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‘E. H. Trowbridge =anéd Earry J. Bauer for Southern Caleorn-a
. Edison- Comnany and, Long Zeach Comszolidated Gas Companj.u-
F. S. Wade Tfor Southern Countiez Gas Company. '
R. P. <teson for Vestern Fuel, Gas and Power Company.,
William latsor for Honolulu Conaolxda ved 01l Compony.
E. C." Booth for Southern Pacitic Railroal Company, Kern. Tradmng
and 01l Combanj and Aseoclated 011 Conpany. -
John Martin, in propria persons. o
William G.. .Kerckhoff, in proyria persona. ‘
Albert Lee Stephens, City “rorney,  and Howard Robertson.‘
Assxstanv City ‘Attorney, for Cxty of Los: Angcles.“ -
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TEELEN snd GORDON, Commissidner's, \
‘eRIxIo:
In;a ;a an 1nvcntigatzon on the Railroad Commzssion'a own,
‘ ;n1t¢at1ve to eztablish tne raxe oO oc charged by public ut il;ty gas
: corporations-*or namural gaa delxve*od at wnolesale at poiﬁta in  ‘
' _uo°'Ange1es County, outside of the limits’ o* xnco*pora:ed cities and
J}ﬂtowns.‘ The proceed;ng ves instituted as o) “*eqult o. 8 resolution
: -?auopted by .he Citf CounCil of Los Angeles *cquezt;ng L6’ Commzssion
rf-uo establish the rates %o oe charged by prodncing companles ror

Lnatural gaa de’ivered at rholcwale o dzatributing compan;os am tbe
o city lim;ts of Los Anocles. Az nafu*al gaz was being sold am whole—

”ee_e fo* de’ivory in ouher citzcs of Lo~ Angeles CQunty, the Commias;on

' _nati uted its znaui:y on lines broad enough vo. cover the wk le r*eld
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of. wholesale delivery in Los Angeles County outside offthc*limits.or,
incorporated cities and “owms. On Sepiember 17, 1913, the’ bomm;zazon
. made its order directing such corporat;ons and versona as were thouga.
%o have an interest im the matter vo avpear vefore ihe Commlsaxon ;n
LOu ingeles on Oc*obcr 23, 1913, %o shov cause viay the Commission
saould not make its. order eSuaolisa;ng sucen rates. The orde*‘to snew
cause was directed to the following corporations anéd bcrsona' idway
Gaz Company, Jouthern California Gas Company, Los Anseleb Gas and
Eleciric Cor pora&ion, Pac Tic Ligat and Power Corporaxzon, mConomic
Gas Comnuny, Souunern Cal;.orn;a quuOﬂ Company, Southern Counties
:ac Comnanj, Wéstern Vuel G and, °ower Company, aonolalu Conzol&da.ai
Oxl Compauy, Sou.hern °acific Railroad Coxmpany, Xern ”rad ng and 0L l’
COmpany;fAssociated 01l Comnany, 7zlliam G. Kbrckhof’ and’ John Jartin.
- The hearing was neld iz L 5 Angelez on Octoonr 25, 2 and
25, 1913, and the proceed;“g was submitied on the lztter day. The
Commizzion has made an exhausti e iznvecvigation 1nvo uhc SuOJQCt and
nas tried {0 secure and analjze all available datn bearxng on uhc
many different angles of the cuection. In this wbrk “ae Comm;sszon'
nes been materially aszisted by a number of its cxperts, par ;culzrly
F. Zmerson Toar, assistant rate expert and elcct-zcal engmneer, Arranr
. R. Xelley, zscistant engineer, and 7. C. Panknaucer of +he department |
statistics and accounts.
e shall consider the matter under the following heads:
l. ZHistory of nrojec.. o ‘
2. Production, itransmission and delivery. -
3. Caaracter and uges of natural gas. - , -
4. Ixtent of rield. ‘ )
9. Periocd of availabtle "unply.
6. Analysis of contracts.
7. Iavestment. ,
3. Operating expﬂnﬂeu.
9.  Deprecistion.
10. »cyal*xes.-

11; Rate of weiturz. , i
1z2.. Rate. =~ . v ‘ : .

e -



L. EISTORY OF PROJECT.

Natursal gas in tnis state seems 4o nave been first wililized
for commerciasl purposes in Stocktoﬁ in or about 1890. Ehe.Stoéitan‘
wells are otill producisng. ¥ tura; gas was discovereld 1n the Sax.
Ja#quin oil.fieids in or adbout 1905. | The first'q andard Oi; gaz welw:
drilléd in The ﬁueﬁa Ticta Eills Pield Was com@lcted O¢tober 1;” 1909.
Tne £irsy gas well of the Homolulu Con olidazédYOQ ‘Companj, 4erein—

affter re‘evred t0 as vhe Honolulu ComnanJ, in tae same ield came in
on April 30 191.0. Un Ll 1911 °ucu;gaq 23 was uvnlzzedvin~the Zuens
Vizta Hills Field was uuea zolely fbr‘conzumption in the oil fielda.
On April 19, 1911, *he Cal*’ortia'V sural Gas ”ompany. ﬁontroAled |
Yy the Standard 04 Comnanj, entered irnto a cont*act wi :‘gae San

Joaquin Light and DPower Corpo*ax;on providing .ory,he delivery o

the latter compary of natural gas £or the supply of Bakersfield and

vicinity. In this"territory, aatursl gas has eh:irely cupplanteld

arvificial gas.. .
- In 1910, Joan llartin and ass ociaxes'bccaﬁc interested in
,natuéal gas in the Fuena Vista Eills Field. Taey conceived tae idea
oy tuilding a tronsmission main a distance of seme 111.1 miles to
the City of Los Angeies:and develoﬁing sufficient g8 in tae oil
fic1d07t6 supnly through such mdin the needs of Los Angelea County
and pozs;bly o.her portions of Soutaern Ca&zfornia. Thcae men ac=
cora;ng;y made arrangemen.s voth for tae‘producuzon in the oil *zelds
- and fdr?the Cisposition in Los Arngeles Coun‘y of such natural gas.
On Jovembe_ 2 1911, Joan Mar+tin entered ;nto a cont*act with tae
‘ Honolulu Conso;id¢ ec 0L Company for tze vunply by the c°mpanj ot
tural $as in a miniwom amount of 15,000,000 cabic {eet per dcy
 dur1ng the first year after ae ‘om letion of he transm;ozion ma;n
40 Loz Angelec County and for laxrger amounts during oub,ecuen* years,‘i
N-E wi;l appear 1n grea.er deta;l waen we hereinafter analjze tae con~
*racts waich are relevznt in vhis ingquiry. ‘
Thereafter, on X Novenosr 18, 1911,_tpe Hiwey Gas Company
was lacorporated foé‘thé nurpose of construciing tae. nece**ary L ante
ﬁission‘maiﬁ or mains. The company'has an anthorized cap;tal :ocz of
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$3,000,000., of which amount 32,500 was izsued for cash %o the
incorporators and 32, 997 500. to John Martin in exchange Tor nis

two contracts wi th the Honolulu Company. lartin and his associates
therealter used a portion of tae stock to help sell the bonés, but
they now 8till retain a portiom of ihe sTock. On December 5, 1911,
before uhe construction of the tranmmission m#&n was started, the
Hﬁdwmy Gas Company leased ameh nain, when compleued to - Ahe aouﬁhcrn
Calz*ornza Gas Conpany *or a period of twen vy years at a renta; ol

5 cents per esch 1000 cubic feeu of gas delivered znto the main. The
Midway Gas Company tuereafter built & trangnission main from its Taft
reimznal in the ‘Buena Vista. zins Fleld +o wést"‘ Glendale 'ﬁear Los
Angeles at = cost to Octobder 17, 1913 of $1,519,963.03. This money
was secured parily frow the sale of bords and parily from promizsory
notes. The company has an outhorized bond issue of 83,000, OOO. six
per cent bonds, zecured Yy deeld of trua* %o Mercantile ”ru t Company

of San‘FanClﬂcOu .0f this amount bonds of the face value of 91,500,000~

: o _ |
were sold at 90 per cent of face value pius accrued interest. Toe

remaining fnndglrepreaen£_$2p9§tion of the proceeds of prqmisaqﬁy
notes amounting to $216,000; An cesessment has Tecently been Ieﬁied
on the stopkfto.pay the#e ﬁotes as well as 850,000 of’principai_of
the bonds@ Apa,t from this nssessment, no cash Was paid on dn# @f
the stock except tae origznal $2,500, The work of construction’on
toe pipeliine was started in Merch or April, 1912,'and was comp;etcd
in September, 1912, Service tarouga tae pipe lize started on A§ri1
28, L913. . |

Iﬁ the Deantime, various contracts were entered into o
secure gontrol of additional gas lacds, as will hercinafter appéar.‘
‘The aothern California Gas Company zlso guaranteeld the pa/mpnt of
the bonds of the Wlway Gas Company and took over all its contracts‘
and entered into coantracts with local gas companies inLos Angclea
County for 4the sale of natural gas %0 taen for dzstributzon, as will
hereinﬁfter appear. 2Part ol the gas 80 Qﬂl¢vered to the local com-
vanies has been used as fuel in their arz;ficial 838 gene*a«oro and
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nndﬂ' '.:h#ir 'boilers and part has been distriduted for domestic use.
'\ \Ia.ture.l ga.s w:.tnou. being mixed has been supplied for domestic con-
sumption in 'Redond.o a.nd to o few customers in Athens-on=the-Eill and
Gardens. The Cit ty of Los Angeles, with .m. exceptions named and
other neigb.boring cities, mcludino' Long Bea.ch San Pedro, Compton,
Huntington Park, Vernon, Sawtelle, Sonta B‘Ion:.ca, Occ:m Pazjk and

. Venice, a‘:c'beiﬁg supplied wita a mixed ga.é, consisting on’ ‘.:h.c aver-
age a.t:the time of the heariﬁg of 45 per cent of natiz:a.l., gas and 55

per cent of artificial gas.

2. PRODUCTION, TRANSNISSION AND DELIVERY.

The naturel gas is being obtained from what ie known as tae
. Buena Vista Hills district in Xeran County, :!.oqa.ted a.ppr'oxiﬁa.tely‘

Torty miles west of the City of Bakerslield. Tkhe extent of this .- .

Tield will hereinafter be considered in greater detail. There are
now complieted and a'v'a.ila.blé Lfor the Southern Caiii‘oi'nia. Gas ;'Comba.ny,‘
which is the seller of gas to the distriduting compa.nies i Loa Angclos
‘County, eigb.'t gas wells 28 follows:
Zonolulu Company.
5, Section 6, Tomenlp 52 South, Radge 24 Tast, M.D.B.dL.

5 8 .“.ﬂﬂ,
6. L] 8; L » - L .- » Qﬂﬂ"

Agsociated 011 Company. '
(Bought Yy Southern California Gae Coxpany).

vect:.on 20,Townahip :51 Sou th, Range 2.‘5 Eaat, WeDoBolMa

20 Qﬂ'-‘

/

L) 25' L ] - L] L] L] » “ % on .u

- Northern Ixploration Company.

Well No. 2, Section 26,Townsh.ip 3% South, Range 25.15:3.“, MoD.B.&X,
Well Wo. 3, . - o LA “ “u A

" The gas now needed for transmission is nearly :3....21. zuppliecl [
by t e Honolulu Compony's well.s, 2ad toe rema.:.ning Tive wells are ca.p-
ped in and nrinc.:.pally held in resexve, ..nough the ’Q’orthem Exploravion
Company'c wells zay be d.ra.\m upon a* times To suypply pozsible d.eﬁcits
from the Homolulu Compa.ny's wel}.q.

' '.L'he‘ga.s ﬁe&ﬁed‘ Tor delivery is transmit ted. from the wells
throug.h so=callel gathering lines %o tne nortaern end of thae. tra.nz-

5= o | - 48




. mission main, Xnown as the Taft Terminal. The gathering lines from
the Konolulu Company's we...lz were duilt ...nd. are ovmed by that conm-
DEnY . The other gatnoring lines were bun*. and are owned by thc
Southern Californis Gas Company. Tpon delive*'y st the Taft Temina&. »
the gas is then .ransmtted o distance of :'..11 1 miles through the
min to ite zoutherly terminus in Vest Glendale, z few miles from
the limits of the City of Los Angeles.

The transmission main consists of 123 inch outcide diameter
31 pound.. lap welded steel pipe, comnected with Bresser coizpiings.
In the first ten miles of the main from the Talt end asbestos gaskets
‘were used in ma.k:.ng the connections, while in tre rema.:m:.ng portions
of the line the gaskets ave of rubber. The Dain is designed to
caXry a maximom of 26,000.600 cubic Teet of gas per day at an initiasl

AARSANsssSsaaes  anass e

c-pr_‘esau‘re' of.':. 450 pounds per sguare in,ch"‘ana a terminal pressﬁ::é of

- 30 pouz;ds per square incha. The orfiéi’aa.s of the S&u“.:b,ez"n' Célitornia.
Gas Company expect that because of 1ack of uniform demand at all times
it wﬁ.lié-‘actﬁa.lly carry in <he neighbornoeod of 18,000,000 cubic Lfeet

ver day. This company is now constructing a compressor ylant aleng

the main near the Tars Terminal for "thc purpose of comprossing tae

gas 8o a8 to g0 into .a.e main at a prezaure or 450 poxmas. We =hall

hereinafter give furtzer cona;deraxion to this pla.n...

At thc Vest Glendale Terminus of tuae transmission main, the

gas ia dividec, part going into a 16 inch main waich J.eax.'.s to the plant
| of the Los Angeles Gas and Elcctric Coxr pora.*ion in I.o- Ane;e ez and. part.

into & main which lea&s to the plant of tae Southern Ca.lz.fornia. Cas

Cozma.ny in the same city. From tris plant, the follovring ma.ino h.ave

been constructed:

L. A2 eight inch main, 2.256 miles in length, to serve
the Zconomi¢ Gas Compauy in Loz Angeles.

2. A twelve inch nain, 19.509 miles in length, %o serve
the Vestern Gas anc Frel Coxmvany for diztridbution in
Redondo, the Pacific Light and Power Corporation Lfor
fuel in tae same place and an eight incz main, 4.324
miles in length bronching therefron to serve the town
of Torrance.




S. An eight inch main, 17.926 miles in lengta, to serve the
Long Beach Consolidated Gas Company for distribution
in Long Beach and also the towrsz of Vermon, Zuntington
Park and Compton. From this main gas is being diza
trivuted or will be distriduted to serve San Pedro and
Vilmington as well.

4. A modin partly eight inches and partly six incues in
diameter, 14.75 miles in length, To serve the Southern ‘
California Edison Company for distribution in Sawtelle,
Santa Xonica, Ocean Park and Venice. B
ALl the foregoing meins were consiructed by the Southera
California Gas Cozpany. The gas 30 delivered é.‘n:ough thezé mains is

then distriduted by the various local companies.

3. CHARACTER AND USES OF NATURAL GAS. -

The following tadle shows the results of ten quantitative

‘analyses of natural gas Irom the Puena Vista Hills Field:

g——— N . _
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Jaole L.

6T enceco Tunmnoer

Constivuents s 2 .05 .4 .5 .6 .

Liqui*i&ble Eydrocer= O o 0 0 e 0
bon {Zenzine etc.]

Heavy uya*ocaroon- : ‘ )
(*lluminanu Cx_yr & 0 o o] c 0 ¢ S5 0 0O

ﬂh*h&ne (c.é} | 81.8 92.6 92.8 97.4 99.1 9T.4 9L.3 51.2'92:0,91.3 92.59
Zename (C,%) 3.6 ¢ 0 O 9 0 0 0 0 0 & 1.6
| corvon momoxsge (00) 0 o o o © o ¢ 0 & .00
‘CQrbdnxDioxﬁdet(coé)

5.4 7 .7 3 \ BB
O n4 -'8 / ’ - ' “‘ -37

o ¢ o ¢ | .00
90 BT LT 1.7 5.7°0 2.2 1.5 1.9

Totuls | .00. 260. 100. 100. 100. 100. 100. 200. 200. 10Q0. .00.

3fu.per cu. 2t. 1068 994 996 1045 1063 1045 980 1001 .~ . 1024 *

"% Lversge 0 eigkt teszis.
w

¥o. 1L L.LeC. & E. Corp'n, =~ Tynicel srelysis,Submitted 0¢t.18,'13

So. Zeonomic Gag Co., Lna;ywiv of Ssnyple texen st Uidway.
iey S4&, 1911 (Vonoxulu 14’2)

Ko. Tconomic Gre Co., ._mlys.«. of .,amle soken &% Relers-
; £ield June .1.9, 1931 [Stenferd 22-2)

mede 8% 2.G.& . Co's Leboratory .m»
Son Trancisco.

