other persons any excess gas not required
by the gas company.

During March 1907, the trensmission pipe
line of the Santa Maria Company was completed fLrom tho
properties of the Brookshire 0il Compsny to the City
of Sants Maria, and gec was turned into the dictribvu-
tion maing in Santae Marie om Aprll 3rd, 1907.  Dur-
ing the first month's operation thirty counsumors were
sorved with natural sas.

In April 1909, a six inch pipe lince was con=-

gtructed from the propertics of the Pinal Dome 01l Com-

nany to the compressing station of the Saate NMaris Com-
pany, and o contract cntored inte for the purchase by
the latter from the former of natural gae produced by
the 01l Company. 02 November 22nd, 1912, 2 new

contract was cntered into between the Santa Maris




Company and the Pinal Dome 0il Company for tho pur-
chase and salo of all nefural gas »nroduced by the
0il Compeny in excess of that rcquired for its owm
uge, for o period of twonty years from Septomber
1910. DProvicion ig made in the contract
the Santa Variz Company shall take, provided
thoe 01l Company caon make deliveries, 2 mini-
mun oL 2,000,000 cubic feet pox ﬁonth from and af-
tor Soptember 1lst, 1915, and the Santa Marin Come
pany ic given prior right to all of the ges pro-
duced by the 0il Company. The 01l Company re=-
serves the right to extract 21l ligquifiable hydro-
arbons from the gac before delivery to the Sante

Maria Company, axd the lattexr agrees to pay to

the 011 Company for the gas purchased, $IOOoOO PGT
month to Seplember lst, 1915, snd theroaftor ot

tho rate of 5 conts pvor 1,000 cubie feet bazod on
an olght ouWNCe ProTourod.

‘ On July 1l4th, 1911, Mr. R. 2. Zacton en-
tered into a contract with the Urnion 01l Company
of Californin for the purchase by Zaston from the
0il Company ¢f all of the natural gos which Zaston
rogquired or may roguire for distribution and sale
in San Iuic Obicpo and Santa Barbara Couwnties.

The ainimum smount of ges wkich My. Baston was to
teke under the contract was 2,000,000 cubic Leet

poer month, exelucive of any goas delivered by Zaston




to the 0Ll Company. The 011 Company recerved the
right to such gas ag it required Lor its own oper-

atione ard also the right to extract, before delivery,

any condenceblo hydro~carbons which the gos may con-

tain as.it comes from the wolls. This contract
was later ascigned to the Santa lMaris Gas and Power
Company, and during Septembder 1911,the Santa Meris
Compaony extended 1ts field lines to +the properties
of the 0il Company for rcceiving the gas covered by
the contract.

Hoving sccured an adequate supply of naturgl
ges, the Santa Moria Company, during the summer of
1611, extended a four inch high »ressure gas line to
the town of Botteravia where the Plnal Dome 0il Com-
peayts refinery 1s located, and from Bettoravia a
two and one-half inch line was cxtonded zix and one-
half miles to Guadalupe.

On August 9th, 1911, the Santa Moris Company
gocured its San Iulis Oblspo County franchiso.

In Decombor 1911, construction work was com-
menced on tho four inech high pressure line from Ssnta
Maris across the Santa Maria River into San Iuis
Obispyo Couwnty. The river croccing at thic point

2id 2t o depth of sixteen foet in the river sands,
deserves special mention due to the faet that it has
withstood simeo its installation, two of tho moct

severe floods end high water conditions in the




history of Sante Barbors and San Iuis Obispo Comnties.
Tho last of these high water periods, scarcely o month
past, was one of the most severe tests to which any
struecture could be gubjeeted wnder operating condi-
tions. The faet that the river crossing success-
fully withstood the cxtreme high water referrcd to,
spveaks well for the stability of the coanstruction

in general.

Oun Avgust 7th, 1912, o franchise wes secured
by the Santa Maria Comvany for a gos distridbution
cystem in the City of Arroyo Grande, and in Septem-
bor of that year tho four ineh transmission line
wes completed from Santa Maria to that point and
natural gas was being supplied to the inhabitants
of Arroyo Grande. Along this line gas ig also
supplied in Nipomo and Los Berros aond to the Union
il Company's oil pumping plants at Santa Maria
River Bank and Summit. Other large users of gas
from thic line wero the Domestic Water Comrany and
the Midland Counties Public Scrvice Corporation at
Sante Maria.

In Septomber 1914, the Santa Maria Company

procecled with the construction of ite high prec-

gure line Lrom Lrroyo Crande to the City of San Iuis
Obispo, o distance of 11-1/2 miles. This line was

completed to a point approximately 1-3/4 milos from




the city limits of the City of San ILulc Obispo
duriags the latter part of 1914, and for this
latter distance the pive was distridbuted pre-
porctory to laying. Thig line consists of a-
bout 9,850 foet of 4 inch pipe and abous 52,834
feet of 4-1/2 inech pive.

