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In the 1/.atter of the Charges o~ j'. 
~b11c Utility ' Gas Corpor~tione to~ . 
:~a.tur3.1, Ga,z Delivered, :a.t 'Whole8.&le Ca.se N'o. 464. 
o.~ Points: in LOB Angele8' County out-, > 
=i~e~e li~ts o~ Incorporated C~~iea ) 
3:o.t! To'Wtle.. ) .. , 

" 

,0' 

• 
o 'Uel veny p Steven." s.nd uallild.n" Re:c:ry :r.. Stevene a.n<1' 

Sayre Uacneo.l !~r X1dwa;y' Gu, CO!lll'any.,.:.Southern " 
Csliforni& G~~ ~om~any and Pacific. L!ght and Power 
Corpora.tion~ \II'" , 

Wil11a:n. A.. Cheney 'tor !,,03 }..ngeles Gn.s and. .Eleetric . CO~ors.tion. 
Trippet. Cha.ptWl a:aG. ':aiby' tor .Economic, Ga.z Com;p:my. ',' _ ' 
H. R. Tro~bri~ge '(ale En-~y J. Bauer tor SoutAern Calif.ornia 

Edison, CO:ll!WlY ane., Long' :Bea.eh Conzolidate4 Gas, CO:tll;'3llY.' , 
F. S. Wade ,:or Soutilern Countieg Gas Co:ptmy. /' , 
R. P .. :Ma.ttesontor T.'cstel"ll Fuel, Ga.s an~ Power Co:p:my. 
Wil!1am ~t,SOl: for lionolulu Conaolida::ed Oil Co1l1!>a.ny,., . 
H. C." :Soo-:h for Southern Pa.ei~ie :RRoilroa.4 CO::l:Pa.ny ,: Kern Tra.G.ine 
. 'and 0:1.;1 Cotl:panyancl Aseoe1a.ted'Oil Co::psny. 

John :1~ti.n , in pro:pris. persona.. 
WilliAm G •. Kerckhof.f', in :pro:pria.pcr$Olla~ " " 
JU. 'ber,t Lee 'Stephene" City A-:-:.o:-ney~" ~d Zowar,4 Robert son p , 

, , ':Assistant; City 'Attorney ,for<Ci ty of, Los: Angeles. ' , 
'. .' 

, 
" .. 

.' ' 

..: 

!" 

Ttlia ~5' i:i.n inve::stigation on the Railroad Commission'S· own 
,.o' .. 

ini tiati ve to. e~t3blis:C. 'the ':rate to .. :'oe charged, by public utility gtl.8 > 

". , 

Lo-z :.Angelee County. out aide , 0: the limits' of inco:-pora.te~ cities .and , " I. " . 
"",;". towns. 

J "" 

toe&ta.b118h the rate-I!f "to 'be charged by producing ,eomp.c.niee: '£01: 
" . " ...,.. " 

. ..'J' 

na.tural' gas c.elivere4 at w1lo1ez:lJ.e to' distributing companies a.t tl:.e. 
'. , -- ",' 

e1 ty'liIti t'&· o'fLo:) .',Angeles.;, ,',Ai, riatursl' gu: '113.8 being: sold a.t 'whOl~ 
i 

.' eole" fordel:f.very inotherc1tiea: ot Loz Julgele8 Count:r) the ,Corm:U.aeion 
• • f. 



o'!, -;;o!lolczn.le deli .. tery in Lot A.."lgelc:;; County Qut~lide ot:the',',limita .of, 
" . i 

~ ,," II 

incorpora.ted citie::s :md towns. OnScptember' 17,. 1913,. the' Comm.iesio'Q 

. :na.d~ its order directing such corporations nnd ~$o:aa ~ ?'ere thougo:::, 
, .... ,. '. , 

, 
to 'l'l,~ve an interest in 'tile :n.'l.tter t'o npI>e:lr before the Cormnis8ion ill 

Los .Angeles on Octo~er 23" 1913" to show C::LUse vrix:r the Co:mniz3ion~ 

ca.ucc WOoS c.i::ecte~ to 'the i'o11ov.:ine cO::'!)or.:::.tions and per~onz: 'W.dwrJ:y 

Ga.z Cor:p:3.ny, ~ou them Ca1'1:tornia Ga.s Co:npa.ny, Los Angeles Gas and 

Electric Corporation, ?:l.Citic Liga.t and Power Corporation,. Economic 

G!;I.$ Co:o.l'c.ny, SouthernCaJ.,i!6rnia Zdizon Comp3:lY" Southern Cot:Jltie~ , 
, ... . . 