Zcoxomic Ges Seme e

Zconomie Gez _ &, Bokers-—
: dexd 22-2)
‘-e,tory in.

Zeconomic Gas | & . Sample talken
' r-.ugc.st 27. .uDl....

Zcononmic Ces Seme ns Tegt Jo. Somple tazen
Lugust 29, 191Z.

Economic Ges ' inalysls ¢f zemole token o Glendole @
| Termdpel iMdwsy lime on Sept. 20,
1913, made at Loz Lnpeles oy Ir.
5.C.Lowe,Supt .Zconomic Gas Co..

Southern Coliformie  Luelyeis Dy Uri.of Sou.Cal. Oct.Z1,
Ces. Co. 1915,02 sempie tokenZrom MIdwey
line &t Glenfele 0z 0¢%.23,1913.

~

Sou.Celif.Gez Co. Same gz Test No.9 oX somple of ges
taxen ot Tadt on 0¢t.25,2913.




It will Be noted that tZe average zeating value in Britisk therrmal
%3 pex cubicf:oot of this vetural zos ic 102%. The average

British thermel wite of criificiel ges remufactzel by the Sowthema

California Gas Conpany dusirng the yveaxs 1909, 1920, 101. and 4912

wac as follows:

Tear ' B:T U

1909 60k |

1820 603 : ,
1522 60% | .

lo12
"277 Average EREFS

Ac tae Britiskt themmel wnit is <ae mcusu_e/heczing velue, i oppears
from the foregolng tdbles %hat the nea ing value of a:tificia1 gac ie
oaly abvout 604 of %22t of the naturel gas frox tie Buema Tiste Zille
Fleld. Thile tze wvalue of zatuzal gzes Ior l;gn*idg pu:poaea is but
clight 4if uwsed iz z2n open flame, this zas Zac z2bout he some superioTivy
over artificialgac for lighting a3 Zox heating if burned im ax imcan-
descent gac menile burner. In other words, fox both heating and light~
ingfpﬁ:po ses (i on incandescent sec xentle burmer 13 uzed)the natussl
¢ s on cfficiency in the v*ci“**y o 66 é/pp greaver iren 28t of

'th axtiliclial ges. It would geex to foilow t2st when nuxu:al goe Te-
placed ﬂ-tificiai.sas, the amowmt of gac concuzed t11¢ m°*e*iu1‘7 de—
crcaéc,zt leact at firat. Thid has veen tize actual zesult ziace <he

ni cd”"°" *23 been introduced im Loz Angelos. The cv*dencc,ioweve:,
520w that with tke more efficient natural ges, tke uses *o* the #28
expand, s0 that tze form rmer consumpiion of gas it gredually, *egainea. iz
adcitio to its uces for lightinv ond dozmestic “c. ving, natemal Pt 12
being,t#bd &y *ce b ceent Sime 4= place 0f ¢il in the gos gezeraiors
and under tke ooilers of several gec coxponies in Loz Angelec axnd 1t

iz ly used in ke exgtern scetlons Qf this comntry to replace

co2d 23 fuel fox m;anfactu:ing prrposes. .

:"'. EX;LL\.L OT‘ I"LD

Tac location of he Yaewn °a~ fileld froz thich tae Southern
California.Gas Cozpany and the Califorria Natural Gag Compaxny cbtain

thef: Supply 4o co_fi 0 2 portion oZ +<he Buenx Tistz Zillc,whick

-

e”*end iz a nortnrec.e'ly direction fxoz & point immcd_auely vesy of
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Bucns Tists Loke inm £e*n County <o Section :7, Towneh " 317 South, P"“”
23 Zact, Xo D. B.

-

With reference to0 the extent or ares of thae gac prodmcino
field, uhe ev¢dence cozlains tze following estimates:
7. Gl WEITE & COXPANY(November 2,1911). In 2 meport prepored.

for J.G.Taite & Company,-u. E. a_r*e e, its

3

ac exgineer, reaches the £0l~
lowing conclusion with ref c*ence o the awea of vie g“" *:eld‘

"The present uac teazing tc:rito:y, »incipally loca ed in
one townzhxp of zhout ”6 square *i¢e~, which is only 2 exy ﬂmaZ"po4-

tlon of the possivie axea, oo t_c idway 01l fields v;ﬁch are eitae*'in o

Y

oﬁe:ation wder develowméntipr reld inv:eserve, COVeT & .e*:i o*y oL
some Zundred squoms miled'”v | | |

The min_mum a_ea esctineicl oY I:.,Ba:rett'was 23,0*0 ac-es.
iY zppears that e a;a not fzelude the so-called soutzern field, loca ated
invro epatoyabd p 32 Souuh;‘ ange 24 Tast. | o

FORD,BACOT YD TEVIS (fey 24,1913).  This Teport of an fme

f ‘ .ﬁ‘ vestigation =ade e**ly in 191; oy X V-a- cC~cy Genersl uuneran«unden*'

o of tke Yetusal Ces ‘Dep a:tment of the Pailadelphia Company (ﬁi tovuzg,

Qfg ‘f Pennsy;van¢a) and e, H. Buco* f Ford, Bacozn :nc‘aavia, cq:u;ins <2

| following estimate of‘ar~a © the gas field: ” - o |
_‘ "Te estimate that in th uers Tiste E411s on aTes. of77,300;

~ o ecre will probably produce gac in guantities znﬁficien: ;c,wﬁ&zan#

1 drilling. Of thic area 5,900 2cres aze conirolled by 4k 'Honp;ﬁlﬁ Con=.

P solidated 011 Company, Associated OLl  Cozpany and Xera Tradiiz Company."

This area was derived'by d:ﬂwi:g lize cxound tke cuter—

& iz conzequently conce*vazivc. Tae s

[, -
(2]

mest gas welle then px roducing 2

{

':epo:t”%inds “wo fiells, xmown a5 tho nord aern nd sou ---~--c1ds ' ‘
';eepa:atedwby Sectipﬁ.jé; Towaship 31 Sowta a,Renge 23 Eaet and Sect;on %,
Towhshipf32 South, Rorge 23 Zact. This estincte o M;pgxe“t¢y un QSU&-
}j_ , wsse izl 1y of ~-c>.v-c:n ter***ofy;

T, T DUEBL“(Ocuooer 32,1 911). Thip estimate was preperel 4t b

.

zequest of Yr.s.D'Ecux of'the‘Ko:n“Trdding and 0il Company,and is showz

e

on o 2ap snomitﬁca oy Yxr. A.CZ2lck at the zecring. The arez showa o

tae mop &2 gas vearirg ic as follows:

-




Buera Vista Eills,

Joxthers Axes 17 2¢. ziles 10,880 acrec.
Southern Arca 13 sg. =2iles 8,320 acres.
Ell Zills, 2 5g. miles 1,280 zceres.
Totel Azea 20,%8C zeren.

Teis estimate 4o interesting in thet it includes 2 part of the Ik
Hille texritoxy az protable gas producing land. |

ASSOCTIATED OIL COMPATY = Pxricox 4o Octover, 1911, Xr. Willizzeo
prepared a map for 4he Ascociated 04l Company, whick meyp ic in evidence

Ay -

in this case and chows on estimeted gao ares as follows:

Buens Vista Zille | ’ . 19,200 acéeo;~
Elk Tille | i 1,220 ceres.
Tosal Ares. 20,480 acrec.

E. E. MCCLINTOCX -~ X¥r. Z. E. HeClintock, the Superintendent of
tThe Fortiera Exploration Company indicated on o map merkzed "Nortkera

Exploration Companyte EZxhivit #5" what e considered to de tkhe provez

22 territory. He indicated two areas in the Fazth Digctrict amd 4hree

azees in tae South District, having areas approxlmately a5 follows:

Fort: Distzfict: E2st Area '525 ac:e3
Test Arez . e " .
. 755 aczes
South District: © East Aves 57 acres
- South Axea 7"
West Area : 320 7
S . 562 zeres
bl

Ur. keClintock drew lizes closely around tie exictiling gas wells 2zd was
apparently playling osolutely safe.

LANDS UNDER CONTRACT» Ae indicating wkat area the promoters

£ 4he idway Cac Compary conclidered 23 possidle gas producing territory,
it will ve intefesting o refer to the lanés under cortract for ratural
. ~ ges development 2o followe:

Soutzern Pacific Reilroad Company) 14 sections 8,960 seres,

. . Xern Trading & Oil Company

Associated 04l Compaxny 2 gections 1,220 acres.
Eonolwlu Cozpany - 7 seetions 5,580 zcres

Iswzad-acres;

RS

N
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The following %atle: chovdihe wvarious foregoing estimztes Co%=
cerning the gzas beuring arez

'J. G. Falte & Co. (mimimum)

Foxrd, Racon & Davis

E. 7. Duxble

Assoedated 041 Compeny(Wal lianms)

. E. 2 cc.x.in‘.:ock
Ac..mcd. *o* '.’.c.nd. sonvract

E’nile it is unnecesaa.., in tele proceeling to dc »eri:izié tac ex~
tont of tie a8 ,’ocaxin@; territory, we aavTe given the i‘o*egoing eciizates
o show tie wice diveé:genco oL op;uon o th.a.s point ._.nd i) ra.'te
the Alificulty iz s;cce:tainihg cxzact information ac vo tae faéts guz-
rouxding f.hc‘ prod.uétién of notural gao. .

5.  PERIOD OF AVAILABLE SUPPLY

The exvexs o2 the field iz rezlly ozly ome element in tze r:_. L=
xete probl?ém, walch iz the lezgth‘ of tize during waick the ..,o"*’*e*n
Cadiforaie G...s Company mey draw gos from this fiel4. Iz order o anowez |

nig que:tion ...ccu: tely iV wowld be ccesc DY S0 Enow bota fr;:c;c, available
s'c_.p* 1y and 4 ne annueld Erain therelfrom from wagte and Ironm u’ci:.izatio:;.
Owing ¢ ""-c faes t‘ﬂ'-": the field Ze g4ill in ‘s im...ncy ..nd “that «.céu-‘-
r::.‘ae-d.a.‘.:a_. -o:a ""‘cso poinis Zed not deen cecured, it 7 21 ve ..ecescw::r
‘thié‘caae'a.;’.oi ,::a.:il:r‘ %0 £ix 2 winimum pe:;:’.od. du::ﬁ.wfwz:if-h .hc .;ou.hc:n
Célifo:nie. Gep Comparny or. i%e cuccess =a7 drew gos from t:ie £i014.

| 2 who conccived ané fi:a.nced“;’:e ;p::o-jeqt ":.est fiéd., thav
o) 2o +nig meriod will be from ten 0. fifteen yea:s."&'o'qn
: i

«I.(:.r*in tc'-*"f'"“ thet 4ne Yidway Gec Company wos financed on 2z
¢ zacmmed pc::.‘!.::d. of Tern years during ....icn gas might v vail..ble fox

..‘ca crcmocec’.” tr:.nsmission wain. Mr. Cy=uc Plexce v:ho. 7itd an 2550~

ch ".:c 4::.03'.& "-150 OCO fece walue of thc Midway Gas Company’s sond.,' '

a2d who h:.s,..alcen 2 leading pars in finemciag R ne ﬁ:ogec tewi"ied
chat. i:;‘slc‘.:..'li“.‘y‘ng %o .customers he steted Lhat from the best infom.ion

ze could 's'eléﬁ're ne hed gooo‘.:eag‘gn to ‘*.hobé ", that tke 1:'x. e of ‘j e field

- world be 15 yeaxs. These vomds exe ten yesr dondc. Yz, A.C.Balc;‘:.

tesfiified tna.t ke and hiz é.azoéiatea' nod dinvested zome SGZ0,000'.OO-

idwa.y Gas COmnc.ny and shat i% was estimated thod the li’e

jthe +ield wou‘.’.‘d r.o': e to exceed twelve ox filtecn vears ..x:,d thot
average exount of gas that would p:ooa.oly ve Zed through +he
’ _2— . '»" -
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z2in would be avout 18,000,000 cubdic feet per day. It thus appears |
vhat the zen who finauced this projoct were of the opinion thot they
'could rely o 2 oupply of gas for at least Yoz yeare
Thic Coumisaion's mate @epaétmcnt nao zede én'exhaustive sttty
21l tne elcmentg‘entering iuto +his question in so far as kelp cowld
secured fron the evidence in 4his case. Ccnsiderz ion ‘hos been given
. fae Queztions of aveilsile cupply, number and ,aicnness of gas oea:i:g'
strata, prescure, voids, volwxe of gas from wells, waste and wiiliza~
<ion. In ez im_.ing waste, consideraticn must ve glvez 0 2 nﬁﬂber
of clements, suck & izproper dx .s..z.i...g, c...si“cr and p..ugg_ng, ""lowi':g
oil welle, transmiscion and distribution 1osses, ineff:cie umiliiazion
in tre :icld and other :cms; in esvimaving nf liz vion, i* *s‘nqceosaxy :
to~coﬁﬁider both the present and the prodbable ’uxu*e uses. ;;e domestic
and commerbial requi:emeﬁte'of Lot Angeles and cdjacent verritory, znow
supplied by thc‘piccent '*ﬂ*ributiﬁg oystens, will axp:nx.dn:ing‘the
coming“ye;r, in texms of ’ £ici_l buc, to epproximetely 6,200,000, OOO
cubic *ecfjda¢ly uve:u..ge of gsomesihlng over 18,600,000 cubie ’eeu ™
ectimated':equi:ementw'of nosg Angelec'and ad:accnt tér:itory for the next
five years in terms of artificial gos for domestic and cqmme:cial_pu:¥
poses, if the present nn:mal's:owth conﬁizuec, haog veen éstimated‘aa

followsa;

191 - 6,800,000,000 cubic feet ox 18,600,000 cubic feet Gally.
2915 - 7, 700 00¢, 000 L " =,000,000 "

1916 - &, 025,000 olo o B " 24,250,000 _

1917 .-.0 OCOJOOO, OOQ n " 27)4‘00,000 ' "

1928 -11,325,000,000 " " ,OOQ,OOQQ "
While the-ambunt“of'gas consuzed will *opvmazc:iallyfduring thc carly
weze o‘ rosural guc, the consrmption of gaz will doub®] ecc*y be ‘*cre_sed
oy reagson of the re&uced »ri ce; 30 tkat *“e couaumntion wil" again *ocumc
its nozz:zl.

It‘mus: 2150 e rememzerel thav Los Angeles axd vic; Avy ril“
rot oe the oxnly customers for ratursl gae from thic field. The Califor-
'nié Yoturzl Gac Company (2 subsidiaxy of +he Stantaxd 0il Company)
utilized during Yeoweh, 1913, an average deily comsimpiion of 19,000 000
cubic feet for uge in the oil fielés and distrivution in Sokersfietd axé

‘vicinity.'TLe d:a‘* o7 vailz combuny duzing this Teax 13 estimated %o

S




amouny *% aboux 6,250,000,000 cuoic feet. The Sorolulu Cozpaxny is =1so
heavy user of gos for éoﬁoumptiq, iz the field. N

From a carefuwl study of zll thoce elements, the Tate depaximent
haz reached the conclusion .:ax tae Soutrern C*”fo*n;- Gaz Compa *y |
zay reacbnably expect o draw on this Sield for <he service of Los
Angel es and cin* y Lor & veriod 0£18.6 yearz. Thalle 4he Cormtcoion
does pot udOﬁu this fizure, we relfer vo LT a5 representing the Teould
05 5 careful study of al;'the elezents entering inte thC‘pzoblcﬁ.

In order to e sbsolutely foir to %e gac compaaies, we skall
‘*ﬂﬂume, Loz tac purposes of 4the prescnt nrocreding that the periocd. du.ing
which they moy éeaconabzy.cxpect 4o cexve Los Angeles and viéinity‘from
this field 13 the minimum pericd on waick <he men who finenced +h
project counted = 2 period of ton yeaze. |

Thile we skall:allow a rate of depreciation cufficient to
retn:nfthe property. u;vain this chors period'of vize, 1T must e remexbexr-
cd'thaf the conclusions herein reached aze enly sepietive mnﬁ‘th;t‘when'
pulepl aﬁcﬁxaze cata has'bean.scc::ed from vhe expexrience o:rthé‘nexti
few ye@:s,it,méyibe necesslyy WO Tevise ke con cluzions nerc¢n *eacﬁéd.
This necessit for 2 *evis;on‘*°y **ise from tie comsiruction of & 3
second trancmission medn ‘or eviden ce showinrg moze accurately. the
Life o* the Iield or from oghe: cavsec. In ke meantime,‘an esvl jte‘
of 2 minimum 1ife of %en yea:é will certainly be falr %o ke men Wac

|
t

bave finznced the project on that peried as 2 minimum.