Defendant presented the valuwetion of
1ts properties by Mr. P. C. Millerd in which both
operative and non~operative physical properties
are volued at U299,280.28. According to the
amual report of defondant to the Commission, tho
book cost or the sctual iavestment in thic some
property is $219,580.50. A comparison of these

two reports iz given in the following tadulation:

N




COMPARISON OF VALUATION AND BOQI COST

Santa Maria Ges and Power Comnany

.01 1lerd Company's
Valuation 300k Value

Peb.16,1915 Dec.31,1914 Differcnce

Real Estate:

Yon-Operative $ 12 700.00) |
Operative 5 620.00) = 13 740.00 & 4 580.00
Buildings & Fixtures 14 358.25 & 923.41 5 434.84
Plent lMachinery and
Zouipnment 37 895.40 24 437.65 3 457.75
ueters
Consurmers ietere S $24.65) 9 880.63 385.98
tation Meters 870.00)
Pipe Lines:
Sta.laria L.P.Tomm
Line 30 018.94 15 846.60 14 172.34
Low Prossurc Towmm .
Line Nipomo 1 £59.80 781.28 1l 058.5%2
Low Prescure Town
Line., Guadalupe 4 912.32 746,15 4 166.19
Lom Precsure Tom
Line, Retteravia 1 840.68 102,53 1 738.15
Low Pressurc Tomm
Line,irroyo Grande 7 0R28.54 3 953.99 S 974.55
Service Conctruction:
(Services & Regulators)
Santa Meria 9 569.64 7 838.06
Arroyo Grande 1 699.01 .1 887.36
Tipomo 465,355 352.29 4 252.37
Guadalupe 1 347.21 1 886.44
Betteravia 567.63 781.16
On E.P. Lines o 351.84
Z.P.lines:
Minal Zxtension 5 224.202
Brookshire Extonsion 259.01
Bevtteravia -~ Guadalupe
Line 25 609.52
Union 0il Extension 2 157.54
24

=)
N




COMPARISON OF VATUATION AND BQOX COST

Sante Maria Cas and Power Comvany (Contd.)

T.C.Millard Comvwany's
TValunation Book Valuo
Peha16,1915 Doe.dl,1914 Diffarcncee

-

E.P.Lines: (Cont'd.)
River Line w9 291.45
Sen Iuis Service Const.®l32 273.28Yy & 388.86
Telopyhone Line 20.38
H.P.t0 Santa Maria 18 764.96
San Iuiszs No.l ILine 27 663.35,
San Tuizs No. 2 Iine 24 720.35)
Tield Collection
Syeten 10 481.35 '
Avtomobiles,Zte. 2 557.50 557.50
Matoriel & Supplies
on haond. 10 643.66 ¥ 4 439.06 204.60

notal Meneibleo Values w299 280.28 219 580,59 579 699.69
Intongidle Values 52 330.27 330.27

Grand Total $299 280.28 251 910.86 BT 369.42

* @rom Balance Sheet.

The Qifference between the two figures oXe
clucivo of intangidle capital, which iz an arbitrary
velue sttached to an ovsoleto coutract for which
ctock wag izsucd to one of the diroctors of the Com-

pony, is $79,699.69 or 36.2 per cont in oxcoss of tho




actual invesctmont. Althoush the Commission 1s not
time parvicularly intereszted in the valuation
v's property except in order to detormine
111ty of soid defendant to supply ndtural £as

to the consumors of San Luis Obispo at rcasonabdle

rates, I feol that defondant should bhe warned -

gainst the prosentation 0f such orroucous reports.

This voluation cannot be accopted vy the Commission.
The ratec charged Lor natural gas in the

territory served by the Santa LMaria Company are asg

followms:

RATSS WOR NATURAL GAS

SANTA MARIA GAS AND 2POTER COMPANY

Schedule No. 1

Santa Mariz and Orcultt Road
Domestic and Small Commercial Consumers:

©1.00 per 1,000 cu.ft. No Discount.

Minimuwa Monvaly Charge $1.00

Sehedule No. 8

Commercial and Industrial Coazumers
veing between 20,000 and 35,000 cu.ft. per moxnth

-

$.60 per 1,000 cu.ft. No Discount.

Minimum Monthly Charge ©12.00




RATIS TOR WATURAL GAS

SANTA IIARIA GAS AND POTER COMPANY (Cont'd.)

Sehodule No. 3

Genoral
Commercial and Iadustrial Consumers
using in cxecoss of 35,000 cu.ft. per month

l

& .50 per 1,000 eu.ft. No Discount.

