CRIGHIAL

BEPCRE TEE RAILROAD COMMISSION
OF THE STATE OF CALIFORNIA.

Declsion Xo.
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In the matter of the application of
PACIFIC PUBLIC SERVICE CORPORATION
for certificate of yudlic convenience
snd necessity to furnish gas in the
counties of Mendocino and Sonoma; o
Issue stook and bonds: to yurchase
gas system of Tkish Gas Company and

of Tkiah Gas Compeny to soll saild
system.

APPLICATION
¥O. 3001

Ul P e Nt N N Nt e

Charles X. Maxnon for City of
- Tkish '
Pred W. MceCommell for City of
Healdsburg
Hoeflox, Cook & Snyder and George W.
Bishop for Applicant.

LOVELAND, Commissioner.

This is 2z application Dy Pacific Public Service
Corporation for an order authorizing petitioner to con-

struct snd operate an artificisl gzs system and distribtute
gas in cortain portions of Mendooino and Sonoms Counties.
Potitionoer also asks for authority to acquire the existing
gas plant and system of Ukish Gas Company at Ukiah, and
that s8ald Ukiah Gas Company be permitted to sell and oon~
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vey its said plant snd systen to prtitioner. Petitioner
farther aske for aunthority to issne 2nd sell certalin stooks
and bonds sud to execute a deed of trust or mortgage to se-
cure au authorized bond issue of $5,000,000.00, face value.

| Specifically the applicetion asks that the Conm-
mission meke its order upon each of tke following named
points:

1. Declaring that :Lt’ will, hereafter, upon ap-
plication, imeue & certificate that the present and Luture
public convenierce and neceesity roqu.:tré, and will ro‘qniro,
tl.mt:_aa.id PACIFIC PUBLIC SERVICE CORPORATION take over and
soquire the gemerating and distributing system of the Uklsh
Gas Compary, at Tkiak, Ca.iiror:d.a, and construct the pro-
posed ges generating and distriduting system covering the
territory between the towns of Preston and Windsor, and ad-
jacent territory, Sonoms County, Californis, as aforesaid,
upon such terms and conditions as it may designate, after
the sa1d PACIFIC PUBLIC SERVICE CORRPORATION shall have ob-
tained the franohises Lor whioch application has deen made.

2. Anthorizing Ukish Gas Company to sell and
PACIPIC FUBLIC SERVICE CORPORATION to purchase the afore-
sald gss system of said Ukish Gas Company at “Ukiah, Cali-
fornis. '

3. Authorizing the issue and szle of Fifteen
Tundred (1500) sbares of its ocapital stock of the par value
of One Eundred PLfty Thousand ($160,000.) Dollars. |

4. Authorizing the execution ani delivery of a

dead of trust or mortgage in substantially the form sub-
mi{tted herewitkh toc secure ar anthorized dond issme of five
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million ($5,000,000.) Dollars, par value, f£ive per cent,

forty year, 2irst mortgage bonds, and to issue and sell at
this time Three Hundred Thousand ($300,000.) Dollars, par
value of sald dDonlds at ninety per cent of par net.

5. Authorizing fxrom the proceeds "arining from the
sale and disposition of said Three Hundred Thousand ($300,000.)
Dollars yar value of said bonds, aend one hundred fifty thou-
sand (3150,000.) Dollars pexr valne of na.:-w. stook, the pur~
chase of the aforesaid gas properties, righte and franchises,
and. the payment o2 the construction of tke gas system be~
tween the towns of Preston and Windsor and adjacent terri-
tory, Sononh cwnt;r. Califorria.

Public hoar{_mga_ were held in this proceeding at
Cloverdsle, on June 28, 193.'!, and‘at San ?xfano'igco on Aungust
21, 1917, during the course of which evidence was intro-
duced on bebalf ofé‘potitioner and for the Commission.

- PetitionerT™s activities Ln‘-mnd.oci.no County will
be limited for the present, under the plan proposed, to sc-
gquiring the existing gas plant and system of Ukish Gas Com-
pary at Ukiak. Under the cirocunstances, the only bgno::ii
which conld scorme to the inhebitants of Uklsh and Mendo-
cino county,tll:xough this trapsaction wonld arise only ﬁ:ox_n
a more efficlent and progressive management of th:.'.n‘prop-
erty. This metter will De referred to later herein.