6. ANALISIS OF CONTRACTS.

Te chall now zefer briefly to the various contracts which
aave beexn crtered intc and walch bear om thc subject matier of thie
ﬁrdcéeding. The e cont:acta nay sovgaly oe grouped ac follows:
o (=) l_COntracus’.o'secu:e’adeqpa;e ges owpply.

(b) racté'td co:m:Q‘ aveilsble supply..

(e). Contracs Loz lease‘of trenswl3oion main.

(€) = Contract fox developing wells.

(e) Contraetz with local dlzirituting compenies.

Ve gholl 0% -e*c* L0 these comtrects and comment on them.

.
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(a) Contrzetc to secure adecuate Bac oupply.

-

1. Noverber 2, 1911 -~ Honolulr Comsolidated 04l Compaxny

and John Vartin.

Under this contract the Homolwlu Company agrees to deliver
Vo lertin and ¥ertin ogrees 0 take frox the Company for the pexriod
of 20 years from tuae completionm of the pipe line %o de conztru¢ted:'
from the oil flelds %o Loz Angeles, thc followizng quant *iee ol
natura_ ges produced from tae lands o* tae nonolu.n CO*puny

| Firet year - mot lese tZam 2n average da;ly SupPLY du:ing
each month of'l5,000,006 cubic LTeet;

Second year ~ 2ot less then an average daiiy supply durinz
each mozth o:'20;000,060,cubic-feet;

Thizd year -and thereafter — zot leco than an average deily
supply dusizg eech momth of 25,000,000 czbic fect.

An Qpﬁion is &lao givea <o Yartin to sake ar 2dditional
5,000,000 cublc feet per daj_ £ the Eonolulu’ Company saou_d vc any
moold ges at\ita‘dieposal. The Eorolulu Company resesves the right
to sell gés for use iﬁ‘theﬂMidméy 04l fields undexr its‘qxlsting‘con-
tracts or remewals thereol mot to exceed ome third of thcigasuaed
in the fieldfand‘alsoltb use gé@ rroduced by it fbr the‘devéIOpmént
of itc own properties in the Xidway oil field. |
| Ma:fin agreés-to conciruct withldiligence & 12-inch maim

ﬂtorthe Civy Sf Loc Angeles, 10 pe completed within ten monthzvfrbm
b*he date of tae conv réct. |
Thc sontroet provices that "the gas shall be”delivered_a:,
a nressure, accoruing t0 “he reqguirements of the ouyer, uwp to 450
pounds »o the cguare inch."
| Meztin agrees wo pay for ail gas delivered tze sum of
5¢ Zfor eabh‘looo cubic fcet, calewlated on & 4~oumce prescure b2Gia.
The Homolwlu 00¢pany agrees o use its best endeavors to develop |
end maintain & contiruous flow of gas upon its lands sufficient
auppiy te :equiiemenxs oL the‘buyer,‘but agrees that 1f av ﬁny <
it grouwld fail to deliver to thegbﬁyér e zmount of gees agreed %




Pe delivered, the buyer zhould have the zight to enter upon the lands
ot theJEonolnlu_COmpany, and if nccessaré,«to drill his oma wells
at the Eonolulu Coupery's accouns snd exvense.

| Tho lana, cove*eq [3's uhe con ract inclucde seven secvtions,
or uoout 4480 ucrce. Tals comitract wae éasigned oﬁ'xbvenbei 13, 1911,
by uonn Vextin vo Yidwey Gas Compazy. | |

Thiz 4ic the comtract under which the Zox o*nlu Company
isvat‘p:esgn:iaupplYing gas 4o -the Southern Califormiz Gas Company.
The Hdnolulﬁ‘Compdny is delivering_g_s Zrom three wells ond lz. sup-
Plying 2ll oz almost 21l of %he neecs of the Souzbe*n Cal;*3,f“- Gas
Company.' This bue is being delivered at 2 presoure. which h,u anreas-
ed from ex average pressure of 15 .+fpounds in June, 19;;, 195., pounds
in Julyv 1913 and 196.5 pounds in Angust, 1913, to an aver ge p coouTe
of 242 pounds iz Septexzbver, 1919. Teere iz 3 dispute bctween v
Honolulu Company end the Souzhorn Californic Gas COmpany on ste point
a9 tofwbethc:'itvis the duty o* she Honoliulu Comba =y .o dcliver tne
£20 at d pressure o£:450 sounds to the squere ;nch,;and as o whethe:;
it 10 the duty of the Zonolulu Compexn to install & cdmprésaéx;;q}as
%o accomplish such delivery ox %o poy to Soutzern Californic G;é{éom-
pany the~priée of ccmpressitg the gas in ,he conbzc sox rﬁiéhftﬁef
SOuthctn California Gzz Company is execting near the m2in t*_nsmiasion
llze near the Talt Te:minal. Capta i atson, the prcsident of the |
Honodulu Combuny, teatified toat 2is compony xntenda <o delive* the
full amount of gas specified in 4he coniract.
Thic corntract was primerily enterecd inte for the purpose of

sect&ing cn olequate supply of zaz In oxder tC insure the success
of %he ﬁropoacd »ipe line. . One of the centracte whlich the
Sowthern Pacific Reilxcaed Company, Xers Trading and OL1 Compdny snd
Acsoc‘*ted 04l Comparny, Rexecinafter refe:xed to; alab n¥cvides fox
pecuring an z2dditional cupply of gos in addition to conuaining Pro=~

vizions inserted _,ima:ily foz <ke bu:pose of secu:ing contro’ in S0

f2r 25 pessidle of thc gas which might be develpped 4n the oil: ficlds.




(o) Conmtrecss to cont:o* availedle suoolw.

Te ghell now cona*der a nwmber of coantracts the primery
purpoacAwhereof'aeema o buve been to secure control in so far as
posﬁible of suck natural gas 25 ni gnu e produced iz «hc Bncna Tista
illevField‘or 2ay ovher portion of the Midway oll ‘ie’d.
" 1. Yovemder 17, 19il - Eonolulu Concolidsted Ol Compory
and Jokn Marvin.

This contracy, aftexr rcferxxring to tue contract'ofﬁbvémbcr
2, 1911 provides that if the Fomolulu Company anould *5 any time
have ot ibe disposel gas in addition %0 t3 reguirements umnder 1%ts
exisving contr&cta ox renewals‘the:eof, it wotuld nbt sell the'gaé
to any5neraon other than Narviz invthe Stete of Californiz, ortoide
. of %tze counties of Los Anveleﬂ, Orange, Sen Bernardino, Riverside cnd
) Scr Diego without giving to ¥artin a 30 days’ option~to Take such gas
pn'tqrms,cqpal‘to those wbich‘might)ﬁe‘offercd by “ke otzexr poriy.
mhe Homolulu COmpany‘fmrthgr‘ greed that 1 it should desire to market
“ﬂvural *as'at‘any point Iz the designeted counties, being the
Tezmal n*ng poxtion of Cal i‘orni&, it world market the same' h:ough
" the 8aid buyer 2t & price whick shell net %o the seller ke same zaves
a6 it‘zhall ve en titled to receive for the gas s£o0ld uxdex zaid gontrace
of November 2, 1911." Tais contrac.?;gg ‘ssigned vy Mertin o the
Midway. Cas Company oz Novemoer 1%, 1921,
On Jaznuzry 10, 1913, tkze foregoing contract was modified
by an agreemenx between sae Fonoimlu Compeny 2rd %he Southern Czlifornia
Gam‘cbmpany, the acsignee of‘t%e Yidwey Gvﬂ‘Cozpany. This agreement
b . | xeclies trat the Hozolulu Compery "oelleves nat taere exist 7] and‘.hatv
: it;ﬁilikbg able vo procuce in.*he lands re‘errcd %o in seid Conxruc*
| o of‘quémbéf'a,.l9ll, ez zmount of gas in excess of the amount agrec&
o bc‘eold‘bi gail contract vo said Micwey Gao Compaxny, a3 the ausignee
of said John Mortiz, including‘the zaid Live m;ﬁl;on-cuoic fect per,day
‘covereéiby saidldétién azd 4n excess of the amounts reserved fox £1xst
pdxty’ﬁf(ﬁoﬁolulu CQmpany’s) 6wn use iz Zevelopnent woxk ané for tae

operation of g&soline plant vy Y0 o capacity of four milliozn cubic feet

per ‘oy and the amount required to be furnislhed to vhe Californic

~17-
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s Compsny." The pariies trhereupon agreed to 4he  ozmoella~

‘contzract of November 17, 1911, and of ¢ certzin agrecment

Hono-u;u_Company,an* Tilliam C. Xerckhoff, dated Feorusry 3,
19%2,and tae Sovthern California Gus Company exexciced Lts optién &
teke an additionallfive million cubic Zeet of gas per dmy, *ommencin¢
Witk the fourth'yea: £ the 20-year period roferred to in said contract
oX November'z, 1911; |

.ae Honolulu Company tme> Teupon g*anted T vae Souwtk texn
Cslifo:ni*'”*s Company Lne rigkt to purchase znd take all 0% ite
excess gas at tke nricc of 5¢ pexr L0000 cubdic feet and the Ebnoiulu
Compeny egzeed that 4% would not "sell or othexwice dguvouc of any -
of SUCR excess bua %0 any person, Zixm or corpomation other tion thc
second parsy (Southerxn Califoznia Gas Conpany) 2t any timé'du:ing
tke tem of this cdntr#ct."‘ The Zomolulu Company ugzeed to c:i;l |
a2ll necesscsry wells to serve the purposes of the Southern Californio
Gas COmpgﬁ and that in case f its feilure co vo do, %he ‘Sout he*n
Cal“ofnia Gas Company mighﬁ £50lf enter upon 42 Ebnoltlg,Company’s
lards and % ere d_il for gas. DTelivezy of gas by the cholgld"

‘ \ _
Compeny was 0 be zade at 4he Taft Terminal of 4he pipe\line construct-

ea'by t%e'Hidway G_c Company, 2% & pressure ”acco*ding So ke *Ea'
qui:emenuz 2 4ae second p Y wp %o *50 nounds t0 tae sguore inch.
Zhe ¢ontract taecn contains certain u*ovusions vo tze cffcct *nmx “kte
\SOuzhern‘cal forniz Gas Cgmpany should mot dril 1 fer zeo on .err.—
;qory *daace o thaet of {tke Homolulu cémpany within ce-tuin aisuancez
fro tae bouﬂdur; line~ *'ercof. There are btheriprovizions in +his
contract to which 1t i3 not necessaxy %o xefer. Tihe obvious pUIpoO3L
6f Tae contr_c* is o aecu:e e contro* o0f tke gaz produced on The
o:ober.y of the ?ono;ulu COmp@ny.

- Vie shall now consider tvo corntracts tetween the Soutkern
Celifornia Gas Compeny ond 42  Soutkera Pecific Reilroad Company, the
Lem Tradinu end 041 Compeny ard “he Associated 042 Compax ; veick

lutter unxec cormparies will hcrcafte: fox .convenicnce e re’erred o

a8 Souxnern Pucific Co*p ics.
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2. Maren 1, 1912 - Southern Pacific Companies and

Sou nern Callfornia Gas Comnagy.

“hia agreegent, which is at uLmea referred %0 as the
"Exploration Agreement,” after rec*tzng that the Southern Califoraia
Gas Company dezires "to obtain the exclusive right %o develop'saa
on the lahds.qf the parties of thg first and second pgrt herein re-
ferred to", and descriding the 1ands'covcred‘bj’the-coﬁtract, in=
¢luding 8960 meres claimeéd by the Soﬁzhern Paéific~Railréad Company
ant the Kern Trading and 0il Company, provides that the Gas Company,.
may enter upon sald landu to develoy gac thereon during o peri od_
of 20 ycarz ard that thiz rizht should be "exclusive to-thg gas
coﬁpany. except a$ hereinbelow otherwise specified.” The Gas Comp
pany is %o bear +he entire expense of developing saié lands for gaa
and of produczng ané carrying gas therefrom. The Gas gompany is %o
orfsct all gae‘wells in contiguous sectlions threatening the lines
or boﬁndéries of tahe lands referred o in the contract. The Gas
Company is %o begin ¢rilling for gas with at least two'atfihgé‘of
. tools on such of the lands of the Associated Oil Compony as the
latter may Cesignste and sball during the £irst ten years of the con-
tract, Tun at least two strings of tools conmtanﬁly ujén said lamcs.
ThevGau Company is probibited frox drawing from said 1anda withbut
the written consent of the Soutnern Pacific Companies any gas in
excess of twoathirds of the gas produced, purchaaéd ané piped by the
Gaz'Coppany from the lidway oil field. It is provided that in case
tﬁe Gaé Com;a#y should in its operamioné upon thesge lands strike an
0il well, that the Southern Pacific Companies should have the riémx
to purchsse such well at cost and on the other hand that i:vin |
drilling for oil the Xern Irdding ané 011 Compa#& 5r the Associated
011 Company should encounter gos to the. extent of 3,000,000 cudic
feet or more déily flow for 30 comsecutive Gaye, the Gas Céﬁpany

ghould at the option of the party upon whkose land such‘oil well should

ve found, tuy it at actual cost.




The contract further provides that the Gas Company should
not be obligated to take gus encountered by the Southern Pacific Com~
yanies in excess of the Tollowing a@oubts. provided +that it should

rave use therefor:

First year = 15,000,000 cubic feet per &ay.

Second year - 2C,000,000 cubic feet per say.

Third yea> ~ 25,000,000 cubic feet per day |
The”Gas.Combany_asrees'to D&Y to the Sout horn :uc;fic
| Companios 34 oer thousand cubicufee or all gas proauccd anéd saved
by it ’rom uhc lanés exbraced in the agreenent. A8 the gaz,wells
encountered by the uouthern‘Pacifio Companies are %o be'paid Tor
by the Gas Coﬁp&ny and as the Gaz Company is, at itsown oxpcnee,
to conduct'the drilling operations upon thia property, so that the
expense of developing the wells is in this way Torne by the Gas |
Company, i* is evident that the pr;ce of 3 per thousand cubi c'ﬁoet
8o providcd'coverz & rental or compensation for the use of the land
anc the price for the gas itself. | |

3. March 1, 1912 - Southern Pacific Commanies, Southern

California Gas Comvmeny, Midway Ges Company

and Willism G. Kerckho™f.

This agreemenu is at times referred %o as uhe “Suoplemontal
Agreemcnt" After certain recitals the Gas Company agrees to pay to
the Southern Pacific Companies ir addition to the 3¢ per thousand
cubie Teet to ve paid for all gas produced ané so&ed upon the lands
of the Southern Pacz fie Companies the further sam ol 3¢ per thouoand
ouoic feet "on all gao produced and oared, pnrchased or piped vy
‘the parties of the third and 'ourth parts, or any of theg, from the
lands of the Honolulu Conoolidatcd Oil,Coﬁpan&; or ffom.thoﬁiando
of any ovhEr owner, lescee or occupant in the Buena Vista H&lln and

Xidway o4l field, and alao sz per thousand cubic ’eet on all gas
| procuced and saved from the lando of said Eonolulu Consolidated 041
Comoany in Buena Vista Sdlls dzot*ico or Lidway field vhether or not

produced ty the parties or the tnird or the *ourth part, or any or
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them, except not exceeding one-third of the gas which shall be sold
'by the California Naturol Gas Comvany, for use in;th'e Midway oil
.‘..‘ielé. and except the gas which shall be used by said Honolulu Con=-
solida'ted Q41 Company in the developmezz‘.; of its owri lands 4in sadd
midwéy ¢il #field, and except the é;a.c;which shall be used in tue
extraction of gasoline from and éompresaion of gas to be tranmmitted
uzder sai&‘c‘oﬁtracts,with John Mar+tin®". In otherwords, the Gas
Company agrecs tg pay to tahe Southern Pacific Companie's 3¢ per.
thousand cubic feet for all gas, with the exceptiéns stated, produced
on the :I.anda of persons otiher than the Southemn Pa.cific Companies.
While there are other provision.s in this contract, this proviszon for
the payment to the uou't:hern Pacific Componies Q;’.' 3Z per thousand cudie
Teet for gas produced cnf,i:jcly on the lmds of other people _iéythe |
principa.l provision of the contra.c‘:..‘ ' We shall hereina:."zef?- conzider
in grea.ter cet ail the rur;pose of tais contract and vfhether or not the
payment of such sum by the Southern California Gas Compony may be
used to increase the rate which the consumers of gas would otherwise
te obliged to Pay. o

(¢) Contract for lease of transmission main.

December 5, 1911 =~ Midway Gas Company and

) Southern California Gas Commany.