Gao CO:tll'MY ,,;we$tern:Fuel~ G~ 3nd. :Power Co:n.p..'V.IY" Zonolulu Coneolidntai 
, , 

, 
Oil Co:n,auy, SouthernP.!.I.cit1c Rtl.i1rol.l.<! Co:ll1';any" Xern' Tr<:4ine; ana. Oil 

Co:n:pr'lllY, Associated. Oil Co::npa.:ay ... '1lillilV-l G.. Kerekb.of~llnd John r!a.rtin. 
, , 

T".a.e hearing. W3.3 held in Loz .AIls·elc!3 Oll Octo,bel" 2Z,. 24 and 

25, 1913, fllld. the proceeding was Su.omi tted on tile ,1 atter da;y.. The 
'"' , Co:nmi 32ion has .mo.de an e,...::a.sus'ti 7e inv,ectigation into' the subj-ect e:' 

has trie' to secure o.:tld M.;\lyze :J.ll :l.vaila"ole c.at1:l. bearing on the 

F. ~me:r2on iioar, ~o:Ji st:lllt rate expert and eleet:ic al engieec:-, lil'.tJ:w.r 

a. Kelley, o.z::i.ctr.mt' engineer, ::lnd "7. COl ::;'an~6.ueer ot tae cl.epartment 

o-r ctatiotiec one. n.ceountz. 

1Ir.: sAa,11. co:c.sider the :'!l,'lJ.tter uncle::- t:a.e !"ollowing 1lea.d13: 

1. 
2'. 
3. 
4. 
5. 
6. 
7. s. 
9. 

10. 
11;,' 
121, 

Eistory 'of :project. 
Production ... tr~e~ni8$ion and delivery. 
C':;.a.ra.eter ~d; U3eo of natu.r.!ll. gfJJ3. 
~tent or ~ield. 
Period o~ ~vail~"ole zupply. 
AnalYSis 0: eontro.cta.' 
Inve$t~tlt. 
Opdratin~ expenseo. 
De:preci~:i.on. 
Royal ties. ' 
Rate o! ~cturn. ' 
Rate. < 'I;, 

, .... , I 

'" 
-z.. 

, 
r', 

_ . ....,. , 

l..v, 



1. RI STO:n" 01;" PROnCT. 

for eommereial ~ur~~oe$ in S~oekt~n in ~r ~bout 1890. The S~oek~on 

we11z nre still ~=odue1ns. ~atural gas wae diaeo7ered in the San 

J'(ls.quil'l. oil f.ields in or s'bou~ 1905. The firet Stana:o.rd. Oil gat! wel::::: 
\ 

o.riJ.led ill the :Bueno. 7icta Ri lln:·Pield. vrn.o comr;>leted Octob~r ll/~ 1909 .. 
I 

The first ga.s well of the !iOllOlulu Con301:l:.do.ted: OilCo~pa.n:r .. !l.ere1n-
, " ' 

a.t'ter ret erred to as th.~ Honolulu ~o:n:9any, in the !lame !"ield~' came in 

on April 30, 1910. 'Until 1911,. zuei~·eo.o a.s wa.z utilized in the :Buena. 

Vizta Hilla Fie1~ was uzed zolely tor co~~ption in the oil tie1dz. 

On A:pril 19, 1911, the Co.lit"ornia l':~~ural GtlS Company. t:ontrollee. 
'. 

by the Stan~d Oil Co~pany, enter~d into ~ eont~eet with ~he San 
;1" \1 

Joaquin ~igAt and. ~ower Corporation l'rovidi:lg tor····:.:1:l.e deli very to 

the la.tt.er COD:.pa:.cy of natur3.l S1l3 i-or the 3u,ply of :5akeretield and. 

vicinity. In thio territory, ll-':l.tursl ga.z !us en-:ire1:r ou:ppl::L:lted 

ortitic1al g3.3 •. 

. In 1910, John ;~tin 3n4 aseoeiates became int~rezted in 

natural gas in the ~ena Vista Zil1z Fie1d.~ tnej conceive' the id.eA 

of buil~ing ~ trcnsmiszion ~~in a diztance of zo~e 111.l ~le3 to 

J.;ile City, 0'£ Lo·z Angelean.nd. develoJ:)ing euf:t"icieat g3.13 in tAe oil 

fielde··:to ou;pply through sueh :noUn the needs of Lo-s J.nge1es Count,. 