Minimum Monthly Charge $17.50

Sehedule No. 4

Genersal
Schools and Publie Lidbraries

W .75 poer 1,000 cu.ft. Mo Discouvat

Minimum Monthly Cherge 75¢

Schednle Wo. 5

Free sorvice Yo churches and places of worship.

Sechedule No. 6

Special Boiler Rate
Surplus Gos Only.

rmonthly consumption up to 100,000 cu.ft. 20¢ per M.cu.ft
noatialy consumption from 100,000 to 250,000 cu.ft. 15¢ per M.cu.ft.
monthly consumption from 250,000 to 1,000000 ecu.ft. 12%¢ per M.cu.ft

r monthly concumption in excess of 1,000,000 cu.ft. 104 per M.en.ot
Minimum monthly Charge $40.00

Service may be discontinued ot option of Gas Company
upoa reagonsble notico. Concuzer aszumes all re-
Sponsibility for injury or damage t0 persons or
PrOpervy. '




RATES TOR VATUZRAL GAS

SANDA WARIA CAS AND DPOWER COMPANY

Sehoedulo No. 7.

Genaerel Service Santa Barbara and San Iuils
QObicpo Counties  Domestic and Small
Consunexrs.

51.25 per 1,000 cu.ft. o Discount.

Minimum monthly charge  §1.25

Sechedule No. 8

Gonoxral
Special Incubator Zates

¥ .75 per 1,000 cu.ft. No Discount.

Ninimum Monthly Charge 75¢

Sehedule Vo. 9

Special Hate Union Suzar Company
Betteravia
Domostic and Commercial Conzumers

“

2«45 por 1,000 cu.it. No Discount.

¥o Minimum Charge

Schedule No. 10

General Gac Engine Scervice

montaly concumetion up to 300,000 cuw.ft. 50¢ per M.cu.Lt.
monthly consumption in execess of 300,000 cu.ft. 30¢ per il.cu.ft.

Minimun Moathly Charge 507




Street lighting service 1s supplied at a
. s N
rato of $2.50 por month per 1ight.
L spocial rate of 75 conts per 1,000 cubie
Toct made to moat shops and butchors for the rendering
of lard and tallow vhere the consumption is not less

than 10,000 cubic foot mpor month.

RATE BOR NATUZAL GAS TN ATROYO CRANDE

APPLICARBLY 10 DOiTSTIC ANWD SMATLL COMUERCIAL CONSUMER

Prior to Lumust lst, 1915

SANDA MARIA GAS AND POWER COLPANY

l.cueft, for the Lirst 2,000 cu.ft.per nonth
M.ew.Tt. for 2ll gas used in exeess of
2,000 cu.ft.ver month.

Minimum Monthly Charge $1.35

The prosent rates for artificial gac in cof-

foct in San Iuic Obispo wore Tfixoed by city ordinance

on June 27th, 1914, and are ac follows:




Artificial saz furnizhed for gny purpose:

Tor the first three thousand (3000) cubic
feot concumcd in one month, the rate shall
be One =nd 25-100 ($1.25) Dollars for cach
onc thousand (1000) eubic feet consumed.
Tor gat consumed in onc moath in execss of
tarce thousand (3000) cubic fect and not in
excess of fourtcen thousand (14,000) cubic
foot, the rate chall be One and 15-100
(51.15) Dollars For cach ono thousaend cu-
bi¢ fect consumed. Tor gat conswned in
one nonth in excess of fourteen thousand
(14,000) cubic feot cnd not in oxcess of
twenty-Lour thousond {24,000) cubic Lcet,
the rate ghall be Oume and 10-100 (§1.10)
Tollars For cach one thousand (1000) cu-
bie fect consumed. Por gac consumed
in oze moath in oxcess of tweaty-Tour
thousaond (24,000) cubic feet, vhe rxate
shall be One (&1.00) Dollaer Lor cach one
thousaad (1000) cubic fect coasumed. The
ainimam rate for mac furnished during any
month shall be One (§1.00) Doller.

The ahove rates were f£iled by the lidland
Counties Corvoration as the elfective rates in the
City of €an Iuis Obispo L{rom July lst, 1914.