By this .con'::ra.ct the Widway Gas Company leases -r.b the
Southern California Gas Company the transmission ‘:a.na.in which the
lcssbr contélnpla.ted constructing from the oil fields to Loz Angeles,
for the terni of 20 years a.fter its completion for a rental of '*"ive
cents per thousand cubic feet for: a.'.l.l sas “ece:.ved by the lessee
| (Sm.. thern California Gas CQ:gpany) in said pipe line.* Tae Southcrn |
.Caiifornis. Gas Cémpa.ny‘agxee“v. to vexrform 21l of the Micway Gas’ Comm
'pw's obligations under the contract of November 2, 1511, . with the
“Honolulu Company, and recites that the 'I.:idww Ga.s Conpany ‘nas placed
‘in‘eﬂc:'ow a deed conveying to the Southern California Gas Company all
its propertica(and the Souzagrn Californis Gas Company has executga‘

ané placed in egcrow an sgreement to pay at maturity the princip_al and

v . ‘ . ': 2 :
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interest of oll bondz secured or %0 be secured by the didway Gas Come
pany's mortgage to Hercantile Trust Company of San Franc;sco, dated
November 20, 1911. The agreement furtier reciteé that both parties
have signed and dclive“ed to their depositary their Joznt written in-
structions to “he effect thet in the event. of the termination of the
lease or‘of cefanlt unde:-the.mortgage,,the deed of conveyance from

the xidway-Gas Company +o the Southern Califorzias Gas Company shall

% once be delivered to the Southern California Gss Company and the
Southern Calz*ornia.Gas Compony's agreexmens shall likewiae'be‘delivcf-
ed v0 tae Mercan ile ;“uz* Company of San “rancisco. the vrustee under
the bond mortgage. The Southern Califor nia Gag Coxpany agrees %o oper-
ate and maintain the pipe line in goold condition, the expenae of oper-
ation, renairs and renewals to be repaddé by the Widwzy Gaz Company

out of s rentals. |
| | "hc effeet of this ag:eement i3 %o place the Southern
Calzfornza Gas Company in the shoes of the A;&way Gas Company in the
matter of contracts‘w th tnw Eonolulu Coxpany, o place %the Soutaern
Caiiforniaiﬁaz Company in possession of the pipe line to be constructed
anéd o relegaue the Yidway Gas Company %o the posit vion of the owner .
of propcrty receiving rental the:efo. and simply paying fo: its moine
tenance ant repairs. As o result of tqia agreemcnt tze Southern Calw-
ifornis Gas Comnany becores the respons;h&e varty engaged in the pro= ‘
duction, tranamias;on and delzvery of namn_nl gas from the Euens Vista

Eills Field.

(&) Contract for develowning wells.

Julr 1, 1912 -~ Nortiern Exvloration Comnany and

Southern California Gasz Commanv.

Teis contract, after recitving certain of tue previoua con=
tracts kereinvelore referred to, n*ofide« in effect, tnat the EZxplor-
ation Company shaall do all tae. drlllzng for gas we_ls viaich the
Southern California Gas Company is obligated to pexform under 1ts conm
tfacts with the Southern Pacific Companics or which tne Southeran Cale

ifornia Gas Company may desife‘to perform for *the p:oductiog'or gas.

The functions of toe NorthernfExplora ion COmpany are 4o be 1imited
-2 |




tee drilling and brizging in of wells and all other exXpenses are o De
paid by the Southern Celifornia Gas Company. The Xorthern Exploration

Cgmpany is not %o be obligated to kecp more than Five strings o. tooln

. running at any one {ine. Immed;axely after any well has been d.i;led

and completed by the Norithera Exploration Company shall e turned
over to the Southern California Gas Commany. The texrm of the con-
tract 1is 20 years.

The Southern California Gas Company agrees o pay the North-
ern Exploration Company as follows: '

(1) Four cents per thousané cubic feet for all gas trana- \
nitved through the .ransmisszon zmoin of the Midway Gas Company,’cxcep?
such gaz as mignt be uaed by-any electric light or gae company‘in
zmnnracturing srtificial gas or, electricity, entirely 1rreapective of
whether ﬁh;s gas ic p"oduced &8 the result of the operation of the
Nbrthern.zxploramion-Company or vkether it is produced by the Eonoluiu
Comnany or ény'oeher producer. 5%’of the amount of gaa\éonsumcd is
to. be excéptcd to provide Tor waste or leakage.

(2) Three ouar,era of a cent per thouzand cubic feet Tor all
ean transmit ed throug:.such pipe line ard consuzed by an clectric lizht
or gas company..n the manufaciure o. artificial gas or electricity ror
publzc dzatribu.ion, entire‘y irrespective again of whether or not
such gas is developed by the Nor thern Eiploramion COﬁpany.

"he veatxmony snowe taaz ‘he Vorthern Exploraxion Company is
a ﬂubaidiary of the Southern Calzfornma Gas Conpany and that pxactically
the saze men own both companies. Tae Exploraz¢on Company was inco -
poraxed Lorx. the pnrpose of conducting the drilling operations of the

Southern Calirornia Gns Company. irstead of paying the Yorthern Ex»
'"ploraxxon Company the actusl c¢ost of its ope*axiona, the Southern Cal-
.ifcrnia Gas Company agreed to vay an arbitrary amount of 'ou. cent
Iper tzouzand cubic feet for all gas transmitted througn its main,
exccpt zuch portzons uhe*eor as. m;ght be used for the manufacture 6f

axtificial gas o:‘elecercitJ‘*or puelic dist r;bution, while for tae

laster gasﬂthéiﬁdrthe:n‘zxplorazion Company was %o receive 3/4Z per




thousand cubic feet of gas so consumed. It is eviden* that the price
g8o %o be paid to the aorthern Exploration Compony has no aosical con-
nection whatsoeve* with the service performed by that company and a8
will hereina.ter appear, this pricc iz consideradbly in excess of the
coat,of producing tahe gas.‘ The officials of the Southern Ca.-forn;a
Gas Company'téicdv€o exp1ain the Teason why,twofprices;‘One being 4¢
and tae other veing a/qz per thoussnd cubvic feet were paid for gas as
o wh;ca the *ervzces o~ the Northern Exploration Company were exactly 3'
the same in citaer event. The explanation to tae effect tnat it is
necessany e have a 3 ower price for gas to compete with oll for-mann-
facturing puxnoaes iz not coavincing as o jua vification ‘or o di’rer-
entiauzon in tze payment to Hbrthern Exploration Combany for zerviceé‘
whica are exactly the sone in comnection witk tae nrodnct;on ol Zas
for eitner use. It would be far simpler if the Southq:n Californis
Gas Company, insiéa& df.haiing create& tais subai¢iary co:poration,

4teell conducted the drilling operations, in whick event the actiual

cost of such operations, no more and no less, would be caarged. It

ahould be noted taxt of the 57 per, thousand cubic feet of gas vaica
the Southern 6alif§rnia Gas Commany c¢laims after paying t;e Hqﬁolulu
Compaﬁy, the Southern Pacific Companies and the Midway Gaa'Co:pany. qz;
walle nom*nally paid 4o the Northern, ~xplorat;on Company, is in effect
paad to the Southern California Gas Company itselrf, and that inatead ox .
nax company Aaving only l¢ for its se*vmces, it is really *cce;ving
5¢ for the work performed by itself through the Xorthern Explﬁrazzon
Cozpany and for its own overheod and other expenses. The Commission
can give mo comsileration whatsoever to this coriract, bul will en~
deavor to ascertain what it actuslly costs %o prbducc'the gas and to
give credit in that amount, and taat amount only, 10 the Southcrn
Cali‘brnla Gas Comnany. .

(e) Contractz with local disgtributins comwanies.

we saall now consider the contracts which nave been entered
.nto by the Souithern Calz‘orn;a Gas Couzpmny witha tae 1ocal diatriouting. '
companies in Loa Angeles County Tor the sale by the former as a waole=
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saler to the latter as retailers oI natural gas transamitied through
the nain constructed by the idwyy Gas Company.

l. Marech 22, 1912 - SouthernCCalifornia‘Gas Comnany

and Tonc Beach Concolidated Gas Comvany.

Thiz contract provides that the Southern Calz'ornia Gas
Conmpany shall aell o *he Long Zeach Concolidated Gas Company all
the gas Whica the lamter zhall wse or diztribute in the Cit ty of
Long Beach toge ther witn Ll extenzions to the City of wilminaton‘
ané San Pedro and oﬁCﬂ other bcach cities to the south of tze City
of Long Peach ag may hereafter be supplied By *the Long Beach Com~
yany, thia gas to include both artificial and natural sas. Thq
'Southern California Gas Comnany agrecs t0 construct at its omm
expense o suitavle pipe line for +transmitiing the gas, not to
excegd's inches iﬁ diameter frdm ite gas plant in the City of Los
Angeles to_a'point Bﬁ theQnoriherly limits‘of the City of Long
Beacb; Tre point‘ot delivery is at the termination of thais pipe
line outside of.the limits of the City of Long Seach. .Affé: pro-
viding for the payment 0 be made for ariificial sas, if deliversl,
the agreement specifies the price to de paié for natural gaa which
shall be “the actusl cost to the company of suct natural gas at
the terminus or'the‘midwaf Gas Comphny's vipe“ine; including cost
of comprcaszon 4t the Comnany'z woxrks, 1if necewzary,” together with
interest atfthe rate of Gg per annum on that proportion of the
Company'§ inveétmént'wh;ch is pecessary to supbly ﬁhc*conaumer,
basel o# the ratio that the proceeds of gas delivered to the con=
sumer bears To tne cotal proceeds of gas generaxed or transmitted
by or throagh zuch invesiment, which . nvestmentAincludes for natural
gae .he.high pressure .ransmission line Trom tae terminus of the
Midway Gas Compamy's line <o’ the Company'z gas works, the machizery
located ‘in caid gas works usad in the compression or delivery of gas
Yo the consumer and the higg,prcsaure .ransmission,liné fr&m The

gas works to the point of deiivery “o the consumer.. Dcpreciaxiéh

a% 5% per aanun is to be included on the invesiment az well as an




,'.
hmoim. to *orov.ude for taxes equal to 4% of the grose smount paid oy
the conaumer to‘- the coupany under the agreement., This a.moun't has
now been 1ncreaeed vy the Legislature of this State to 4..%%. An
allowance o:'":%% shall alszo be added to provide Zor leaksge on the

tranenission line. The agreement iz o last for ten years from the

date of the completion of tae pipe line from the Southern California '

Company's gas plant.. . ‘

Und.er this contract tze Soutiaern California G&s Conpany
constructed an 8 ipneh main from its works in the City of Los Angeles
+0 the boundary of the City of Long Beack, n disttance of 17.926 mlosv
at an expenzﬂ of 867, 583. 13 and mixeé gas is sow being delivered
through sa.id p:.pe line to the Lozng Seach Cozsolidated Gas. Compa.ny

2. Seotember 23, 1512 - Seuthern California Cas Comwany

and Southern California Azson Comna.ni.

This agreement provides +nat the Soutb.crn Colifornia Gag
Cornpuny shall deliver <0 the Southern California Edison Company and
the latter company shall take 2ll) gé.s, both natural and artificial,
which the la.ttei- company may uée in the operation of ite gas dis-
tribum.ng ayatem in the civies ol Vexzice, Sbnta. Konicé.'and Sawtelle.
Tae Sou?.hern Ca.l:.‘.fornia. Gas' Company agrees to cons‘truct at its om
expense a mmtable- pipe line not less than 6 incaes' in d.iame'cer Lor
conVey:X_.'ng gas from its regulator station im Wilshi bize .'Boulcva:-d at
the corzer of Van Kess Avenue : in Loz Angeles to a point on the nortﬁ-
westei:ly“li'né« of the city of Sawtelle. The point of delivery is at
the termination of this pipe line. The consumeT agrees to pay %o |
tae Southern California Gas Company for na."'urmgé.s a sum equal to
its cost at tb.e point of delivery, together vr:.th an a.c,d‘i‘tiax;al m_o&
l,e' for each one thousand cu‘bic Teet of gas delivered.. The term "coat
to thg company"® is delined to include, in the case of Ana.tural g58,
the actual cost. vo the Southern Ca’lifornié. Gas Company 2t the terminus
of the Midway Géw Company's pipe line, including the cost of come
pression at the cobpasy's works, if neceasary, plus, interest Ligured
at 6% per anpum apd deyreciation figured at 5% per anmm on “that pro-
portion‘ of the cost of the tramsmission line from the terminus of the .

D




Midway Gaz Coxpany's line %o the coxpany’s g£as worxs necesgary o
BuPPly the consumer, baséd on the ratio fhat the naxu:al gas Sold to
the consumer bears to all gas transporteld through said line, plus a
:ixed‘sum of‘$500 per month to cover depreciation on the tranemission
1ine from the company's works necessady o0 Supply ﬁhe_coﬁsﬁmer, plus
an amount for taxes equal to 4% of tae gross smount paid by the con-
suﬁcr to the company under the a@reemént, plus ag allowance of 534
to‘provide-for leakage on the transmission main. |

The'térmhof,the agreemcnt-is to be io years from the date of
the completion of the pipe line to the point of delivery.

Under tazs ‘agreement tae Southern Calzfornza Gas Coxmpany has
construc ted a pipe line Partly 8 inches i diamcter and partly 6 znches
in diameter %o uawzelle, a distanre oF 14,749 miles, at an expense of
438,344.70. |

3. Octodber 26, 1912 - Souehern Californis Gas Comwany aﬁd

‘Loz Angglez Gas and ?lec rie Cornoramion.

This cont:act-prgvides for the supply by Southern California
Gaé-Company to Los Angeles. Gas and Xleciric Corporation of all the
natural gas necessary each day Lo properly supply 211 the latter come
panj’s customers and‘congumers, not exceeding 70 per cent ot'thé CarTYm™
ing capacity of the <ransxission main or mzins. The point of delivery
iz to de tﬁé Wezt Glendale Terminue of the hidway Gaa Company'a madn
at the cormer of San Fe*nando Road and Sycamore Awenue, in the county
of Loz Angeles outs‘dc the limits of the city of Loz Angeles. The
Soudhern California Gas Company agrees to construct o 16 inch.main fron
the zouthgrly end of the Midway Gas Coxmpany's main to the inuersec*ion
of the northerly limits of tze city of Los Angelcs, rom'wbich point
thc‘gaa ig carried througn & wain built for account of the Los Ange;gs*'
Gas and Fleciric Corpéramton, t0 the works of the lattér'¢ompany. fhe
Los Angclee Ccmpany agrees to pay to the Scuthern Califdrnia Gas Conm
pany Toxr the use of the m2in to be built by the lamte“ Yetween the end
of the Lidway Gas Comnany’z main and tne city limite of Los Angeleu an
" annual rental equal to 127% of the cost of the construction and 4
‘stallation thereef. The term of the contract is to-bq-until,Decgmber

s, o - 3
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2, 1932,

The prices to be paid for all gas otkher than such as is
used Yy the Loa Angeles Comnany at its g zfzcia& gas and electric
gencraming plants, comprezaor stations ané offices are as *ollowa.

(a) Por gas from tre lands of the Homolulu Company |

le‘cents'per_one thousand cudic feet. | |

(b) For gas frox the lands of the Southern Pacif;c Com-

ranies, 13 cents per one thousand cudic feet: provxded that if
the Southern Califo:nia Gas Coxzpany =ust pay 5 cents instead of
5 cents per one thousaald cubic feet for any of tris gaé, the
price to be paid shall be increased from 13 ¢¢;¢3 to 15 cents.

(¢) For gas from any other lands in the Buena Vista

Hills or Midway 04l Pields, 13 cents per one thoussnd cubic

feet plus the price paid by the Sout thern Calzforn;a Gar Compsany

to the party Crom waom it cecures the gas. f

| The prices to e paid for all gas furnishgd Lor the Lom ’
Angeles Gas and Eleociric Corporation's own consumption, st its artifice
ial gas and eleciric gencrating Plants, compressor stations anéd offices
are as follows.

(a) Por gas from thé lande of the Honolulu Company

14.3 cents per one thousand cubic feet.
 {b) For gas from the lands of tae Somthern Pecific Com-
vanies, 8.8 cents per one zhbuzand cubic feet, with 1) cents if
the Southerp Californis Gas Company pays 5 cents instead‘of-s

cents per one thousand cubic feet.

(c) For gas from any otuer lands in the Bucﬁa V1sta.ﬁilla,

oxr ﬁ:dway 041 erlda, the price paid for gas used for other purpoaez
less 5 cen 8 per one thouaand cubic Teev plus 10 per cent.
Mr. A. C. Balch of tae Soutne*n California Gas Company

testified that certain of these prices were ascertained as follows:

'y
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(&) For gas from “he lands of tae Fonolulu Company and
theresfter distributed anong domest~c consumers:

To the EHomolulu Companj.................... cents

" " Southern Pacific Companies.......... cents
" . Hidway Gas COmpany.................. cents
. Nbrthcrn Explorazipn Company........ cents
* % Southern Californim Gas Company..... 1 cent
Totaloceeneeseane.. 18 cents.