.a.nd 1>0031 ely other :portions 01: Sou.tll.crn Ca.liforni:l.. T".a.ese :nen o.e-

cordingly made a.rrange:r::.ents ·ootil tor tt:c production in the oil t'ield.s 

and. for :the c.i&poei tion in Los A:gele: County of such natur:lJ. gas'. 

On !Iove::nber Z, l~ll, .John M.e.:tin entered into a contract '\1i til tAe 

Hono-l1l1u Consolid.~~tec. Oil Co~,any for ti::.c zlll'l'ly 'by the com,e.r1r o'! 

:aa.turlll I;:l.tl ir.. 3. minixr:o.::z. amount of 15,000,000 cub1e feet J?er e.c.y . 

d.uring the tirzt yes:: a.f.ter the eOD'l!,letion oi' the tranzm.isaion main 

to Los Angeles Co~ty and for larger a=ountz d~ring $~bzeq~ent ye~s~ 

as· will' ·s,Pl'ear in greater detail when VIe here:i.nat"te::' ana.l:rze tAe con-

tracts which are relevant in this inquiry. 

1'hcrea!'ter ,on ~ovellloer 18, 19l1, the Mid.way G:l.B Com,e.ny 

vto.z i:lcorpo~3.ted 'for the :9urpose of con:3"tr'l:r.cting the ~ece!3za.ry trtme-
,t .. 

" 

mesion main or mains. The company ha.s an authorized eapit3l.. s'toek o! . 

\ 
'/ 



e3,ooO,OOO. ,ofwh1ch amount $2.500 VI.').:;} i!Gued 'for ca.ah to the ' 

1ncor~rators an~ $2,9~7,500. to John Mar~1n in exchange :or h1B -, ,. 
twocontra.etz vrit:b. the Honolulu. Company. lr!a.:rtin and h;.s a.ss-oci3.tes 

therea:ter u.eed 3. ,ortion or tao stock to help sell the bonda, but 

they now still retain a portion of the n~ek. On Dec~~r ~, 1911, 

~rore the construction o! tAe tran~38ion main waZ atsrte4, the 

;.a<1way Ga.s Company leMed 3U.eh ::103.in, ~b.en completed., to ·'the Southern 

Cali!orni& Gas Company tor a period ~f twen~y years at a rent3l of 

5 cents per es.eh 1000 cubic feet ot gM d.eli "~red into the main.. ZJle 

Mil!way Gas ComparJy therelJotter built a. transmis8ion ma1n from. i ~s ~e.!t 

Ter=.:t!.n&l in the :Buena. Vista..z1Us :F1eld to West. Glendale 'near Los 

Angcle~ at a. cost to Octo~er 17, 1915 of' $l,5l9,96Z..0~. thie money 

":13.S :3ecured partly from the !3a.le of' 'bon<18 Md. ~3X'tlY' t~oz:z. pron:1z=ory 

note!. 'the company h:J,:s an a.uthorized bond i ~sue of. $3,000,000. six 

per cent bondz, eeeured by 4eed of tru~~ to Me~eant11e ~3t Company 

or Son Franci3co, •. Of' tnis 3Z:'lOWlt bond,3 of the fa.ce v.:'JJ.ue o't $1.,500,000' 

were :301<1 at 90 per cent 0'£ :race value l'lU8 accrued interest. ! T.c.e 

re:n.a.ining :f'und.~· represent a. .,~rti.,n or -:lle proeeeda or prom1830ry 

notes a=ount1ng to ;210,000. An eese$sment has recently been levied 
, , 

on the stock to pc.y these notes t.l.S well ::l.S $60.000 or p:::1nc1.l>&l o"r 
I 

the 'bond-e. Apa:t from this a.3eeG~n't, no ee.sh was paid on tJ.rrIj. 0-: 
, • I 

the stock except tae original $2,.500. "'!'he work or eonstru.et1on!, on 

the pipe,~ line W&5 etarted in M:o.reh or Apri1~ 19).2/ Md wa.e eOnlp'lete~ 
in September _ 1912. Serviee through the pi»e 11ne Btarted on APril . . 
28, 1913. 

In the :Ieantime, varioue eontra.ets. were entered lnto ~ , . 
. ~ 

secure control or a.dd1t1onal ga.s lands, u 'Will :aereiJia.t':ter a.ppear. 