In Sonoma County petitioner proposes to install
azn oil gas generating plent et Hesldsburg and to diatrih;o
suck gas in Healdsdburg, Lytton, Geyserville, Asti, Clover-
dale and Preston to the north and to Windsor and interven~
ing terxritory to the soutk. It is plamned to oconnsct




these several conmunities with te proposed central plant at

Healdsburg by means of & single high preseure gas transmis-
sion line. . , o
Sonoma County with the exception of Santa Rosa,
Petaluma and Sebastopol and intervening t‘emtory supplied
Lfrom & central plant at Santa Rose is entirely without geea
service. | '
The plan of petitionmer contemplates the following

capital expenditure in acoordance with estimates prepared
by Mr. P. Co Millard.

TABLE RO. T

ESTTMATED C.&PI%&L- INVESTMERT
)
PACTFIC PUBLYC SERVICE CORPORATION

Existing gee plant and systen at Ukileh $45,870.156
Proposed extensions to Ukish g8 systen 5,842.48

Totel for Tkiah $51,712.64

Proposed gas plant at Healdsburg $62,286.90
Proposed H.P. Distriduting system at
' Healdsburg 56,514.41
Proposed 3 inch H.P. Transmission line '
Healdsbdurg to Cloverdale - 64,887.88
Proposed service cormeoctions from trans-
migsion line 8,282.40
Proposed E.P. Distributing syatenm at '
- Cloverdale 17,894.08
Proposed E.P. Distriduting system at
Preston 2,581.13
Proposed H.P. Distributing system at
Windsor 14,995.88

Potal $237,442.68
GRAND TOTAL $269,166.32

In connectlion with Application No. 2868 the Com-
mission’s engineers mede & valuation of the gas plant and
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system at Ukish as of April 1917. Ihis veluution réport,
which by stipulstion is to be considered as being in evidemce

in this proceeding, is summarized in the following table:

TABLE NO. II

COMMISSION'S APPRAISAT
54
UKILE GAS COMPANY
a3 of
sordl 1917.

‘ Estimated Cost to
Iten, Revroduce New

Landed Capital $ 1,000.00
Production Capital 18,249.00
Distribution Capital ' 21,030.00
General Capital : 586.00

Total $35,865.00

Ohe primcipal difreremce between the appraisal made
by the Commissiog's engineers and that preparéd by Mr. ¥, C.
Millard arises from the Zact that Mr. Millard allowed 21%
for ovsrhead construction expenditures, whereas the Commis~
sion'e engineers used 1l4%. Other important differences are
due to the fact that Mr. illerd inmcluded 33%,784.68 for smr-
vices from property line to meth installed at the expense
of corswumers, apd further iacluded an item of $3,555.00 Lor
paving over mains not peid Lor by the compsny.

There c¢sn be no question dbut that the report of <The
Commission’ & engineers represents more nearly the falr
value of this propexrty Lor the purpose of this application
than does the appraisél of Mr. Millard.

No evidencoe was introduced as to the depreciated




value of the Tkish Gas properties, but it is not prodadle
tkat the present condition of these properties would 6x~
ceed 80% of the cost to reproduce.

‘ As to the feasibility of pogitiomz;'s sombined
Ukkial and Sonoma County project, it is necessary to con-
pider the prodable result of opersting the properties as
planned. |

Petitioner proposes to establisk & uniform rate

of $1.50 per thousand cubic feet for all gas sold at Ukish
and in Sonoma County. The effect of this rate program |
would be to increase the present Ukish rates set forth in
the following table: | |

_MABLE NO. IXT

GAS RATES OF UKTIAE GAS COMPANY
REGULAR METER

5,000 ocu.ft. and less Dper Month ceeees $1.50 por M cru..:!t.
5,000 cu.ft. to 10,000 on.ft. pem MOee 136 ™ ™
10,000 " 16,000 ™ Veeo L2 T T i
15,000 v hd 30,000 n " M. 116 ™ ™ w
 PREPATYENT METER
15,000 on.ft. and over per month ees... $1.10 por X ou.ft.