(v} For ges from the lan&s of the Eondlulu Compan&‘and
therealter used under the boilers of the Loz Angeles Cas and
Electric Corooraxzon, ete.: | |

~ The same as above except that 3/4 cents only ig paid
to the No thern Exploratzon Company, 1eavzng a total of l4. 3 cents..

(¢c) TFor gas from the lands of ihe Southern Pacific Com-;
panies and the:eafter distr*bu,ed,among domestic consumers:

The same as (a) except that tue 5 cents paid to tae Eono;nln ’

Company i not payable here, leaving a balance of 13¢. If the

Soushern Califqrnia Gas Compahyvpaya 5 cents instcad.bf 3 cents

%0 the Southern Pacifiec Componies, the price. %o be paid by the
Los Angeles'aas and Electric Corporation will be increased from
13 cents to 15 cents. -

"he‘Southe:n California'Gaé.Company 2l80 agrees in this
contract to build a second main ‘tranamiseion line from the Talt
Terminal to the ﬁést Glendala Terminal, 4o nave a diameter of sixteen
inches and to bve in operatzon not later than November L, 1913, unlo
othervise expressly prov;ded. This seconc n2in ha? not been builes,
noT hss any :elease of .his obligation been gf&en. |

Under'this cont act, the Southern California Gau Coxpany

const“ucted a 16 1nch mwain rrom the Tent Glendale Terminal to the




elty limits. a length of 1 008 mileas. The cost of tuls line,
toge:her with a furtber 2. 227 ziles waich the Southern Cali:drniav
Gas Company seems to have comsirucied within the city of‘Lbs Angeles
for account of the Los Angeles Gaﬂ and Electric Corpo*ation.vwn&
'¢34,175.26. ‘The cost applicable to the main owmed by the Sou:hcrn
Cal;fqrnia Gas Company would zeem %o be $10,648.737 The delivery
of naxurai K= through this line %o Los Angeles Gas and Elect*ié
Corporat;on o% arted on April 28, 1913 and %ue amounts delivered
 from May kave been as followaﬂ
| MBY, 1903ermerniieennenaanionionanace 7,358, 400 Cu. fz.
June, 1903eeeunnnernneiiieniinieaes 96,132, ooo .
Juz.y,.1913.....‘......;.........;....;. 136,121,000 *
AIGUTE, 190Bar el eutinensaennnnnnrenny 195,259,000 -
Septembe*, 1913...................... 228 §42,009; "
Of the amounts so deliver ed, over one‘balf have been used in'th; o
gae generaxors and under the boilers of the Los Angeles Gas and Elec-
trie COrporation in lxeu of oil for the meaufacture. of arti’zcial gas.
B 3y agreement dated Ap*zl 28, 1913 be tween these two
companies, it is recited that the Southera California Gas Coupany

has been unable %o deliver the full amount coniracted <o be e~

livered, and it'is »rovided that the price to bYe pai& by the purQ

chaser until the full supply is available shall znot exceed an average

price of l2¢ per one thousand cubic feet. A lester from A. N.
Kenp, First Vice Presidént of the Soutnern Californis Gas Company
to tﬁe Loz Angeles Gas and Xlectric Corporation, dated April‘iQ,
1913, and attached to tﬁé'cbntract, states that approximately one-
half of the gas will be billed at 8.8 cents and tae other hal? at
14.3 cents, making an average price of approximately 11.55'ceﬁts

per one thousand,bubictfeet.




4. Octover 26, 1912 ~ Souude*n Culifornia Gag Co*oanz_ynd

dconom*c Ges Companvy.

Thia contract provides Zor +the delivery by Southern Califor-
nia Gaw Company 1) Economic.Gae Comparny of Los Angeles, of natural
gas sufficiext to supply all the cusitomers and coﬁsumers offthe
Economic Cas Compeny aud for its omm uses in operating its artificial
@33 generating plant, compressor station and offices, not less tran
200,000,000 cubic feet per year mox moze tlazn an average ol 3,000,000
cubic feet per day, dut zot iz zZxm=xx exceess of 7 ;/2 per ceat of the
cérryihg cap;city of +he Yidwey Gas Company's main or m&inz; The point
of delivery is %o be ai the West Glendale Terzinus of the Xidway Goo
Company's main. It iz thence to e conveyed tarough the Southern
‘Calgfo:ﬁia Ggs Cozpany's lé-inck mzin %o the latier ccmb_ny 2 works
‘in'LBc Angeles and thence througk 21 g~inch = moin, °pec*ally conairucted
by:the“Southern Califo:nia Gas Comoany”or that pu:poee .o‘Lconomic Gas
'Coﬁpaay’e piant in Los Angeles. The Zcononic Gas CO*puny agrees 4O
ey te Southern Californie Geos Compeny for tae use of tze pipe lines
conséructed by tae latté: company suclk proportiion aﬁ the.gaé:convcyed |

through them for <he Zconomic Gaz Compary bears to the “otal gas con-

veyed throush them, of 12 vexr cent per amsum of the cou. of vbe*cdnw
, - - -~

struction axd imgtallation of 32id pipe lines. The o*icee to e paid
fox natu:al-gaa 80 delivered are ke came hooe vbeci ied in ths con-
tract oe.uecn ne Soutkexrn c ifo*nia Gao Comcany and vhe Los A_geles
Gzs and Electric CQ*poraxzcn, dated Ociober 26, 1913, and tezeizbefore
refe:red t¢. The * *m of tae con.r ‘ is %o e u;til Deqcmbcr -,“1952.
| ‘Unde* tzis contruCV, the Soutkern Cdlifornia'eas Compeny, in
add‘*'on to 1t lé-incn woin 4‘~-om the Fest Glendale ¢c*m1nu¢ o ive
worxs in Los Anveges, fatchcd const*uc ted ar &-inch m2in for 2 distance
of 2.256 miles fxom itc works 4O the works of the E;onomiciGaSHCompany
in L5s Angeled, fdr the latsex éompanyfa'exclusivé ube, at a cect of
$17,69€.2%. Under this contract, the Southern California Gee Cozmpesy
has beexn dclivcring and iz now dcl*ve*ing omixed gas”.fo.fhe

Zconoric Gas Company through saic :ainq
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5e Jarnuary 17, 1613 - Southern Calliforniz Gae Company ané

Testern Fuel, Gas end Power Compeny.

3y tkis coniract, the Southexn Californié GasiCompapy'

agrees 1o deliver and tkhe Western Fuel, Gas and Power Coxpany tq
ouy all the gas whichythe latter compeny shall distr;bute in Redondo

> in the vicinity trereof The point of deiivery is the »oint
waere the.sellqr{crtransmiszion iine intersects tiae cily limi*s of.
Reddndo, but outside of said lizmits. The' ustomer sgrees o puy

¢ the aciler'in the case of zmatural gas tie sum of oze cent foxr
cach thousand cudbic feet delivered plus the cost %o the seller,

whick ic defined 40 include, in “ke case of natural gas, the actucl

cost to the coxpany 0% such g8 &t the southern temminal of the X¥id-

way Cas Compaﬁy’s pipe line; plus cost of comprecsion at the com-
‘panyfe‘works, 1% compressed; plus interest at oix perréent.pér anpum
arnd éepreciation at five per cent ver annum on tant uroﬁortion o0f =2
coot of the tranomission line from the terminvs o‘ the Widwey Ges
Company's line to‘the Southern Cu_ifo*niu Gas Company’s gas works
'and-fh;t progortion of the cost of the trancmicsion line froz sald
.comparny's workes to tze point of del ;veryi oazed on the ratic chet the
natursl gas s0ld 4o the customer veaxs 1o 211 g 528 trassmitted
through said iines; plus 2n _mount Zor taxes equal to the percent“ge
of gzoes amount paid by the customer to tike sellex, now-#.é%; plus
an allowance of. 5 l/h” of the %otal cost for leékage.

. Unéex tn*e contrec. the Soutiera Californic Gas Company
built & 12-inca mdin Fo distaﬁce 0f 19.609 ziles from its works ¢
Redondo with an S-inch branch line so Torxence,- ot 2 total cost of
$139 217.66. Thiz 1ige iz muck -a*ger than the lines dBUllt to serve
otaer points in the vielmity, fow ze Teason that the SOuxﬁcrﬁ
Celifornia Gas Company expected to deliver through‘i: A-large amouvn®
of gas for uee under the dboilers of tae Relondo plant 6f the Paclilic
Lig t'aﬁd Power Corporction. Delivery‘under t2is contract staxted_

2 July 7, 1913, sincc,which tire nothing vut natural zac kas peen

delivered throuzh t2is main.
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The foregoing contractsc 2ll contain p*ovie.on for the
delivery by she Southern Californiz Gas Compeny of
as well 28 zatural gas, and mony other provisions,
neg not been thoughd necescary to refer.

The dasic princ;ple unae:‘y‘ng‘all these contrgcts ie 5 ’
payﬁent‘by.*hc diatribg ¢ng comnuny o’ the ¢ost of the gus ae;ivc*»d
°t.ﬁhe Yect Glendzle exnd of +%he "idmay Gas Coxpanyls muin, p
inte*eet and Gepreciation oz the additionsl invesimert oz uhe naxt
o< Sowihern , Califoraic Gaso Company necessary to serve cacb local

Aistributing company,vplua iteme fdr taxee and leakage. It chouwld

e noved thas the contracts with the Los Angeles Gas and Zlectric

L

vCorpo*a 102 anl the ~conom¢c Ges Company, the point of delivcryvis
clesrly stated to be at the Feoi Glemdele 2ermingi.

Tze Commission's object in 4his ircuiry iz %o ascertain the
falr arnd rezgonadle coét of the gue delivered at the Test Glendcle
Terminal. The Commt ssion iz not dlsposed ot ke present time .40
i:méffe re wit ‘the contracts in 30 far ao they provide for inze:eou
and. dep:cciat¢on on additional investment, toxes and *eukage. ‘;he
contracts were made at arm's lesgt: end repreaented what'thé portico
conzidered o feir sum o ve p2 Le 2y each locel dﬁstr.buxins comp.nj
in*addition to the coat of - vne gas at the West Glundale Terminal.
Thefthcory of the conxraCueg;s that each company chould pay an ad—v
ded #xx agount proportionaté $¢ thc a2dditionsl investment pcégaséry
| convey the ges %o it from the Test Gleﬁdalerfe:minal.- Taile this
arﬁ#ngément presents a very important “uestion in the theory of
pubiié untitity rates, ze Commission does zot deem 4t necessary a4t
the. prcsen* time 1o dia.urh ke cox tracts in the Tespects ﬁgtein-\
before iud&Cade- In perm,,. 2g ‘e contracts o 3v anﬁ, Zor the
-preaent, in thcse‘reapecus,. % muzt net e aesﬁmed taat theyCommis-
. sion eceusuriiy ag provec .he theory or waich “hey are’ ouse~.or
the detzile of zrriving atihe amounis 40 be paid. It w42l be suffi~

cliens : Ln present inguixy to asccertain and cstabliah the rate <O




be paid for matural gos delivered at the Vest Glendale Terminus of

the Midwachaa“Company‘sviiné, and 40 thiz problem we zhallAnqw sddresns
ourselvesﬁin detall. ‘ - - |

To determine thia mattcr, it will e necezsary now to con-
sicder the followins subgec 82 in#eg;ment, opefaxing expenses, de- |
precia»;on, roya¢ties. rate of”returh ané .the raxé. |

7.  INVESTMENT.

Under this head we shall conszider ine follovizg itens:
(2) Wells.

(v) Drilling eouipment.

(e) ’Gathering lines.

(d) Transmission main.

(e) Compressor station.

(a) Yells.
A return on the Honolulu Company's invcs tment in gas wells
is included in the przce of 5 cents per thousand cubic'Aeet walck
the company receives for all bav del:ve:ed oy it. A3 fu}l‘credi:
w111 be given the«e paymen.s unde the head of operating exbenses,
_we snall congider under the Lead of 1nvestmcn for welle only the
Ixnveatment mede on ouher lands to serve tne transmis;ion main.
- Tue cost of tre wells now completed nag been as Lfollows:

Purchnsed from Aszocinted 0il Comvany.

Nol = £ 20, To 3L Su) Re 28 Beverocnvesnsooencncs $62,688.59
Ho.2 - 520, T. 3L 8., B. 23 Brvevccvancascananess  29,159.62

Drilled by Yorthe*n Exvloration COmnanj.

26, T. 3L S. R. 23 b...-..--.-----.-..... 40 645.89
26, T. 31 S. Re 23 Bueevernsveioreeaneeans  25,781.72
Cost. uncomnleted wells drilled by Northern
Explo.axlon Company, ;h amount cetimated to come

plete tnem, as given by Superintendent E. 2.

MbClzn ock, is as ollowa'




Expended Ectimated | motel.
' to corplete

Well No.k 7.31 S, | 13,793.77 . 32,000.60 45,793.77
Tell No.l 231 S, 3,508.88  20,000.00 = 54,508.8

|
)

‘Tell No.3 ~.S.22 .31 8, : 27,565.69 . 10,000.00 ~  37,665. 69&
Yell To.l = 5.6, 7.32 S, 4 19,822.11 . 11,000.00 . 30,822.3%
| - Grand total, K 379,051.04

‘The wells drillied by the Acsociated 041 cdmpaﬁy were saxen
- over By tie Southern Celifornia Gas Company as p*ovided in tae con=
tract bc.ween the Southern Pacific Ccmpan*es and vhe Southern ua_i’or-
nia Gas Company doted Yerch I 1, 1912. Their coot 43 iz excess of
thelr real covt ag gas wel S foﬁ the reasoz tnwt the Asaocia ted Q4L
Company wants oil and'ndt.gas and that after re_ching gas furtaer
large gxpenditﬁres were made in an cffo:f {40 convert-the gas well.
into n oil well. Tne cost pr;ce of *he two wells hitherto coﬁﬁle:cd
oy tne Vor.hern Txploration Compeny was taxez Irom i -booka of“thé'
comnany and c*udee chachs for ovexrhead expen ii»u*es, such 23 cUner=—
int ondence and of’ioc ezpcnses.f Tae taree wel a'dril*ed by <he
\,ABQOC& ted 0+¢ Combany.aave never been dramm upon, ana the .wo'driiled:
vy the Northé-  ~xn*ovation Company 2 aze used on.y in cene oL fai_nrc
Iof ;he .onoln¢u Conpa y to: de’ive* the entire amount of gas needcd
by the % .nsm¢osion z2in. Mcncevpacac sive wells gay xeix =1l e
p:O*erly revﬁ:ded as zesezve re;;s.‘ , |
- Therg_*s conciderab e oubt ze to what portion of the um-
cqmplete& weila'being driiled vy the Nerthern Explora:ion Cozpany
shoudd bc”inéludcd 26 investment in this proceceding. 'Any oze of Ther
&Y come iﬁ ;# an oll well any'day, 1m which svent L%s.cost could :ot
be coﬁsideréd‘in this inéuiry.  ozly zeceatly Tell To. 2, 'bn-
:SeCtidn 22, T.‘31 S., R. 23 T., woich wes teing vored by uhe‘wort-ern
‘mxpﬁora.ion Comp 2y for gag came in a2¢ a big flowing o4l well. Of
thc fouvxr uhccmnleued welau, two srew inaicutiona of oil, one looae

like 2 ges well, and ~“he fourith I1s eusbended\and may e 2 Lo08S. LY
o all ‘

eilomirg the‘presenx and estimated *uun*e cont of /iaese four rclls,

-
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the Commigaion will be more than liberzl in i<z vimate.

We 3kall allow the full present cost and estimated cost
tc complete all these wellc, amouniing +o & %o%tal of v979 051 ok.
Tor the recsors hercirafter stated, we sLall eezima 4he cost of .
prodﬁcing sy 26l :ioﬁal”gés waich it may. be necessery o develop
and shell considex éﬁch coet under the head oI operating expeneces.

(v) Dxillinz eguiorens.

In 2ddition to tke investment in wells, thexe °hou1d ve !
lncluded in the inveavmcn* tae d*i’ling eqcuipment necessary 10 cén—
tizue Grilling operations to provid ¢ for & supply of ges iz the -
future. Az representing a“reasonable inveatzment, we dee&re‘@ovdraw
atténtion o the iollowing‘inveztment Zox this puxpoze claiméd [-)'s
the Northern Exploration Compeny, which s mow rupming five oizirgs
o t002s: |

" Drilling tools 32%,890.73
7cu.pdent 2,777.%2.
"ie*d inec (gas 2nd water) 1,912.19
:ield insvruments : ' « 326.74%
Automoviles 3,438.13.
Yaverlals and supplies 19 777.39'
Ufiice furniture azd fixtares 00«+.31
Co ~‘*su:y : , l »9025.72
Gezerel field information - ' 222.72

egal. expernses ‘ 2,38 .0%.