-The Southern Ca.l1t"ornis. Ga.s Comptmy also gt4s.rantee<! the .. PQ~nt o~ 
-. 

the "oond.s or the w,Ctway Gas Com~:Y' and. took over all its eontr:J.eta 

and entered into contra.cts wi'th local ga.s com~es 1XlLoe .Angelez ._ 

County. for the oaJ.e of: n.a.tur-9l ga.s to them 'tor d.i~tribution, &$ will 
, . 

hereinl.\.fter a:ppetJ::. Part of the ga,s 80 d.eli '7ered to'··~e loclll com-
" 



. 
un4~r their 'boilers ,gnc! P4l"t !laB been d1&tri buted. 'tor dome&tic U8-e. 

Natur~gas without being mixed hae been sup~li~~ tor domestic con-

~um~tion in Redondo and to 0. few cuetomer:! in Athens-o%1-the-X111 a:04 

Gardena. ~e City of Los A:c.gele3,. with the exceptioXl~ named,. and 

other neighboring eitiee .. including Long :Be3.Ch .. San 1>,edro,. Co:>.pton,. 

3unt:1ngton Park.. Vernon.. Sa:vrtelle, Santa. :!on1e.a., Ocen:a. Park and. 

, Venice. 1J.:'e being s'U.:ppl1e<i W1 t:a. a. miXed ga.e, cOllz1ot1ng on' the aVer-

a.ge a.t the time or the hearing or 4S per eento! na.tur~, ge.e and 55;, 

per cent or arti!icial g~e. 

2. PRODUCTION.. TRAl~S1!ISSION' 

The n3.tu: al ga.s is 'being obto.1nec! trom v/lla.t 18 knOWl.1. .;).3 the , 

Euena V1zta Rille ~ietrict in Ke~ County, located a~pro~tely 

forty ::liles wezt of t:c.e City of :B3.lCere:t"iel<1. The exu,nt o~ thie·~ 

field will Aere~natter "oe conci<!eret! in 'greater d.cta.il. T'A'ere a:-e 

!low com,leted and available tor the Sou.t21ertl California. Gas:ColJlpa.ny. 

which is the -aeller of gas to the distri":ro.ting cOI:lp.Q.Zl1e~ inLoz .Angeles 

County, eignt gas wells as follows: 

!ionolulu Company. 

Well No. 5. Section 6, l'oTJ%le~p 32 South, Ra::lgc 24 'East .. M.D.:B.&l!. 
Well'No. 5, " 8, .. " " " • " • • • .. , • Well Xo,. 6. .. a, " .. .. " .. " . '" " " . • 

AssOCiated Oil Co~~any. 
(:Bough.t by Southern C.ali!o:rn1a. Gl3.e CO:::l1'3:17). 

Well No.2, Section 20 .. Townahip :51 South, :ta.nge 23 East, iL.D.:B.&lL 
Well No.1, " 20," .." " "'I"" ,,' ••• 
Well NO.1,· .. 26.... "" " ".. .... .. .". 

Zor~hern Ex;>10rtLt10n Company .. 

Well :;'0. 2, Section 26,~oWAe:u.il> 31 South, :Range 23 EaDt. :E!i:.:D.:S.&L' 
Well .No,., Sol " " .. ".. .. ".. " " ., "., 

The ga.a now need.ed. '!Qr tran3:'1ie5ion 12 ne~ly tal.l :eupp11ed. ; . 
~J the Honolulu Co~o.nY' swel13, 1lllct the reI.O.3.ining five wells are ca.:p-

;pc' ill Mel ;pr:inciJ)al1y hel.c1 in reee:-ve, though the Northern ,Explor&t;lo:c. 

Co~o.nytc well15 :tJtJ,y 'be ~ro.\Tll u!'on ;at time::: to' Gtl.,ply :;>oza1ble <iet'le1t8 

from the Xonolulu Company's wells. 

The ga.s need.ed !or,'deli,?,er"'J is t::-an3mitted !rom the wells 

tbrougt. eo-c311e~ ga.thering, lj,nes to t!le %1ortilern end of· tl1e : trl;u:u~-



· .' 
" 

mission main, lcnown a.s the Tatt Terminal. ~he g3.thering lineu trom 

the Honolulu C07.:l.:pany's wellz were built =.nd. are owned. by tha.t com-, 
~SJly. ~e other ga.thering lino~ were bu1l t and. :lore owned. by tJ:l.e 

Southern Calit'orni& G8.4 Co:npany. Upon d~11very at the Ta:f't ~erm1nal » 
'/ 

the ga.$ i.e then ~ansl:li tted a. d.izta.nee o:!':.-:;ll.l :niles through t:ce 
ma.1n to 1te southerly teMlinue 1n t'eet Glendale, a. few ::li.le~ from 

the limits of the City of' Los .-\ngeles. 

the tr8.1lsmis8ioll m.1n co,nei~t8 ot l2i- inch outzide diameter 

31 pound." la.;,:> welded steel pipe" connected with. :BreoDer eouplings. 

