ORIGIHAL

BRFORE THE RAILROAD COMMISSION
OF THE STATE OF CATIFORNIA.

Dooiaion Noe«

A GF7ON uoIsIZeq

In tke Matter of the Application of
CENTRAY CALITORNIL GAS COUPANTY, &
corporation, for an order that there-
after & certificate will issue Lind-
ing thet public convenience and
necessity will be eubserved dy the
exorcise by Central California Cas
Coxpany ozﬁfmnchigoa in th; 00%1:193
of Xern, are exnd Xings, Lor the
construction of a natural ges trans- APPLICATION
mission aystem extending from Hillmsn No. 2812.
Compressor Station of the Standard :
01l Company, located on Section I6,

Township 31 South, Range 23 Esst, in

Xern Comnty, north to Corcoran in

Xings County to Hanford in

County and to Tulare in Tulare County,

said franchises having heretolore

beexn applied for.

LOVELAND AND DEVIIN, Commissioners.

OPIXTION

This 18 an a.pylica;ion of the Central
Californie Gas Compary asking for a certificate from
tbis Commission that the present or future public




convenience ard neoessity require or will require
the construction of a transmission system to condunct
vatural gos from the Kern County oll fields and de-
ilver the same 1n the communities of Corcoran snd
Fanford, Eings County, and Tulsre and I’ortorvﬂlq
and othez: torritory now being served with artificiel
ges by the spplicent in Tulare Coumntye ]

The 2llegations set forth in this applica~
tion are substantially as follows: ,

Applicsnt 13 now mmmcfu.rmg artifiolal
ges Lfrom 01l secured at a price considersdly lower
than the present market wnder & contract which will
expire in September 1917, ani the Hanford Ges and
Power Company is supplying the City of Hanford uﬂ_:‘
ges made from.-oll purchased wnder & similar contract
whick will expire in December 1917. At' tbe pres~
ent market price of oil the applicant’s mam::actuﬁng
cost, based on its present output, will de incressed
n;éon the termination of this contract by approximate~
1y $12,000 per yesr and likewise the operating costs
of the Hanford Gas and Power Company will be approx-.
mtoly.t;.ooox grester per aumnum than. they are at

?r.ﬂm‘t .

The app‘.l:icuit- alleges that in order to

avoid the necessity of applying for a corresponding
increase in rates, it proposes to tring xatural ges

L J




from the Kexn Cowaty oil f1elds to serve its omn
territory and slsc to sell natural gas wholesale to
the Hanford Gas and Power Company.  Applicsat
further alleges that due to the greater heating val-
ue of naturz]l gas it would de cheaper at the same
price than artificisl gse, and for this reason sp-
Plicant believes that, together with the - Hanford
Gae and Power Compsxy, 1t can develop a market in
Tulare 4nd "Ki;nga Counties for three hmmdred million
(300,000,000} cudic feot of natursl gas per year,
end. estimates that tho saving therefrom to the people
gerveld will amount to spproximately $100,000- per an-
zom in foel expexse. '

Based on. the amount expended 'by the e:ppli-
cant in the mam:aomo oZ artifiolial gas in 1916,
which was about $36,000. applicant -estimates that
the cont of an equal amount of nat'u::al, ges, assuning
the full use of the proposed 'u'amisas.dn systen,
would be about $16,000, resulting in & ssving of
320,000 per year at the present oontract price of |
01l, or about $56,000 per year at the present market
Price of oil, aud for these reasons states its De-
11ef that two-thirds of the cost of the proposed
transmission system can be realized 'Sy it 1n fLive

Joarse.

Public hearings were held in this prooee;l-
“ing at San Francisco, and it was finslly sabmitted




on June 151'.11, 1917. Applicant offered in evidence
& report contsining estimstes of the cost of instal-
1ing the proposed transxdssion system and of the in-
cressed sales and modifications of ite operating ex.
penses which would be offocted theredby. According

to this report 253,440 feet of 4 inch pipe is to be

instelled at s cost of Zb cents per foot, or a total
cost of $88,704. A 760,000 oubic foot gas holder
is to De pﬁrohaaed and instelled gt Visalla at a
cost of $35,000, end snother holder'of 200,000 cubdle
feot capacity is to De installed 2t 2ortqrvillo at
an estimeted cost of $13,000. These three items
constitute approximately 90 per cent of the 3152.304,
which 1s the totel eetimated cost of the improvements
wh;oh the applicant herein is asking for aunthority to
constrnot. '

No convincing evidexce was introduced to in-
dicate applicant's ebility to obiedn.and erect th;.’s
equipment at the costs as estimated. Paling into
acoount the prosoﬁt market prices snd avad.labils.ty'of'
material, we are inclined to believe that the aystem_ :
as proposed :could not be comstrusted except &t an ex- -
perse 80 great that the fixed charges wonM malke tho
oost of natural gas delivered by tﬁ:ta systex: covsid-
ersbly more than the oost of artificisl gas, even at
the present high market price of oil. It must




alno be noted that.applicant has falleld to present
evidence of such & nature that the Commission would
be justiffed in assuming that a merket for 300,000,000
cubic feet of gas yearly oan be developed in the xear
foture. The sales of the Central Californis Gas
Company were oxnly 80-,266;4_00 oubic feet in 1916, 2und
those of the Hanford Company were 14,428,000 cubic
foot, making a total of oombined sales of 94,594,400
cubdlc feet having a hesting value of approximevely
600- Betene per cublc foot. In this comnection it
shonld be pointed out that the Immediate effeot of
introducing natursl gas would be to reduce the pres-
ent rate of consumption approximately 40 por cent
because of the higher heating value of the natural
pro{lnot as ocompared with artificisl g2s. The 16~ -
sult would apparently be an inmpd.iatc falling off