'fh§£‘_né§,, , ‘**’6$§i6§“

™ oo e
+O%E »

- Toxr the puxpose of thic iavestis tionﬂ,re shall 2llow an

investmens of & 70,000 &o ample o cover all necess Tield develen-

went equipment.

(¢) Gatherinr lines.

The report of thic Gonmiacionaf depariment of ztaﬁiatics:ni
agcounte szowe thét’Souzhern Califeorniz Gas Company inveated in
gatheriug.lizea to‘conﬁey gas-from *ae welle to the ”_f* Terminal vo

30, 1825, the suz of $67,327.C6. Tais e.mo'n.n" ¥4l e

P

v the Soutizern Californiz Sas Compeny is alce

ting the comsiruction of 2 nal gathering lines in the

'-36-
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L2eld and the comgiructior of 2 second transmission muin connecting
therewltsr and rumning from the Teft e*mina¢ past but 1ot through -
the compressor stztion into tae p:caent transzisglion maizn *ox .he | |
purpose of irsmomitiing gas of a presesure so Zigh :hat:it is not
necessary to pess it Touga the compressor ostation. Tae eztimate for
these gatiering lines ig $61,597.69, and for the transmission mein
’$34;796.59ﬂ Yome of these- expenditures 2ave 2¢ yet been incurred.
Tae arguuent in supzor o- such exben"*ure ig trat the company
does not desire o mix ki h vreszure gac with lor'prcouuzc gos fox
ke Qeason that it would rcsult in ‘*jury uo either the high p*easu:e ‘ i
or the lov Pressure wells in the field end ***v sucn 2 couxse would
save the.operating-expenses fox compreseion for-paxt o¢'1ne Zaz.
On the other hand, +the Zonolulw Comparny has contr“ctcd
%0 delive:vls;OOO,QOO,cubic(fcet of g2 urinv ;h fi:e» yea_,
2o,coo,ooojcub1c feet during tae zeconld year and zore thereslter
f;‘  - onek d/p:eSsuié, according to the requirements of e ouyez, up to'

450 pounde %o 4khe aquare inch. " The Honolulu Company ic\now dcliverﬁ‘

.

;ﬁg gao tc vhc prc~ent capacity of the traremiacion main and wil;
300n te C&l*eu woon o deliver 20,000,000 ¢ébic Zeet pexr doy, wrich
will be at least the capecity of the presént nain wﬁen'the gasxete
have veen *eplacec 50 éa to’e*ov the preseant seriouh iocs Lrom Dlow~
ouxs. t the zearing, Ceptain Matson, of the Fonolulu Coxpany,
testif;ed tast 2ic company int ended o ilve wp fully %o ite contracts
énd we are convinced that the company will do so if 1t can. As tear~
ing on 113 2bility o do s8¢, we. wouﬁd Eraw attension to the fzet that
the Souttern Culifo*niu Ges COmp_ny*s Zvll zeeds are nbw being 5npplied
from three of the Hozolulu Coxpany’s wells. Ve call attenticn 3150' '
o the fact t ﬁ the pressure at the Taft Terminal hic gradaal ¥ in-
. creased from ex ave*agc'of‘ISi pownds on Jure 1, 1913 %o an average
of 2h6 pownés on Se*.emoc* 30, _9,;. in. otne vo*d,, ,heféontraat
iz no. 'euveen high prea~u:e wellv una low: p egsure rells, but bc vReen
.avex

\.high prcasure rel 2zd cuhe* =ells noac/n:csou.c i3 considc:_o*y

above the low mressure unite of the comp:eeso- p*ant.A-ﬁhﬁﬁe“we do net

Cesire 1o Dbe plécedvin the poaitio*-o’ advising +he Southern Califo:nia

-‘ Jo—




Gas Compexny whether or no%t 4t showld incur teis additional expendi-

ture of almoot $100,000* we are convinced £ 4t would not be
reazonablé.am the present time to include these poaaibie expenditures
8.2 pext of the imvestment in this procecding. Tae expenditurec

have rot veen made, and there would zeem t0 be consideradle dowdt

as 1o the wisdon of in nourring tkem, 2% leest for some time Lo come.

(4) Trensmizsion mein.

As tereinbefore % aued, $b¢ vraaczission main to carry
tae zas from Taft ;e*mina; %0 tke Teot Glendale ”e*minal consiats
of 211.1 miles of 2 12 3/&- nch outcide diemeter 31 pound lap welded.
pteel p.pc, connecued by zesns of Bresser couplings.

This mein was comsirucied by the Xidway Cos COmpﬁ?
wnoae records show accurate*y and in detall the entire exnenditure
taereon., Theve expenaituxea aave been exam.ned ay taia COmmis 1onts
expurts; wae repor‘ vhcm 0 be reazoaazbdle 1n _mounz. ,Thc‘entire
cost of the mains as of axgust 31, 1913, ae showxn oy tﬁe,Midﬁay

Gos Company's books, 1o 268 follows:




Subseq.to- Totol
Agr 28 71«) -

$ 200,00 $

2xior to
Apr.28,1913

Pronchises g S ‘
Righte of Way \ : %9,L51.09
Trensmizssion La..z.n., 1,194,260.66
Surveys ] .

‘ 200-00
© o 29,151.0% -
706.06 1.194. 966.‘72

' Uster Maims- -
- Engineexring: aauipmnt

Rocds ond Bridges .
Rent Storsge Yards
Zocal Genersl Growp
Zong OffLice Grorzp
Trench

. Dipe L.0ab. A.’Ll

~ Plpe Coot i::s :
Frefight

L Vs:z.vos

Service .,o:meotionu
Couplings

2ipo, S'co*e.gc ‘ard Loading
Zeuling 2

Loying I?i;po

Tosting -

. Subsiamry Coxnections

11,827.66
"8.809.91
487.00
68,353.35
25.079.2%
81.587.86
308.,792.20
18,283,458
188.803.71
11,556.56
1468.95
67.514.42
127558.75
97.690.85
40.821.51
13,143.64
8.156.85

- Cloering Landscape™
anineer‘ng Foos

Loz Angoles 0f£ico. Ezpeme
Interest and Discownt
Auxdllisry Opr. Feetures
Enploynent Agency

Test. (Misc.. Aecownt)
A.ut,omobile z.quinment
Tools and ' Bquipment:
Boarding Homso Bquivment
Hospitel mm.*omcnt
Stable Eauipment

Je Go .mite, uu.nd.ry Expence
Ingurance -

Price Waterhonce and Co.
Ray RO1l '

Mfzecllanoons

© . Patrol EHouses.

Toxminal Stations and Zouses
Xeotors and Regulators

. Molephone Tines.
R .:»pecia‘l ‘Powndetions

Avto Equinmont

Tools and Iguipment
Gonoral Equipment
Bocrding House Equipmont
“Stable: r..quipmen‘t ' .

Generel 0%fice Equipment
Logal Expornso &uring Const.
Texes: Dnm.ng Construevion
. Tatverect During Const.
Mccollaneo'as : ‘

22.500.00
1..091.70

74,12
10,893.22
3. 459,70
17.921.42

Z1,621..83
35.852.51
13.244.22

T251.78
5.018.42
3.310.27
4.959.71
2.500.00
2,707 .53
1.060.82

2 856,56

19,327 .60
53.616.15 '
10359 .44

23.184.61
28,084.97

- 11,125.00

4,438.00

1,169.34

1 ,051.59
15 958.9’7

"605.80

SlZ.85
5,640.00

641.06
82,142.00

'5,962.28

1015.69

36.00

242.87
9.45

" 19,728.1%

62,365.13
10 452-10-‘
33, 184.51
28 084 97
1L 125.00 :
5 453.69 g
36.00 -
L,181.66

| 1,294;.46" g

15,958.97
£05.80
S22.30

5,64!0'000‘ ’
- 641.06
82,142.00
5.962.28

Al

$1,507,081.41 §11,464.57 $1,518,495.98




To this total should be added the Lollowing items:

Conoiruction work 4in progresc $ 3239.60
LegaX expenses 755.00
Incorporation Zecs | - 201 .00
Uleccellaneous _

-  Grend total, £1,519,963.03

refereace o promotion expenses, t appears +that capital

face value of §2,997,500 was Lgsued o Jozn Yartis in
exchange for his WO contracts with +ke Homolulu dbmpany and withoux
the rayment oY any caah. A will nereinalter appear, . tne Souvthera

Y :. . Uhe
Californiu Gas Compuny can produce. gao for at lezst as| low aa/5 cents

|
ol-bo thouaand cuoic Zeet which it pays .o the Tonolulu Cowm *wny undcr
aaid qontr cv3. Thile Mar;in and hiz asgoeciztes uacdnpor*ioﬁa o34
‘this stock té 2id in the aaie o %Ze poxnds, ppcurs thaf‘Mux*in
201d bonds of tie fzce value of $500,000 at the full p:ice ks ch ‘he
paid for them and tﬁaxfhe resains cbout 7% of tre &b ocs. '¢ne -other
prom§terglalso retaln large‘portiona of the ctock for which'vgey gave
nofh#ng. Iz view of tke fuc that the rate of refurn ﬁereiﬁ allowed
will*be'la:ger than the intereet pald oz she money bor*owcd uO build
thc plgnt PLUS the amoun. necezs ry +o umoruiae Yhe discounz oLy nc
bbndb; 60 that *horu wi;_ be & gin for aiv‘dends oz tne bvocx or
for increasing tie valuc o the plant, re‘belicve pAeToh thc promotere
have already been CO”penJ .ed in the ornezsh_p of.,-c e.cck for p*o-
otien servicee axd that no ...ci.c’..~ viozmal ﬁmoun.vneed be.addcd 0 invegi~’

ment under thic khezé.

We ckall accexdd ng_y °“low 23 inveotment for transmissioz

madn and appuxtenancea the euz of 31,519, 96;.0,.

(e) Comprescer zhation.

The Southern Celifornia Gas Corpeny is noW conpiructing near
the Teft Terminal, along the zein tramcmicaion lize o compresaor
statior for the purpose of ingcreasing tic pressure of the zas to

L55C pounds to thc aquare inck. Tae present installa tion is %o coxz zict

-




soz un-te of 1000 Z. P.

-

of %azee Cooper~Eall tmo-ssage cozp
Tae zaved capacity of eack unit is lp,OO0,000 cubic feet pe_ day or
contizuous operztion. Cme wnit ic 40 take tke gas-at a preaauxe of
L5 pounds ahd to deliver it at 145 Pounds. and tkhe otler two are to
toke 4t ot or xzEuEX JbOVeE ;35 potnds snd to deliver it into the-lize
at 2 pressure of 450 pownds. The expendiiures Zor tke compreccor

to Octobver L, 1913, were represented by the Southera Cﬂ"forn*a Ges {
Compsny to bo §45,996.8C and she. estimated total cxvendi*ure for the
installatior of the three units now being owilt is ,,461 503..;0.

It 1o estimated that when the fourth '.mi" 13 ms.a:u.cw 12 instelled,
1t will ccs* the suwx 07 &60,000, mzking +he total co;ple.e‘for 4he
four umiis §52.,993.;O.

In view of the Horelulu Cor.:p..r.:,r"~ rac* to Geliver during
this encu;ng yeaz 20,000,000 cubic feet of oY pe* day and duzing the
;éxt year 25,000,000 cuwokc feet - zn omount cleaxly in excess ol the
.capacity ol the present zingle transmiscion meln - and of tk
. Hondlﬁlu Company's appaxent ability To xake good, concide:éble douo®

‘hus “riuen iz our minde 23 t0 Waether we could feaaon@biy‘atfthe e

sent %ime Witk only oze tramcmiosion zein allow any portion of tize
cgét et thie'plantfunde: tﬁe nead of investment. If it‘bec;ne‘ |
'Jngcessary to'cozprecs‘the gas delivered oy the Eonoluiﬁ Comﬁany azd
to char&e'thé coat asainet_tbat coxpany, vie cha:gevso'madclwould
‘appear 28 & dedubf*bn*‘*oé **e‘5 certo per thousand cubdic Eéetjof
gus‘no. puia to tze Somo lulu Company and world thug de teken care of
in opcrating exp 3cs.

| 2. Ao C. Balch tcs ified that the plent was being comciructed
iaxgely a2 ; pro.cc:ion %0 zseurze & qo:tinuoue SUPPLly of’gaz in
‘éase'the Heroluiu COmpahy zkould fail to carry cut ita contzzact 23c
4n case it were fourd impbézibie +ken to develop and meintain enougk
high‘p:ésau:e wells %0 supplzu;he 2eeds of Los Anseies County. Such

evidence as there ic im this procecding temdc stronzly to show that

g%
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neitker of these contingencies will occur. While we have Tinelly

- concluded, in'orde: 0 e absoluteiy feixr o the men who are
financing +zis eaterprise, O include :hiajitcm;infinyggtmc:t, vo
chall not ailow the $60;OCO vaich 1z the egtimzied amouﬁt to consiruct
tre zecond low stage wit Which i 4t nmot mow piazmed to comstruct.
Nor ehall'wc‘allow'thé cost of the low arage wit now being CORBETUC T
ed for e rezzon that this siage only corpresses Zos **cm L5 pounds
o 15 pounds, while <he prezsure of the gas bcinﬁ delivered by %k
olulu Compary has 2% _ined an average of 246 pounds ~ﬁc ls atesdily
adnancing. In other uords, u“ere ic abao*uzely no nccd fo* axy low
- stage uwnit 10w and no mezsomcble proavect for ite nced durirg the
next fcw:year'. Thiac we have oeen urzone to uacert...in:.he proporiion
‘of:the'céa*' £ the coxpressor walch is fairly c*v~aeaolc - ‘thc~lowl
stagc unit now being coaotruct»d, Lt will oe cono.der;bly in exccss
4 the $60,000 it for weick space 22a been provided in the plant
a8 ncw oe;ng ouilt. 3y subt r_ct¢ng ozly $60,000-‘roﬁ the ests *ed
‘coat (P4 5%61 503.10 0 complcue the firzt three a_i*a, we ahall err,
it a all ‘oz the side of 1ib&rality. Te shai; allow,w -,5,;.;0 for
this item 25 invegtzmens. [ _ ‘, ‘*
The total irvectment %o be aliowed, on which & reazonabl

turn szould ve eaxned, is accdrdingly ac followes

Ltem o X7 Reculired

Telle Sco*plé*cdg | $210,260.59

Wells (dxrill ing 95 ,790 .4“: 73 » OOO 00
‘Drilling equipment 63,982 6,o¢7 &0
Gathering lines 67, 377.06 ‘
Trancwission main : py 5&9,963.03 .
Compressor atation(ezsimate | Subsract

“o complete theze unitc) u61‘533.1o - _60,000.00 401,593;10(
| Totel, ¢2,%1s 926,53 19,027.80 42,%37,5%h.23




8. OPERATING EXPRENSES.

As nereinbefore stated, the wells drilled and now
being drilled for gas other than those of the Eonoluiu Covpany,
will be considered as part of the invesitment, dut tae coct of
such welle az must nerealter be drilled will be charged to
operating expenses. ’ A
! As o nmatter of theory it would be possible eithef'to
coﬁsider the cost of these wellt as - part of capital account,
charging off each year the proyer wmount Tor operation,{nain-
tenance and depreciation, or to ascertain the cost of pro-
ducing the gas and simply to charge tais amount to operatiag
expenses, a3 has been dome with the gas secured from tae
‘Zomolulu Compasy. In view of the fact taat the Life of jthe
wells is comparatively short and that they will in part e
completely worn out prior to the priration of tue tén jear
peéiod nerein referred to and of the difficulty of estimating
the exact hgmher of‘wells‘nccessary to ve &rilled during said
neriod, dnd 0f tke presence in the record of Buzficient_evigence
oﬁ‘which to reaca a conciusion under zhe‘second method, we
bave declded vo ascertain the coet per tnousand cﬁbiérréet
of Qroducing.additional gas and 4o allow that amount a3 oper=
ating expenses. The pet result wnder eituer theory Would be
’ pracfically the same. | |

The finst item to be conzidered under tais nead is
the cost of developing adéitional gas, consiszting &f the
cost of drilling'the welis and the cost of chg?gamhering.

lines.