In the first ten miles ot the lXlain from the ~a:t end. ube:>to8 ga.8ket& 

were uzed in,making the connections, w~le in the re~n1ng portions 

o't the line t:!le gazkets are or rubber. the :n.a.1n is designed to 

ea:ry'a max1mum ot 26,000.000 cubiC ~eet or gas per d~ at an 1n1t1sl 
I 

" ,:pre 88Ure or, 4.50 pounds per sq,ua.:"o 1ne~and. a ten11na.l :pre &su:e ot 

50 pounds per square inca.. 'nIoe o!"tic1al.8 of the Southern Calit'orn1a. 

Gas Co~an:r expect that 1:>ecau.se of lack of wnt'orm demand a.t all t1~ 

it Will, act.u.ally carry in ~e ne1.ghborhoo4 of 18,000,000 ,'cubic feet 
, , 

per ~ay. This CO!:lPsny 18 ::lOW constructi:CS a eOYnpre$zor :plant alQng 

'the main near the T:i.t't Term1nl!Jl tor 'the ;,urpose or compressing tile ' 

gas 90 as to go into the :ain a.t IJ" preezu:-e or 450 !>ounds. 'We shall 

hereino.:rter give :rtu"t~r eone1d.er::Ltion to t!lis :plant.,. 

At t:!1e 'West vlendllle terminus o'! the t:'a:la:nis1Sion mJlin, the 

g3.Z is c!.1.vid.el!, :;>o.rt going into a. l6 inch ms.1n whi'ch lea.c!~ ,to the plant 
, I 

otthe Los Angeles Gu a::ld. Electric Corporation in Loz, Ans;elez and part 

111~,O a. ms.in which leo.ds t() 'the plant of t:c.e Southern C:ll.iform.s.vas , . 
" 

Co~pany in the same city. F:-o:n tilis :;lant, the following m.o.1n~·, ha.ve 

been eonetrueted: 

1. .A:A eight inch ~n, 2.256 :o.:i.le~ i:o. length, to 'serve 
the EconomiC GasCo:c.pa:..y inLoe Angele8~ 

2,. ,:~ twelve inch :o.a.:1.n" 19.609 miles in length, to $crve 
the Western Gas an~ ~el Co~~ tor di3trieution in 
Redond(), the Pacific Light and Power Corporation tor 
fuel in t~e zame place and an ei~t 'inc~~n. 4.3~ 
miles in length br a.neA1ng t11ere!roa to- serve the to'f'ln 
of ,torrance. 

-6-



3. .An ei~t inch main. 17.926' lll1lee in length, to serve the 
Long.~ach Conzo11dated Gaa Comp~ !or ~i3tr1bution 
in LOllg3eaeh and.' ~so the' tOm1Z '01.' Vernon. Eunt1ngton 
Pnrk and Compton. From thi 3- main ga.s i e being di 3-
tributed or will be distributed to oerve San Pedro 3nd 
Wilcington a~ well. 

-4. A :::nllin P'lX"tly eight inches 3n<i p::u-tly six ,inehes in 
diameter. 14.75 miles in length. to eerve ,the Southc::-n 
Ca.liforn1a.'Ed.1son Com-oany 'tor <i1stribution in, sawtelle. ' 
Sll1lta. Monii:.a.. Ocean P~k and. Venice. 

All the f'o:ego1ng mo.ins were eonstructed by the Sou~ern . , 

California. G3.3 CO%l'nny_ The gas !\O d.elive:ed. t:hrough theze':w.ins· is 

then distributed by the various local com~an1e8. 

Xhe !ollowin~ ta.ble sllows the :e8ult~ of ten quantita.tive 

analyse13 or naturl!Ll ga.s !r~)%n the 2tlena. Vista HilltT. F1e~4: 

":'1 
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~.' . ' ' 
~e .. 