Miniwum Charge 504 per Moxnth.

There is now pending before the Commisazion an sp-
Plication dy Uklah Gas Company for anthority to increase
the minimum charge for gas in Uklah from 50 cents to 31.00
axd any other propc;sed increase in rates and charges would
require 8 further application snd showing before the Com-
nission a8 required by law.




Mr. M{llard, for petitioner, estimates that 158

lew consumers can be aldded in Tkish making & total of 600
for that commmnity, and that the cost o‘: 8dding these new
consumers will be $5,842.48. It is mfhér estimated by
Mre Millard that the axmual revenue Per consumer supplied
from the Uldah system will be $32.00 sorresponding to an
annusl consumption of £1,333 cudic Lfeet of ga8 per oonsumer.
In petitioner's drief the estimated a.nnun.l Tovenune
Por consumer of $32.00 48 referred to and is urged 18 justi-
fied by the result of gas operations in Morsed, Maderi., Har-
Tord, Turlock and Modesto, all towns 4in the San Joagquin Vele
ley. A mmch more ressonadls basis of comparison is pointed
out by Mre We J. Hammond of the Commission’s Gas and Xleotrie
Department, whose estimates are bdased on the aotual expor-
lence in Ukiabh arnd in the next three nearest gas plants to
Ukiah, bPeing the plants at Santa Rosa, Nszpa and St. Helensa.
The average revenune and sales of gas per oonsumer
in the communities comsidered by Mr. Haumond are ss Zollows-

TABIE NO. IV

COVPARISON OF REVENUE AND SATES
Yor Year 1915

Average Revonue Average Gas
por Consumer Consammtion
City 3 ' per Consumer

TUkiah ’ $32 +01 15;,040 cn.ft.
Santa Rosa 24.60 17,000, =*
Napa ' 23.97 16,600 w7
3t. Helena 23.84 11,960 v

After careful comsideration I am of the opinion
that even with the most optimistic view of the situation

the probeble future ua.l_ea of gas in TUkiah will not exceed
-




16,400 cublc feet pé)r consumexr per year at an average rate
o2 $1.50 per 1,000 oubis feet, or an aversge sunual revenue
of $24.60 per consumer.

| On the basis of the above figures, which are amply
liberal, and sssuming that 600 consumers conld de odtained,
the anmal sales of g&s in Tkish would be 9,840,000 cubloe
feet, from which could dbe expected an axanal revenue of
$14,760.00. If the losses wore no greater per mile of main
than at present and the company uses are to. remsin the same
as during the year 1916, it wonld be necessary for peti-
tionexr to prodnce 10,925,000 cubic Leet of gas in the Ukiah
plant 1z order to realize the gross reverme of $14,760.00
above mentioned.

Xr. Millard estimates that the cost of orerating

the combined system will be 54% of the gross operating rev-
enue and apperently attempts to Justify this operating ratio

on the basis of the following xatkexxedaxhiing unit costs:

TABILE NO. V

ESTTMATED OPERATING COST OF GAS
PER 1000 CUBIC FEET S0ID _

Production Expense
Puel - 8 8&1’0 at $OCO“
$1.45 per barrel)
Lador :
Stean
Water
Miscellmneons .
Total Prodnotion Cost

Distribution Zxpense
Collections '
Office Expense
Total Cost Deliversd
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Quotations were submitted dy petitioner from the
Shell Company of California under date of Lnédst 31, 1917
and from the Union 01l Company of California under date of
August 28, 1917 indicating that the price of fnel oil as of
these dates was $1.45 por barrel fe.o.b. Martinez, San Pran-

ciaco or Oleum.

The present contract price of oil as purchased by

Ukiak Gas Compeny is $1.40 per barrel f.0.b. Ukiah.