The evidence showz that the average cost of drilling
the three gas welle which were drilled by tae Associated
0il Compény snd turned over o tae Southern Calirornie Gas
Company was $47,944.33. These wells, as hereinbefore
pqinzéd'ouz, were unusually expensive. The average goz£ of
these'th:ee wells plus the two drilled by the Northern
Exploration Company was $42,052.12. Tﬂ%lévidence shows
that the average cost of drilling the successful gas wells
of the Honolulu Company was $34,092.00. Azsuming one
failure~tq two auccessful gas wells, which assumption is
established'by tke evidence, the average cost of a euccésa-
ful gas well, making due ailowance for failureé, would.bg |
$5,,138.00. 2y adding an average cost of $3;000.00‘fdr"
gathering lines, a3 assumed by Ford, Zacon ;nd‘pavis. we

gecure a total of $54,138.00, which we chall conzider to

be the cost of an aversge successful gas well in tkis field,

with the necesenry gathering lines.

We snsll now direct our attention to the average
1ife of theze wells and the average estimated'daily;out-
Put. From a study of the history of all 1he gas‘wella in
this field, beginning with the carliest Standard Oil
Comnany well, Xo. 1 on Section 26, Towmnship 31 Soutﬁ,
Range 23 Zast, waick was completed on October 11, 1909, up
'tq.zhe preseat time, imcluding three wells of the As-
sociated QiLl Comurpany, fourtgen of the Standard 0il Com~-
nany, twe of tae Northern Exploration Company and seven
of the Honolulu Company, bearing in miﬁd the performance
of tae wells bored, the initial opexn Tlow volﬁme and‘rock

resgure and the cubsequent reductions both in volume and

4




pressure, we have reached the conelusion that 1t s reasonsble to
asgumoe an everage life of five years per well with an estimated
daily output during suid poriod of 2,000,000 cubic feet. We
accordingly have tke Lollowing table °now1ng vhe cost of m&inta;n—
ing & gas °unnly;ha° an Operat;ng exnonse: :
Estimated coat oL each’ proancing WeLllesenonaea$54,138,00
Zstimated daily outmut for 5 years........;a +000,000 cu. ft.“

t“‘tim&to& tot&l O'tlupuv.....;.-.*.....-....3 650 000 M. C‘U...-.v

Cost'per M. eu. £t of guzideliversdle
into line " . 1.48¢ por X. cu.Lt

It should bo noted in thiz connection *hat in the contract witk

tho Eomolvlu Company and vhe Sou*horn Recitic Compunic, the parties
epparently assumod & cost of 2¢ per thousend cudic fect Lor Pro~
ducing the gos and 3¢ for rental of the lend and the value of the e
gas itself Au hereinvefore shown, the cost of‘devolopigg-the gzs
will nrooably/less teen That ascumed in these contraéts.- |

f The following table repres ents whet we consider £o bo
feir gnpuel opereting expenses in addition o the cost o dev;lopins'

the supply:

Ttem ~ oyaﬂnmzow : GATIRTENANCE . DOmAT

Gas wolls 5 7,581.02 $ 5,790.51 $11,371.5%
Drilling eouipment o 700.00 700.00
Gathering Lixcs 3,365.85 1,346.74 4,713.59

Comprozsor plant
© Lebor  12,060.0C

Supplies_ 2,000.0C 14,060.00 31,042.81 . 25,103.81
Trehomicsion System  45,596.89 15,199.63 50,798.52
| Dotal | 70,6087  52,080.69  102,667.45
Gonorsl Expense | 16.214.25
| Grand Total . 120,901.70

”here is no ovidance bearing on the nuestion oL the
' operating and maintensnce e&nensec applicedle to ucllu. Te have

allowed 2% of thoir costibr overating and 1% 2or meintenance, waich

allowancc we believe vO be amnlo. Roferring vto drilling equipmen t,.




thc operaiing expease end a greater portion of current repeirs
are necessarily included in tie co3t of meintaining a gas supply.
Ebwe#er; we have added 1% of the totel velue Zor maintensnce an-
nually. Trhe cherge for getbering lines it 5% for operation and 2%
for mointencnce. The opersting expenses ror the comprossor plent
teve been calculated on the basis of oxe superintendent,‘three
engineérs, vhreo az3iztants and two Lelpers. The maintonance oxe-
pon3es are two oOr three times &g much as They would nave been had
tke plant.been:nn:& wched as a steex driven suation. Fo* tae
trensmiscion mein we have evtima e& an annusl oberating ezpon°o of
3% of tre “rensmission investment for operation and 1% fo* mainte-
nence. Thisz es t*mate is *ghtly in excesc of .he expenses skowz
by tne »eport Xor en esctual opera ion oZf this main during four
‘months, a3 rreparcd by tre Commisg*on,s department of statistics
‘and mecounte Lrom the actu&l‘reéords. |
| 20 these operat ing expenses will be &dded taxos, smount-
ing t0 4.6% of the gross revenue, 83 provided ﬂy Chaytor 6 of the
Laws of 1913 An allov;nce o 13.3% of ke gas received, will also
be made for: loeces - estimeted as follows:
Comp*essor station
, Fuel..,..............'...2.74%
ASCesannenanncninnannna slb 2.9%
Crensnission 1ine ececescicessoccena.. 10. /
‘Not classiZ 1ed.;;..................... .4/&u
| | 15,55

9. DEPRECIATION.

The sllowence kere made under the houad of &epreciation
is not the allowange wouelly nado Zor deteriorction of the Physical
property due To use, ege, obsolescencé'or'inadoquacy."The'ﬁllow_
ance, hore mede. is mach lerger then would be recessery for these
prryoses. -As'hereinbefore stated, we heve assumed 2 minimﬁm Life

o0f ten years for the field aveilable to Southern Californis Gas

Company. TLhe actmel 1ife of most of the physical elements of the
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‘plant  will undogbtedly be in excesa of Ten yoars. Tnder %o
heading of doprecistion, we zhall mow gllow g sufficient amount

for each item such That 1if depoeito&'at only 4% compound interest
it will at the on@ of ten yoears retiro the entire principal less
The estimeted salvage av the end of sa1d period. In o%tzer words,
thiz allowance will remey To tho promoters of this‘entorp:ise Thoix
entire capitel invested, within only ten yoars, lc3z +the salvage.
I£ the Lio0ld last 8 longor than ten years, &s i° brobable 1* iv'
'obfious that 2 further adjustment in the zate mnst herea ter bo
made. For the prosent, we believe that we are entiroly fai: “o the
promoters of thic enteryrise by providing for the returr of tho en—
tire investment in ton yesrs iz sddition tovallowiﬁg & reasonsble
roturn om the investment in The neantime. I£f tze field lacts |
longor than‘tcn years, the ownerz of thls emterprice will thoro-~
éfter meke very large profits waick it might ve fair then‘to‘snare
wita the public on come bazis ﬁereafter to be dete:mxned;

<he following tabdle shows the capital invezted, <the
stimated aalvago and the vo-called denreciation annnity Yoxr eack

0f the items waich erter into tae investments
' ‘_f)__‘r‘b?n‘ CIaTIox

128 CARPIDAL - SATTACHE ANYUITY
Vells 5 379,051.04 & 35158759
Drilling oquipment 70,000.00, 17,500.00  4,375.00
Gatherizng lines 87,337.06 13,467.41 4,489.14 | -
Compressor etation 401,59%.10 200,796 .55 16,733.05
Trensmission line 1,518,876.58 295.649.47 . 102,102.26 |
Intengitle B 1.086.45 , — 90.54

2,437 ,944.25 525,413.45  159,377.58 - |

In the forésoing tavle, the‘dopreciation annuity in éaéh
cese is 8 1/3% of the pfinqip&l loss salvage. Ko calvage 15 aTowed
on the wells. 4 éalvage.value o2 25% hag been estimatod Lor drill-
ing oguipwent and 20% ‘or tae gathering linez. Due %o 1«¢ Lnuonbted'

_which wight
value iz comnection witn an ertificisl ges nlan*'/J Yo ectab;isne&

in tae ilfdway Fiold when <he natural 22 hes beconme partially or

entirely exhausted, we heve allowed & selvage 0f 50% for the com-
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nressor. ?or the trensmission main, wo have allowed the salvage
ca is leas +rhan the szoun’
of 19 1/3; *imated oy Mr. J. S. darrett, cox ul‘ing ensineer and
aesistart geno*al manage* of Souuho*n California Gac COmnany, in
hiz testimony on the Rearing in Application Fo. 202 before tris
Commis ﬁion.
The totel annmel cherge allowed for deprecistion

apnulty 4s $159,377.58.

10. 20YALTIES.

We'shéll 2ow refer agein €0 the two contracts entered

into on Mareh 1, 1912 betﬁeen ko Southern Pacific Companie” o2

tho one hend and tho Southern Califorzie Cas Company axd affiliated
partlos on the other. The first of these contracuu; called the
"Exploration Agreement”, in effect gives tze. Soutkern Caaifdrnia
Gaz Company the exelusive rig %o enter upoan the lands of ﬁhe
Southerz Pacific Companies for twenty years end to driil fOr ges.
The Ga3 Commexny agrees o offset at itc owa expezse by moang of
weilsfon this-land g1l gas wells;driiled on adjscent lends ~and £0
kéep two stringé of v001s constantly;at‘work or vre lend -

0% tho Associsted 011 Comwany. Tho contracty c§ntains recinrocal
provisioné for the turning over at cost to the Gas Compony of gas
wells drilled by & Southern Pecific Company and of oil we}ls
drilled by'the Gas Company-to=the Souxhernizacific Coﬁpanj on whoso
land the well is drilled. The Gas Compsny esgrees to pey to the
Soufhern Pacific Compgnieg B¢ per thousand cubic feot for =1l gaé
tekon by 1% from thelr lands, excevt that 5¢ shell be paid Zor. suc@
'gas 238 mey dbe takcn *rom wells drilled and omeratod by o Southorn
Racific Company for oLl but contoining gesz in conjumetion theTewith.
Theo 3¢'rep*eéént° mercly the rentsl o the land and the value-bf*-
the gas. The: S¢ includes rentel of lend and velue of ges plus coc
ol developing the well, hich 1atter amaunt iz kore spperently

agreed wpon ty the narties o be 2¢ per vbouoand cnbﬁc fo0t of gaT.

A1l payments. made undc* this corntract aro made either for ren tol

of lend uced in driliing wells or Zor value of the gas sctually

produced therein or fLor develoyment of Tolls-~in eithor case for
, . , 2
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- aetual zervices roandoered or commoditiearsupplied.

The other comtract of the cawe. date, called the
"Supplenental Agreement™, 4is of an entirely different charscter,
Thic contract provides in efoct trat in.addition to the peyments
agreed upon in the prece&ing contracts, vho Southern Californis Ges
Conpany Uhull »ay ©o the Sontzern Pacific Companie~ “he £urther
| sum of 3 centamer 1000 cubic feet for all geas dolivered into tke

transm1°°ion mein from all land@ in the field no%‘bwned or controlled

by uhe uouthern Racific Cowmanies. In ovker words, if tko Sdnthcrn
?acific Compan¢ee ghould do mo work waete oever in deveibping’gas
vollu on their land., end 4% the gas transaitted into the main should
e *aken execlusively from -other 1a s, the Southern ?acific'Comnanies
would neverthelcuu recoive 3¢ ver thousand for ooch cubic 0ot where-_
| .of. Bazed on the theoretical carrying capacity of the mi&wayhmgin,
| the annuval payments‘or-royalfies to vhe Southern Pacific COmQanies
fqr gas_socurod from wells drilled on o% ncr peoples’ lands would bo
$284,700.00. Tre contract furtkor provides. taat as long as tne-
vaymenté wrovided'tho—oin are nmade the Souxhern California da@
Commany shall be *olieved of tze necesei‘y o offse ti“e wells
bcred on _and° anaCan to +“he Southern Pacific Comnanicw 1ands.

;he pertics to this contrect attonpted at vhe hearing to
Suntify 4t s follows--tho Ges. Company becauso it wes trying ss
for as possidle to secure thqicontrol 0L the envire field énd also
becsuse oF the rolesse of the obligetion to drill on “he lands of'@he
uoutnorn Paczfic Companies to offzet wells or adjacent landa and -
tae uoutnern Pacific Comnanie" because they claimed that otherwiﬂe
the gas under their lands would be drsired away by wells on a&Jacen.
PTOPErTy without any compensation to these companies. Ve snall now
- exemine each oZ theze conuentionw. ’

“hntever nay be said for or gainst tke merit of ap';‘..
attempt To secure cortrol of the 21614 43 irrelevant rere for “ne

reauon that the uouzhorn Californis Gas Company 4id not succeed in

v,securing such control. Ouf of the twenzy-two wolls now produc;ng

ges in the Buense Vista Eills Fiold, twolve gre ownod by the gtandard
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041 Company, one by the United 011 Company, and two by tae Zonolrln
Company to supply customercs other Tharn the Southera Ca;ifornia Gaz

Compeny. Tho wells of the Stendard Oil Coxpany are in the very

eeart of the pioneer ges: uerritory end ere proaucing at The precen?

t;me almoct one helf of all the ga° utilized from %his field.

| Veivner arﬁ we imnre ced wita the a:g:menx: “nat tke
rolesse of the obligation to offset welle is of grest advantege

to the Soezhernvcalifornie Ces Compan&; Thet company'will'have %o
drill additional gge-weile from time to tixme iz any ovent and tzerc
Seems no.goed°reeeoe why it skould not drill them on the Southera
2a¢ific Compa.ny londs aé.- o0ffset to other wellz, as %They 'ha.ve se-
cured cpecific vermisscion to o wnder the "Exploration Agreoment”.
It is cleer taet if the procedure outlined in tze "Exploration -

| Ag&eement" is foliowed; the Southern Californis Ges Company will
save large suns ef money each year as convrasted wita the vpeyment
o2 the royaltiez to tke Soﬁxhernl?acific Companiez.

Roferring now to the cententioﬁ.of the Soutkern Pacific
Companies, the evidence skhows that o gae‘well in tbie'ferritery
drewe gas from soze digtance in each direc*ion but how for does
not appecr. 1’ence 4% might follow that 2 gas well drilled on otner
land nesr the dbourdary of land ¢f the Soutaern Pacific. COmpanie~
mish* drain gas from uﬁder trat land but we are of the oeinion
_vhat the proper remedy of the, Southern Pacific COmpaniee 1n suck
evert would be to offset suck well unemec’vc~ or to call upon the
Southern-Californ a Gae Company +o offset 1t as provided in vﬂO
"Exploration Agrcemenv , instead of execting = payment oI 3¢ per
theuuan& cubic feet Lor £ll gas »roduced in the fields even *hough
it bo produced on the lends of other perzons without d:gw*ng any,
gas from the land* £ the Soutaern Pacilic Companiee. If such
offe etting well is drilled by the Sounthern Cal;fbrnia Ga~ vompany,
ag providoed in tke "Expleration Agreenent”, Yre eoumhe*n Pacific
Companios will receive witzout any ezbendi*nro on *he*: part Oy 3¢

for esch thousand eubic feet 0f gas teken thereLrom. Om the other‘

hend, 1£ tke well is drilled by tae Southern Pecific Compsnies theme
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selves, they may either use it together with other wells %o supply
& new merket, or ﬁhey way tuwrn it over To the Soutkern California
Gas Company which company, a8s provided in the "Exploration Lgreo—
ment” ,will Se compelled to reimdburse the Souﬁhé:n Eaéif;c'cOmpanies
for their entire expenditure in drilling the weil an&,thereaftor.'
to pay 3¢ Lor eack thomserd cubic Lect oY gas taken ThoreXron.
Whatéver gourse isvfoilowed, the rigkvs of all tho rarvies will be
fully protected. | |

We find no justificetion for the payment by Southern
_Californis Gas Companry to ke Southern Pacific COmpaniés of 3¢ or
any otker sum for ges whick tre Soutkern ?aéiric 0qmpanies do nov
ﬁroduce a;d ﬁith‘reference to whick ey porform 1o aervige waetzo-

a g ' ‘ wnd
ever. For gas produced on tre lands of the Southern Pecific Comm

panies, the Zonoluln Company receives 10 royaliy. <Then why should

the Somthorz Pzcific Companies receive & royelty Zor gas drilled
without any offort or cxpence on their part on lende df the Honoluwiu
Company or any othor lands which trey do not own'or'conffol?

| Tho practical effect of the "Supplementel Agﬁeemont? is
t0 give the Southefﬁ;Pacific Companies & royalty o2 3¢ fof-oaéh
thousan&'cﬁbic feet of gas produced at the oxpense o£ qther parties .
on‘the lande of othexr parties withouv any expenditure; service_or
offort wha?soover on the part of the Southern 2acific Compapies.
We find no Justification for imposing <vkhe burdeﬁ 0% this rthlty!r
- on the consuming »ublic, a3 is now Peing done. In‘establishing‘the

reve herein, we sholl ontirely disregerd this royalty.

1l. RATE QT REUCRN.

-

Referring now to the rate of return to be allowed on the

invesiment in thic cese, we desire to reaffirm waat this Commission

seid in City of Palo Alto vs. 2slo Alte Gas Comweny, Cese No. 288,
decided on Maren 12, 1913, and appeering in Vol. 2, Opinionz of
Railrosd Commission of Californiz, 300, 316:

"No fixed porcentags. applicable To all cases and il
clagses of wtilities cen be eostablisked by this Commission.