?. e .(' fJ :r o n c 0 rr u I:l ·0 o :r .... ... oJ 

~ 'S" "'-~ 

• . 4- 5 • .. 7 . 8 
, 

Liqui!iebleHy~roear- 0 0 0 0 0 0 0 .3 a 0 ~O3 
'bon CSenzi:le etc .. j 

Eeevy Eydrocsroon-
(!ll~nants- CxEy ":t 0 0 0 I" "0' 0 .. 5 o· 0 .OS' .... v 

.. 
:':o-:bsne (CE4 ) 81.8 92.6 92.8 97: .. ~ 99 .. 1 S7.4 9::'.3 9l.2 92 .. 0,91.Z 92.69 

Eths.ne (C 22:&' 11.$ 0 0 0, I) 0 0 0 0 0 1':16 

Carbon l!onoxiG.e (cq) 0 0 0 0' 0 0 0 0 0 0 .oq 

Co,r"ooll', Dioxi ~ (CO~) 5.4 7 .. 7 .8 .. 8 -r-::,8 .8 0 s.e 7 .. 2 '3.73 . .., 
Iv 

. C.~ee:o. (0) 0 .~ .. 8 . .,. .. .1 2.2 0 0 0 .37 .... ..... 
Eyd.rogen f-' " 0 0 C 0 0 0 0 0 0 .. 00 \.'::.) <oJ . 
l~it=ogen C!: ) .9 0 :5-.7 1.7 0 1.7 5.7 . 0 2.2 1.5 : .. 94 

Totals 100. 100. laO. 100 .. 100. 100. 100. :'00. 100. 100 .. :'00. 

Et1:..per C'C. .. ~t. 1068. 994 S9S lO~S 106S :'O~.5 980 1001 ,,.; 1024 .... 

", lit .L.vero,f,e o'! eight t,ests .. 

~ost 1:0. .. L • .t.. .. C. ,.. E. Corpfn. ... (.: 

'.:ost :'0. 2 Economic Gaz Co .. " 

m ••• 
J;CZ"",~~O. Z :;::COllO::UC G~~ Co.~ 

Z(;st no .. 4 Economic G!J.s Co •• 

~est !'To. S 3conomic Cc.s Co., 

~est No. C ,Zconocic Gas Co., 

Ii'~~-t ~:-IO. 7 i.'co ..... o .... ic C"C' (".0 ____ _ ~ _ w '~~ ~ ., 

':est ~ro. 8 

Test No. 9 

~est Iro .10 

EconOmic Ccs Co., 

Sout~ern Cc~io=:i~ 
Cas. Co. 

Sou..Ccl:tf.Ces Co. 

-z-

W'~ 

Ty:?ice.l s,t:.slysis ,S'O.:;~mitt6d 

- .l.Jlelyzie o'! Stltl!)le ts~ll $t !t:id.wtt.y 
. ;;;e.y ~. 1911 CEonolulu 14-2) . 

- ~:ysiz of sam~le teken s= E~~ere- . 
:!'ie:'d Lug. 26, :'9'.ll (stc.n6.erd 22-2) 
made at ?G.& E. CO':'3 Ltlbore,tory i:::l 
S.F. 
Sa::e a.s =e3~, :Jo. 5. 
!..uS'.:.st 27 .. l~ll. 

- Slime us ':1)S't zro. 5. Stl;:.~le ta.=:en 
~lle.:.s-:; 29, 191:'. 

- ~e.:'ys i 8 c~ ze::,le tc:?.o:c. ~ Gll'.::o.tS.ale 
Zormir...el r:6..a.'Zl(;'''J lim on Se"Ot. 20 .. 
lSlZ. zaa.e at Lo s !Jlgelee by '1~. 
S.C.Lcw~.Supt.~co~omic Cas Co •• 
L.ne.J.ysis -oy :;ni.o:: Sou.Cal .. Oc".;.Zl. 

- 191Z.o! se.mple to.kon~rom Mid'11a.y .,,~ 
line at Glen~ale on' Oct.ZZ,191S. 

- Same ez Test !~o.9 o~ ocn::;l& of,:gc.s 
.i.;a.i;en o.t Za:et on Oct .. 25,1913. 

" 



wac o.e !ollow:J: 

Year -
1;)09 
19l0 
.1911 
1912 

\ 

~e ave:c.se 

Average 

fro: t~e !oregoi~ tdblez ~~t t~e ~ea~i~ val~ o! a:t1f1c1al gac ic 
only 3,'Oout 6~ c! ~hat o! t~e :l:l.tu:al gCG f::oXt t::'e 3'c.e:.a "Viota. Eille 

1:Jg :pu..."":P0ae~ (1! :.n incz.ndc30e:l': gc..z :::.a=:~:::'e 'Ou.""':le:r is u:led.)t~e n=.ttl:'e.l 

sao bz.c :::..n cfficie:lo1 i:o. ~!lC ~iC'i=.i'ty o~ 66 a/"stp grc3.ter t:'=l -;:l:;;:.t ot 

" , 

bei:lg 1:.Cec. ::.-:. tJ:.e p::ceC:lt "·;1me !=. ~la.ce o'! oil 1:1 the g~o gc:!Cr:::o:::"ts 

a::.d t:de: 't~c 001le::a of cevera.l g~zco~1ez 1::. Lo~ k:ge::'ec ~~ 1-: 

co~ 3.Z fuel :'0= ~UZect~ing ~~~seg. 