In couneetion with the matter of rates, I
guote *ho Tollowing from the report of our gas and

eleetrical engincer:

"It should be underctood that the wtilivy
of & gas i, ag ig the case with other
fuels, directly wroportionzl to its
noaving value. This heating value isg
exvresced in terms of Sritish thormal
aunite (3.72.U.) per cubic foot of gas,-
e B.0.U. beines that quantity of hent
walch ig regquired to raice the tempoxr-
ature of one pound of water one degrece




Tahrenheit and 1tc mechanical equive-
lent is 778 It.-1bs. of energy. A
consumer who dbuys 1,000 cubic feet of
ordinary srtificial pac received ap-
proximately 600,000 B2.2.U. in heat,
wnereas if ac buys 1,000 cubic Leet
02 netural pac ke receives sonrevwhat
in excess of 1,000,000 3.2.U., and
. although the quantity which passes
tharough and is measurecd by hics meter
ig the same in both eases, the effi-
ciency of the natursl gas is some
66-2/3 ver cent in execess of that of
the artificial pac. In other words,
in order to perform the same service
the consumer will require 40 per
cont less notural pos than artifi-
cial gas, and at the same rate por
1,000 cubic feet, his »ill, if he
uses nstvral gas, will amount only
to about 60 per cent of what it
would be 1f he had used artificial
gas.”

It would apnear fii the introduction of
natural gas at tho same rete in o territory there-
vofore supvlied with artificial gas 1g in effect
a reduction in rates. However, 1t apnears from
an analysis of defendant’'s revenue and expense
and the careful computations of cost by our en-
gineers, that the rates for natural gas in San
Iuis Obispo should not exceed the rate in offect

in the City of Santa Maris for like service.

T oubmit the folfoming domm of order.




O RDER.

¥Yidland Counties Public Service Coryporation
having filed its complaint againet the Santa Maria
Gas and Power Company and the Santa laria Gas and
Power Comypany having filed its answer 0 the come
plant, and Santa Mariza Gas and Power Company having
made application under the provisions in Sectiion 50
of the Public Utilities Act for a certificate that
public convernience and necessity require ihe exercise
by it of certain rights and privileges under a frane-

chice %o be secured for the distridbution of natural

gas in the City of San Luis Obispo, and Midland Counties

Corvoration naving filed an =answer To and proiest against
the granting of the said application of the Sanis Maria
Gas and Power Company, and said procédedinge having
been consolidated by stipulation of the respective
parties, and 2 public hearing having been held and the
caoe and application having been submitted and now
being ready for decision, anc the Commission finding
ag a fact that public convenience and necessity Te=
guire and will require the exercise by the zald Santa
Maria Gas and Power Company of the rights and privileges
granted to it by Ordinmance No. 43 (N.S.) of the City
of San Luis Obispo, finally passed on the 15th day
of April, 1915, anc basing its order herein upon
;he foregoing finding of fact, and the findings of
fact which are contained in the opinion which precedes
thils oxder,

IT IS HEREEY ORIERED that the complaint of the

Midland Counties Public Service Corversaticn herein be




and *the some is hereby dismiased, and
IT IS FPURTHER ORDERED AND DECLARED that

pubtlic convenience and necessity require and will
require the exercise by the Santa Maria Gas and
Power Company of rignts and privileges granted to
it by Ordinance Yo. 43 (N.S.) of the City of San
Iuis Obispo, finally passed on the 19th day of
April, 19156; provided, however, tiat the sald
Santa arin Gas and Power Comwpany shall first
Tile with this Comulssion a stipulation to the
folloving effect:

First: DTeclaring that Santa Maria Gas
and Fower Company, ite successors and assigns,
rill never claim before the Railroad Come
mission or any court or other public boly o
value for sald rights and privileges granted
ty said Ordinance No. 43 (N.S.) of said City
of San Luis Obispo in excess of the actual cozt
to Santa Maria Gas and Power Company to acquire
the said rights and privileges;

Second: That the natural gas to be fur-
rished by said Santa Maria Gas and Power Company
o “he said City of 3an Luis Obispo and the ine
habitants thereof chall be of the same quality

s that distrituted Ly the said company to its

patrons and consumers in other <territory supplied

Ty its
Taird: That the rates to be charged dy
the sald Santa Naria Gas and Power Company for

natural gas distrituted and sold by 1t to the




San Luis Obispo and to the inhabitants

ohall not exceed the rates in effect in
the City of Santa Maris for like service, unless
and watil this Commission shall authorize a rate
for such gae so0ld %o the City of San Luis Obispo
amd the inhabitants thereof in excess of the rate
in effect in the City of Santa Maria for like ser=-

vice.

And after tue filing of such stipulation the
Santa Maris Gas and Power Corpany shall receive frox

+vi s Cormi ssion o supplemental order declaring that

such stipulation,in form satisfactory to this Com-

migsion, has been filed as herein and hereby directed.

The foregoing opinion and order are hereby ap=-
proved and ordered filed as the opinion and order of
the Rallroad Commission of the State of Californiz.

Tated at Saa Francisco, thi s 42y day of April,

Virie BSP

., kv

Commi sgioners.