Zoch case must he judged on its own merits.....fze most




that can be said by way of general princinles is thet tae
roturn should be at least tne average return which is

eerned by other classes of bYusinezs of the ssme degree of
razard in the semo community. The Commission in fixing

& rato ¢f return must e liberal, lest Too strict 2 policy:
result in turning capital to other Lields of enterprice.
Californie needs deveolopment by public wutilities, and this
Commission’'s policy should be 2 brosd snd libersl one, 30 &8
{0 encourage copital to develop the Stato by legitimate
public wtility enterprises wnere neoded. Tre Commizsion
should be careful mot o permit on inflation of prices

in ascertaining the velue of the property of 2 public vtility
veeod and usetul Zor the publle »nurpose, dut shounld be
liveral iz esztedvlishing trhe rate of return on that value.

In the'present vro¢cecding & number of vory‘unusual

. |
elements concur, with the result that the decision herein az to

the rate of return cen not properly bo used as & precedent in otker

ceses. Tze mgstniﬁportant of these olemeﬁts iz the.ha;%:dﬁ o2 tae
enterprice. ﬂhiléEthe evidence shows far nore cert&infy”and mueh
less hag#&d. in this undertakingﬁthan‘ﬁas been claimed for it by
ite prpmétors, theffact rehains that-né one absolutely kmowz tho
1ife of tho gas f£iold or the extent to which tae wells will stand
up;‘ Con sidersble information on theso pointe ig slready ava;l_ble
und thnin a fow yearv enough additional evidencc will Bo at hané
to engble the proPer reve fixing autnority to make such revicion
{n ths Tate 88 mey hove Proven DeCeSSary. Lgein, we shali:givé |
conuidera tion to the fact that the con suzmetion of this erJect
has resnltoa in giving to the pople of los Angeles cQunuy a ia:
‘more officiont gas at retes which will undoubtedly be meterially
| lower thon those hither o »2id by then Lor a*t;ricL_l gec. It
apnearg}gﬁzgyéhe nromoters o this enterprise are performing & d;~-
thCV‘PUblLC sexvice, p:ovi&ea thet The reves for nstural gos are
regsonablé; After & careful consideration of all the ovidence
boaring on’this quéstioﬁ we have concludod That avt Th p*ruen*
time a rate of return of L0% on tre veluo of tho property wzod and
vseful for this puxpose,'as fixed rereim, is al lesst & fair‘and
equitable fate o revurne.

Iz ostablivhin} this rate of retuvrn Lor the preseny,
we deﬁire‘to point out vhut *his is only & tomno*ary adju tment and

that wi hi“/few years: thi* return will undoubted;y ve too 1arge. y -3




the investment is repsid %o the projoctors of thiz entornrisze,

year by year, as hcroin provided in tze 30-called dewrecistion

sanuity, o return of 10% on “the ontire original investment becomes
in reality a return of consideradly more on Tae cepital remaining
invested from time to time. Thic Tect exprasizes tkhe necessity
0f & further examinetion into this guestion within the next few.
l:‘- ‘ ‘yearé. For the srosent, & return of 10% 1sucertginlyaxxxixx;k . '

JuSt and reasonsblo. . AREXKIKNELEIEXE XN IBLORLEIPINFHE

12. _TEB 2AMT.

e ere OV in o posifion to establish the rate to be
peid Lor natural ges deliverod at whrolesele ot the end of the
- dddway Gas Com;any'é fransmission main in West'Gieﬁdale. A o=
mgry of all tﬁé fixed cnerges and oporeting exponses in connection }
.with the'delivéry oF this ges at the ezt Glendale “orminsel is

az follows: ‘
Damreciation TORAL CQ&r

ITEN ' Intorost ANNTLEYT PiXed Lnars- Axmen

2t 10m , 88 . sey
Wolls ©¥87,905.11  § 31,587.59 769,492.70 $TIIB71.53
Driliing equipment 7,000.00 4,375.00  11,375.00  700.00
i Gatkering lines 6,733.71 4,489.1¢  11,222.85  4713.59

. ODremsmission mefn 151 ,996.30  102,192.80  254,189.10  50798.52.
Compressor station _ £0,159.81  _16,758.05 _55.892.36 _ 25105.81 ‘

T Totel 243 ,794.45  159,577.58  403,172.01  102687.45

 Itom. Totel Chaxgés ‘ o | .
Yeils' & so,sse.zsf Totel Casrges $505,859.46
: ‘3§i113#5‘0quipment 12;075.00 | Genorel Expenses 15 214,25
'.thhéyingﬂ;xnos | 15,936.44 - Totel chgfgzs & ozpen~- 352&,075571 |

Trensmizsion msin  $14,987.62

Compressor station __81,995.17 | .
o momel  $505,859.46" - | R
S To sécure,theloﬁtiro'cost, the foregqing total |
Y mugt be increasod so,éé<to‘éover e following items:
| LOBOCS e e seraeanassnsnscanenns 13.5% of pll gas roceived.,

POXOSeeenvavenosotccnnsnnnennn. 4.6% of grozs revenme.
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Cost of Xaintaining gas supply apart frox *cntal...._.48ﬁ per
K. cubdic feet of gas re-
ceived Trom wells other
than those of the Hooolulu
Compuny.

Ve shall now ascertair the cost of gas de*ivered‘dﬁ the

‘ Tczt Glendale terminal of the kidwny Gas Comncny'a line under each

of the following threc condmt;ons.

COndztion A Auaume thet the Soutzern California Gas
Company w:ll dc iver an average of 18, OOO 000 cubic feet of
gas per day, all of which is to bc purcnased from the Honoluln

Conpany.

Condition B « Asgume that the Horolulu Company will

supply oniy ome half of the gas required and tant the Southern
California Gas Company will itself acquire or develop‘the pof oI5
meinder of the daily output of 18,000,000 cubic feet.
Condition_C'; Asaume that all tne gas will de de*;ved
- from lands other taan those of the Eonolulu Company and that
the Soutmern California Gas Company will pa& the cost of
| field development.

1. COWDITION A.

We are assuming thaﬁ the price of 5¢ ver thousand cﬁbic
fcet §aid to the Honolulu Company under its coztract renresenis a
fazr price ror the cost of developing tzat comnanj's gas plus in-
terest on the invesiment plug payment for the gas 1,aelf. - La ordcr
vO gecure an average Caily cdelivery of 18,000, OOO cubic fLeet of gas
at the Vest Glendale terminal and ascuming =2 trangmission loss of
10.4% from the lowe* end of %tae ¢compressgor z.axion to ;h;u terminal
it would *e nececsarj 20 del*ver 2 totel of 7,332, 589 taousand
cubic feet of gos annually out of tie compressor utam;on it .h¢ gas
were 211 com mprezsed. Assuming Aurthe* a loss Tor fuel and other ,
llosses of 2.9% in te compressor station, it would be neccszary
to deliver at the Taft terminal 7,551,585 Thousand cubic Tces o'
gas annually in order tordeliver at the Wést'Glcndaie terminal

" an average of 18,000,000 cubic feet of compressed gss ver day.
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Accuming that the toval annual charges and expenses for ‘?c col-
leceion, compression, itranamission and delivery ol tae gas amount
to v524,075.71, as nereinkefore found, that 2.9% of,the gas del;vere&
at the Taft terminel will be consumed or lost in the compressor |
~*amion'and that 10. 4% of the com@ressed gas wiil be loet in trana-
_ misszon uO the West Glenda*o verninal and taat toxes amount 0 4.6%
of +the gross revenue, the cost for these itemez woulé be 8.3897 per
thousand cutic feet de’iveréd at the Vezt Glendale tcrminal mhié
sum- includes the coe» of operating ana'maantainmng vﬂB comp*e sor
ta&zon togctne* with interest and depreciation tnereon. If the

compressor station is opeﬁaued at all, under %tais assumption, it
will'beﬂfor the purpose of ébm@reesing the gaz to 2 pressure of
‘450 pounds 4o ﬁhe'square ineh, as provided iz the Eonoluiu Company
contract. In taat event, the cost of the'operatio#, interest and
depreciation saould Ye subtracted from the 52 paid 4o the Honolulu
Company. The total annual charge for the compressor station has
hercinﬁefore beer estimated to be 881,996.17. dn tae baais of 2
delivery to it of 7,551,585 thousand cubic fees of gés éer yeﬁr ah@
w 1088 of 2.9% of the gas received and paszed, Tor fuel and”other
105°cs. the charge to each cubic foo. of gac for comp*ession woald
be Le 11&¢ per thousand cudic Teet.

Under this condition, we accordingly have the following
result:

COXTITION A.

1. If the Honolulu Conpany's gac i3 compreszed at the
expense of the Southern Coliforais Gasz Coxpany,

Cost of Honmolulu gas increased for
tranemigsion losses snd taXesS.......H.837¢ per i. cu. £t.

Cost.0f collecrion, compression,
transmission and delivery of gas
at West Glendale€..ceveeecsaccrcnnas 8.3892 per M. cu. ft.
Total cost delivered;......... 14.22627 per ¥N. cu. I%.
2. IT the cost of compression ic deducted from

‘coat of Honolulu Company's. gas,
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COS"G Of EOEOIU-IU. G&S-o--..--..--.-¢ 5¢ per Kl Cu..
Cost of compres s;on................ 1.1182Z per .

Vet COS'@------------- ~0882¢ “902' I’L.

Avove cost increased for
10.4% additionsl loss plus , o
4.67% for taxes..................‘4.540% per M.

Cost of collecvion, cowpression,
tronsmis szon and Celivery.ccecs.s 8.389¢ mer Y;

Total ¢05%t delivered.esce.....12.9297 per U.

2. CONDITION B

Under the second condition, one half the gas is deli#ered
by the Honolulu Company and the other aslf Sy Southern California
Gzg Company, resuliing in an average cost of gas delivered under
thcae'circﬁmstancee ac follows:

Cost of one balf delivereld gas
Teceived from Honolulun Comnany.... 5 837%‘per ¥. cv. f4.

Lozt of ome half gac delivered Zrom /-

other sources on oasis of 1.48¢

for fielcd developmen 3Z pzyment

to lond owners, 2. Qﬁ consump*ion

ond lozz in comvreszor, 10. 4p in K
subsccuen sransmission and 4.6% ’

fo-ﬁ tweu--..-----c.-oo--.-.--:o-- 542 er Ml cu‘ ft.

- Aver%e CO'SUQ-.nnn 5-6285 " . d -
The following result ‘accordingly pbfains\as'té
Condition B:

COXDITION .

1. Arerage cost of gas..............;.5.6285¢per i

2. Cozt of collection, comprezsion,
transmission and delivery of gas
at West Glendale as per Condition
&Q.ll..‘.‘......l....l....l.......-a 589& per

“otal.........l& O’?Qﬁ -
If one half cosf o comprescion is charzed‘to

wonolulu Company: -
Cost of Honmolulu Company's gas asz.
per Conaition Aeecrcccesccenceness 4.5407 per 2. cu. .

Cost of other gas as per Con- S

Averwe cozt.-.--.-.--"o..-.-. 4.98¢ .
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Cost of collection, coxpression, ,
transmission and deliverYeeeeeeesnsaea.8.3897 ner ¥. cu.lt.

13.369z " * v °

- 3. CONDITICN C.

Under the third condition, it it presumed that all the
gae will be‘received from_sourcés other than the Honoluiu Company's
lands. As3 the Latter company is now supnlying all +the gaz needed
Py the Soutaera Californis Gas Company and i3 preparing o suwnply
thelzo,obo,ooo cudic feet pcr‘day provided in the contract for +the
seqénd year, there is only the zlightest pos3ibility that this ase
zuﬂpéﬁoh*will“ever.be realized. The reszults, hoﬁcvér, are'given
fox pﬁrpo cee of comparison.

CONDITION C.

Cozt ol Celivered gas received fronm

other souwrces than Eonolulu Company's

londs as per Condition Bieeeccensao.s 5.427 per L. cu. 4.
Cost of collection, compression, trans- 3

mission and delivery at Weoet Glen- ‘

dale, as per Conditions A and B...... 8. 389% . %

Tota..x.......,........,.3.3.809,"! “ . " v

‘The condition at‘prescnt‘prevailing'and‘which'wé nay réason-’
ably,expect‘to continﬁe av least to a large exuent iz Condision ".°.
Tt will not te necessary in this proceedznslto,c tablzza
2 sepaxate rate for gas.u;timaxely uged foé-fuel‘pﬁrpoaes undcr tae
voildrs and in the generators »f the locsl gas and electrical come-
panies, nor to pass on the‘meri:s of tre claim that a low rate should
ultinmately be established for zas consumed for tuis purnese. :tcntioﬁif
is dramh, however, to tae fﬁct that the demands of thae inh&bitants or -
Loz Angeles Couniy Tor natural gas for Llighting sad héamins purposes
are even now almost cufficient to tax the capacity of the present
transmiscion main if those people are suppiied with siTaight natural
‘gas, The public interest demands taat +he nétural gaﬁ Shéil[be |
rut To the most beneficizl publ;c use. VWhether tzis gas shall oe

used for such fuel purnoses and ;r g0 to waat extent is a matter
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. waich we leave to the ¢ity auithorities of'the lgcalities iz waich
there may be o demand for such use.

| Our function is simply %o establish a just and reason-
able rate for natural gas at whblesalc at the Wbsf Glendale
terminus or Midway Gas Company's main. The Contracﬁ_with the
Los Angeles Gas and Zlectric Co.poratxon ané tae 1~"c::<>7:1omi.c Gas Com— |
pany specifically providaihor dclzvery at this point. rnc conmracts
witn the otaer loczal distriduting companies, which *or the time .
bcxar will e allowed o stand in these respects, all p“ovide a
vrmce which starte wzth the ¢onst of delivery at tnis poxnt, 80 thnat
a detexmination of t~;, cost Tixes cefinitely tne price uO‘bC paid
uncexr each‘of‘thesg‘cogt:acts.

The price hitherfofc Laimed oy Southern Ca¢zfarn1a Gas"

Coapany a8 rcprewentxng toe cozt of gas delivered at vﬂiB point has
var;»d *rom.lax per thousand cubic ;cet for gas ultimat ely used for
domestic consumption to les er amounts for gas ultxmazcly used
uzder the boilérs and in the generators of the local gae‘and electri

- companies, &s hereinbefore pointed out. After a careful review of 211

the evidence in this case, with a desire to do full justice %o all

varties concernel, we Lind aé a fact that the rates at prczent heing
chargﬁd by Sout nern"é&i’oinia Gas Compnany Tor naxurai‘gas delivereld at
vmolesa.le 2t the ’Vea.. Glend..le terminus of the Midwzy Gas Company*s
.maan are unjust axd unrensonable in 8o far as they &iffer from tae

rate heréin established, and we furthe: find as a Tact tant 2 just and
reagonable rate tb be charged for‘natufal gas dellivered at waolegale

by Southern California Gas Company at zazd point iz .he aurr of 14¢ per

thousand cubif Lfeet

AS hereinbefore stated, this acgustment is only temnérar&.
It permitt~d to convinue ¢or more taan the {irst feW'Jea.u, it wou.d
resul 43 laroer revenues to the Southern Californiz Gas Corpany
bhan even a mast libersl course on the part of tae publxc autnor;ties

would‘justify. For the nresent- anowever, we are convunced that vhiu




is a just and reasoen able vate and +hat ita adoption will chow
persons desiring Yo znvest moneye in more or less hazardous public
‘ﬁtility entervrizses in this state, résulting in material benefits
+o the public, that they may do co in reliance om falir t:cé&mcnt
from tne puvlic authorizieé._'

We submit the following form of order:

QRDEER .

A prolic hearing naving been held in the above entitled
proceeding and the ¢ase having been apbmitted ané being now ready
for decision and the Commizsion having made the findings of fac£~
waiceh arc‘contained'in tne oninidn‘which precedes this order, oun
whicn Lind¢nos the order in thiz case 18 Dbased,

IT 1S EZEREEY ORDERED that Southern California Gas

Company be and the same it hereby ordered to estnblish and file

witn toie Commiszsion, to become effactive within thirty (30) dayzﬁ

from tae date of this order the rate of 147 Lfor each one ‘:.housand
cubic ;eet of nazural gas delivereld by said company at the wb

Glendele terminus of the Midwe y Gas Company's transmass;on main.

\ \

The foregoing oﬁinion and order are heredy approved and
_ordered fileld as the‘oginion~and order of tae ?ailroad Cc&mis
£ the State of1Californiam
| et ed a% San Francisco, Califernia,

December, 1913.

Conm;ss;one-u.