~. :::X~ O~ FI::r.rn: 

the~~cu:9plY 1z eo~i=.ed. to a. por:10:l oi the Buc:lZ. V1o'ta E~llz ,,'r:hicl:. -' 

c:'te~d in anorth~eate:ly di:ecti~~ !=om ~ ~oin't i~eGiate1y ~e3-: o! 



" . . ... ..., 
B~c~ Vista ~e in,!ern Co~ty ~o Section 37, To~e~i,·)l·Sou~~. P.~~~e .. 

Wi ~h rc'! erenee to t~e 0%-:ont 0= a:<*:. o! ~!le gao :pxOducill(; 

:field.. the ev1cle:lce eo::.-:.::unz the f.ollowing eetimz.tes: 

~ ... or J"G'-'t .. C T 't'" '? ...... • • ~~.:.. e p. ompa::,y.. ... ... _ .... arrc .. .." its sao engineer .. re~~ez the !ol-

"The present g~o cc~i:lg tc:::eito::y.i: :p=ineiyally located i:1 

o:e to~nzhiv o~ ~bo~t 36 cc.'~~·e ~ilez.. ~ich 10 otily ~ ~e:1 ~=~~l ~O:-
tio!l o!'t'he 'possib~e a=02. ... .:.:: the r.riclwc,j ~oil fieldo y:h!ch ~e either in 

i 

o:pe::~tio:l 'tl:lde:e <ievelo'!jI:e:::~.: Or r.elj, ir. =eoerve .. cover Co territo:y: o'! . , 

GO%l:.e :c:o:c.d:ed. ZClm'l ... ;~ ::.ilea. ff . 

~he:in!~~ ~e~ ec~!me~¢' 01 

ve :'t ..... "' ... O"t" ..... ",o .... _ =adc e.'IO-"I'"l'"' .I. .... , 0" - ·0'" H.,.. ""l"T ""eC" ~ - ..,\M.. - J ~.. ...~ .. ~ J':':" .. ,~ -....... .J.'-J , 

of the:; ~;s:tu=al C.;:.z .. Dep::::tment o'!t7c.e ':::'ila.ci.e1:phi~ Co~eJ:.Y (?.1tt3'O'=Z .. 
, f' 

.. 
.:.cr~ r.l.ll pro"o~"oly :9:rocluce gec i!l Cl"~:o::i ~1ee c~ficien-: ~O";1a.:.:r.:::.n'l: 

d::1111ng. O~ t!:.ic :.:e~ 5".900 ac:-e3 o.=e co~-:rollccl. ~y ~he '::o:z:.o::':u1t:. Con-
ao~idated Oil Co~ar.y, ACGoci~te~ O~l'Cottp:ny ~ Xe~ Tr~i~e Co~any.n 

Thi $ c:ee. V:~ dcs::i vee'!.; b1 0.::'-3.";';'1:0 ~ line ~o"U::.d t~e cute:-

moet ga.G wella then p=od:uei:i~ c.:!d. i~ conzeC!uontly conse:-vc::1:ve. T1lc 

eep:.rated,by Sect10n ·3~., TO-;::;,~bip 31 $ot1.tA~Ra::lge 23 Eaet and. Section 1" 

Too;;ncAip 3Z So".lth. R":.nee 2) :E:.:l.ct. This ectim:::.te :i.c·:~.j7.pe.re:.tly, aneeti-

mz:t:e z~ly o~ proven terri tory. 
" 

E: T:p~J3LE(Octo~er31,19l1)- T~o eoti~tc ~~z~=e~~ec'!.; at the 
'. 

, "~ .. "1'/" 

on eo :nap Gu"o::.:i.ttcd "oy :u:-. } .. :C :E~lch at the b.e~1::.e. The a::e.:. o'ho-m:. 0:. 



." '. 

Norther.l.A:rea 
Sou-:hern .A:rca. 

l7 a~. 
1:; cq. 