A comparison of the actual cost of gas at Tkiah
exclusive of interest, depreciation, city ﬁaﬁchiu and state
taxes as roported for the yesr 1916. not ocorrected, and the
sorregponding estimate submitted dy Mr. M:.J.iazd. 18 shown in
the following tabulation:

TABIE ¥0. VI

COMPARISON OF ACTUAL COST OF GAS
AS PER ANRULL REFORN OF URITAH GAS CUMPANY
Yor year 1915
and
ESTIMATE OF F. C. MILIARD

Reported ' '
Actual Cost ¥illerd Eatimate
' por M Cu.ft. per X Cu.ft.
Iten sold 8014

Puel 041Y° $0.499 $0.272
Othoer Produnction Expenses 0.267 0.073
Total Production b {o {19 b {0 Py 2.3

Distribution, Commercial and
General Expense (Excluding

Taxes) §o.666 , $0.47

Total Operating Cost $1.422 $0.815

- It is interesting to note in commeotion with this
matter that lfr. ¥illard, in the face of the actual records
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at Tkish an& many other plants sirilarly ai.tuatoa., oB-
timates that only eight gallons of fuel oil 1is neces-
saxry for each 1000 ocubic feet of 600 B.T.U. gas sold.
Apgunming & nominal loss of 10% (which is approximately
30% less than the reported loss in Ukiash &uring 1916)
Wre Millerd's fuel 0il reqmircmente would correspond to
about 7-1f4 gallon; per 1000 cublic feet of gas merufac-
tereld, & racord which apparently bas never been equelod
in Celifornie for gae having & heeting value of 600
British Thermal Units por cubdbic foot. Mr. Millard's
testimony is either a most severe ceneure of present
day o1l gas manufeoture in Californisz or would m&ioato
an almoet inoconcelivatle lack of efficiency on the part
02 the nmanagers and operators of gas properties in this
stote. The Commigsion has heretofore investigated the
cost of comstruoting and operating many gas plants in
California and es & result of those investigations it
bas found nothing to indicate the degree of managerial
and operating incompeotence which mmst de apperent 1f Mr.
W1llsard's assusptiona are correct.

The Commicsion has seldon besn moved to a~
dopt any but the most lenlent attitude witk regard to
expert teatimony which im apparently bimsed or mislead-

irg ard hes at all times heaitated to question in 1ts
doéicions the motives or abllity 0L export witnees ap-
pearing before it. In this proceeding, however, I feel
Justified ir oalling attention to the fact that the evi-




dence introduced on behslf of petitioner as to prodable

revenues and expemses is entirely migleading. While X
an wawilling to assume that petitioner ras "ﬁoliberatoly
atteupted to misinform the cOmisoion,. I will) say frankly
that the evidence reforred to is of such & nature as to
roint to this conclusion, or, as the altema.tiye view-
point, 1t muet Do assumed to indicate a too superfioizl
atudy of the situation.

Bearing in mind the increased price which will
Probably have to be psid for fuel oil useld in the Ukish ‘
Plant after the expiration of the rresent contract and the
2% frsuchige tax whick will have to be paid to the City of
Ticlak in the ru.tpro, I an of the opinion that the maximurn
net revenue, which it is Teasonable t0 assume will be avail-
able for interest and depreciation from the operations of the
Ukiah Gas plent, will be $1,600.00,

Iz view of the facte above stated it would not be
proper for the 'cOn:m.‘L ssion to authorize the sale and yarchasge
of the properties of Tkish Gas Compeny under any plan by
which the pudlic is required to provide the necesssry Zunde,
eithor through the sale of stock or bonds.

With referonce to the proposed Sonoma County sys-
tem of petitioner, we may sssume for the uxpose of analysise,
and in view 02 the overhesd percentages used, that the es-
timste of petitioner that $217,442.68 will be required to
construct this system is substentially correct. Poti-
tioner's assumption as to the prodable rumber of consumers
vhick wounld be supplied from this Proyosed system, the




Prodable gas consumption psr consumer and the net revenue
waich would be available for interest and &deprecistion are
not warrsnted dy the faots.

The number of possible consumers to be supplied

witk gas from the proposed Healdsdurg plant are assumed by
petitionexr to be as follows:

-

TABLE NO. VII

ESTIMATED NUMBER OF CONSUMERS
10 BE SUPFLIED 1IN SONOMA COUNTY

(X 50 MIEIE, .