in the quantity of gas sold from sbout 80,000,000
cubic feet to spproximately 48,000,000 cudic feet.
Whether or mot the present average volume of gas
used per consumer would be equeled or exceeded ixn
the future would depend largely upon the price at
wkich the gaes could be sold. ‘.Lt any event, it

is proba.b;to that the cost to aprlicant of na.tural

ges delivered to present comsumers would, for &'

time at legtatf'. consideradbly exceed the cost of ar-
tificial gas por unit of volnme. Applicant would,




under such circumstances, bde forced to choose between
the nooeéa:!.ty of transaceting its dusiness at 2 loas
during a new development period, o:.? of applying for
an incresse :l.n rates to compensate for the Teluction
in its gross sales.

Appuoant hae defaulted in making ‘payment
of certain sinking fund and intereut odligations un-
der 1ts trust deed, and there was introduced at the
bearing by applicant a copy of & roport of the lLos
Angeles Trust snd Savings Benk reoifbing. such defzult.
Under the terms of the trust sgreement foreclosure
proceedings may be commenced at any time, and in fact
guch procesdings are, accordizg to applicant, now
thresatening. Considering app':\.icant' B ﬁ?ancial
condition, it wonld appear that grave difficulties
would, in &1l prodability, be emcouxtered in finan-
cing snph- & proJect as that proposed even if the
project were Aen‘t.ﬁ'ely fossible.  Becaunse of these
Gifficulties _‘a.nd. Lor tﬁe forther resson. thet eppli-
cant's patTons 4n-Iwiere-Geunty are entitled to
eaxly relief from service conditions whick appear 40
be most vnsatisfactory, we doubt the viadqm, of ';mao:r:-
ta.ld.ng an entirely new project at this t:l.me. wé
gre not convinced, nor does the evidence justify the
assuxption, that the benefi{ts whioch applicant antici-

yates from the introduction of matural gas ocan be.




reslized, st least for several yeare to come.

Having the best interests of the texrritory in mind,
we cannot, upon the ’proaont ahowmgf, ro.comend that
applicant de authorized to embark upon the new and
comparstively expensive entorpriao. Proposed, because,
in the event o: failure, applioaﬁt wonld in all ;prp-'b-
ability be incapacitated from meoting the immediate
requirements of present and prospesctive consumers.
Vhile, 23 we bave already indiocated, we

* Bave considerable doubt as to the feasibility of
’tho," projeot #s outlined by applicant, we have no de-
sire to foreclose spplicant from presenting farther
information in sapport of the potition_heroin.

For the rouons stated, we would recommend that the
2inal decielon of the Commission herein 'bo'poct:po'n—
ed for thirty days from the date hereof, and that
within this pericd of thirty days appucanf' procure
and file with the Coumiseion the :folloung,dnt:a:

1. Definite quotation signed by present
owner, or 4uly authorized agent of
prasent owner, showing location and
quantity of natural gas avallable,
together with price thereof and
availability with reference to date
oZ dolivery.

2. A description of the necessary pipe,
said description to include size,
condition as to whether new or
second-hand, loocation, quantity,
and qnotation of price thoroo:t




delivered, with place of delivery
designated, 881d quotation to be
signed by the present owner, or dnly
authorized agent of the present
owner of such pipe.

& quotation, inclunding a description,
of the major units of the proposed
compreasor stations, giving present
location of suck motors and compres~
sors, name of owner, date that same
could be delivereld and definite
cost thereof, such quotation to be
gigreld by the present owner, or
duly suthoriszed sgoent of the present
ownexr of saild motors and compresaors-

~ Quotation as to cost of holders ,Which
quotation shsll include the present
location, capacity, condition with
reference to being new or seconld-
hand, date that same couwld dbe deliv-
oxred and cost thereof, which quota~
tion shall De ai?ed. by present
omer of such holders, or duly au-
thorized agent of such owner, to~
goether with definite propossl to de
signed by party mseking such propossl,
showing cost of dismantling snd re-
orecting ssild holders, 1f eald hold-~
erg are now in use.

A deotalled estimate of probadble gas
congsumption based on & comprehensive
survey of the territory whick it is
coxrtain that gpplicant will serve if
permitied to construct the prorosed
ges transmizsion line.

A definite statement of the price at
whick applicant proposes to supply
zatural gas to consumers until such
tine a8 rates &re estabdlished for
guch service by the Commfiesion.

If the above information is not eubpuod.
to the Commission in writing by spplicant within




thirty days Lfrom tha dste hereof, we will have no
recourse other than to recommend .tha.;b the applioa~
tion herein be dismiesed, 1n which event 4t will

be neceagaxry tq- ueei: reliof from present uns#ti’p:tac-—
tory service conditiomns in ebme other mannexr than
proposed. | |

The foregoing Opinion is h;aro'by app_réved.
and ordexed filed as the opinion of the ‘Bailroad
Commission of the Stete of California. _
Dated at San Francisco, California, this 2/‘-’*}-
day of July 1917.
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