Egtimated Bst. No. of Congumers pex
Tocation Populstion Consumers 1000 Population

Eealdsburg 3,200 1,000 F12.5
Cloverdele 1,000 200 20040

Preston 100 26 , 260.0
Windsor 526 1560 2856.7

Sudb Total 4,825 1,376 Ave. 285.2
on rmnsmiaaioz; Iine ' 265
Total _ " 1,641

According to an anslyeis submitted by Mr. Fammond,
for the Commissfon, the average nmumber of coreumers supplied
in- 1916 by the four gas plants nearest to the proposed plant
at Healdsburg was q.‘bont 184 per 1000 of popmlation. The
highest nunber of consumers in proportion to the Poyulation
was in Napa where the poyrulatiorn is about 6.500 and where
1,329 oconsumers are supplied, or sbout 204 per 1000 ofroyu~
lation.

I am convinced that petitioner cannot ressomadly

expect, at least for & rmmber of years, to exceed the show-
ing made in Napa and or this basls the maximum number of ¢on~
suners to be secured in Hesldsburg, Clovexrlale, Preston anl
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Windsor would be 984. Assuming that petitioner has over-

~estimated the probable number of consumers along the trans-

mission line to the same extent that corsumers in the several

communities have clearly bepn overeetinmated, the number of
these consumers would be redmoed from 266 to 190. Tsing
the correoted. figures, the probdeble maximum rumber of con=-
suxers of gas to be supplied from potitioner's proposed
Sonome. County system would de 1,174 instead of 1,641.

¥r. ¥1llerd, Zor rotitioner, estimates the cost
of gas in the proposed Eesldsburg plant on the same basis
wbich hzs Lorein‘bo:foro been referred to in discussing the
situation st Ukish. This information is set forth in
Table Xo. V.

After coxrecting for the freight on 0il from tide~
water to Healdsburg, whick petitioner has appsrently over-
looked, and making other necessary modifications in peti- h
tioner's estimated cost of gas which have already been dis~
cussed in connection with the situstion at Ullak, I Zind
that £t would be unreasonsble to assume that 'che' net reveme,
available for interest and depreciation, from thg operation
of the proposed Somoma County system would exceed $7,300.00.

Consldering the ertire combined project.snd as.
sening that $259,160.16 represents the total caplitsl expen~
diture necessary, it is barely possidle that when 1,774 don~
sumere are conneoted a net earning, available for interest and
depreclation, of somewhat lesg than 3%% could be réalized.
uwnder presont conditions.

Public convenlerce and necessity does not and osn-
not require that private cepital engesge in 2 new pubdblic util-

| ity enterprise which is foredoomed to failure, nor can the
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pudlic reasonsdly expect the wee, except possibly dur-

ing time of nationzl emergency, of private property
acd capital without compensation. On the otber hand
12 public spirited or charitably inclined irvdiviéwals
or groups of individuals desire mumselfishly to Mto
thelr own wealtk to the public good, this COmmiuion,
as 2 public body, would be the last to oriticise hoh
sction. '

While, as I have already indicated, there is

- considerable doubt as to the practicadility of the exn~-
terprise, I have no desire to prevent applicant from .
carrying out its proposed dovelo:imont mov_idod‘ the Pro~-
motere of the enterprise feel confident of 1t3 success
axd are will to demomstrate suck confidence by invest-
ing at least $200,000 of their own money. The testi-
mony does not indicate thst tho/y m‘c'end'od to invest
any of thelr own funds.

I wonld recommend, under the circumstances,
that the final decision of the Commission herein be
postyoned for 60 days from date hgreo:f and that with-
in this pgr;od of 60 days the promoters of the enter-
prise szz'bzz;it rroof to the Commi ssion thet they are in
a position to invest at least $200,000 of their own




noney in the plant snd system to de purchased and con~

structed, and further, sre willing to make suck in-

vestment.

' The foregoing opinion is approved anl ordered

€11ed a8 the opinion of the Reilrosd Commission of the

State of California.

Dated at San Fravoisco, Californis, this /3174\'

&ay of September, 1917,
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Commlssloners.