2 c~. 

~o~c.:!. 

J:11eo. 
:nilcc 

:ilcl3 

,Ioi.::ea 

.. 

lo"seo a.c:rec. 
"7.20 acre&.. 0,,;; 

1 .. 2g0 '&CX'C3. 

20"J.;,gC s.c:en. 
This eo~1~tei~ i~terec~ing: in' t~t 1~ include~ ~ ~-t ot the Elk 

!iillc te:::1to:y z,e l'ro"c@le g.:.o p::06:ue1ne ~d.. 

!tW9!AJJ:.D O!~_CO!..f?A~ - ?:1or to Oe'tobe::'" 1911" Mr. t:111iz::s 

;p::epo.red a. ::a, forthc Accocia-:cd. Oll Co~o.ny,) \-;llich :nz., ic 1n endenee 

Bue~ V1e~~ Eilla 19".200 3C:en. 
, Elk E111e J..i 2g0 ~=e$. 

20,,,).;.gO a.cree. 

t:!lc SI..."Pe:.1:ltend.ent, o~ 

the ~o=the~ Explo:a~ion Company indie~~e' on ~ ~p ~ked"No~he~ , 
I 

Exploration Co:pa:yfe Exb~b1t *5" ~~~ ~e eoncide=e~ tooe t~c: p=ovcn 

South Distr1e-:: 

~0t A=e~ 
rieet· A:c~ 

~t Are~ 
SO'C.th ·Are~ 
fje$t !.rea. 

59.~'a.c::es 
J.~ , tf 

- 755 acres 

~. ;":cClintockd:er. li::.ec, clocely a:o'tl:C.d t:ae exict1:.g g~ -::ellc ~d. ~ 

app~e~tlyp~y1ng Sbso1utely c~e. 
tA~"!)S mmER comp..!..pT~ .Ae indica-tine; -::!:,o:~ a::-ea. 'the ,ro::o'te:& 

o! the nd.way Co.c Co~y co:c!I!e!'cCt ~o poaeiole g~ ,rod'Uei~ te:ri 0:0=1" 
I .," 

it will be intel'est1ng to re!er to· t:!:e land,$ u=.d.e:: eo:c::ract !or =.a~sl 

g:::'3 <;evclo:prlent :;!.c :f"ollo\7c:-

.,' .. Sout~em?ccifie ?.e.ilro::..d. COr:pa:ly) 14 z~ctiOns g"S60 =.ores; 

Xc==. =:a.c.1ng & Oil Co~~y ~ 

7 zoctiQno 

-11-



.. 
The following t~ble: cho~the vc:io~ ~oreeoine en~imzteo co~ 

.. . 
~ern1:oe t~e gc.s ~eariDg ~e~: 

J~ G~ 1rAite & Co. (mi=.:i.m'lm) 
Ford.,. :3:;:.oOD 8: Dc.vis 
E. 't. Dtc:l'ble 
ADooeiite~ Oil co~~y(n11113me) 
R: E~ UcClin-:oek . 
J~cUQcd~=o: ~d eon~ractD 

tent o'! the ~.::l.Obec.ring te=r1t0=:7,. -::e'~'7c given t~e !o::ego1:lg.e?t1-?tea 

to zhow t~e wi~e divergence o~ o~i~o~ on t~is ~oint ~d to illustrate 
t~e d1~ficulty 1~ aDcc:taining e7~t in!o~tion c.c to tho f:cts e~
:otmding the :p:oduet1on 0::: :w.tu:a.l. gc.o. 

The exte~t o~ the field.is =~y o~y one element in the~ti-

Cr--j i!o=n:i.a.' Ge.e C01J:,!:iMy:::.z.7 d:"s:;; g~s irot:. tllic :!ield. .!:l ordo: to s.t!c:we:: 

~~~ ~ueot1on ~ccu:~tel1 it T.Ould be ~eee$S~J to ~ow both, t~e.~v~lable 

ovpply c.r.d ."t1,le .e.:l::'l~c.1 d:::'i:l t~e=e~:rOD! !:-om r-ete ro:.d ~:rom uti:'iz:::.tion. 
, " 

, .' 

OV1::'nz to tlle fz.ct· ~~t the i'iel6. is (;t~i::'::' in i t13 i~an.c1 Zllct -t::a:t a.cou.;.. 

i' 

this caze ~"oi t=o.::11y to f·i,x :;:. :d.:;.i:::1.!Dl :period. d:u=i=e w:::'1c1l tlle Sot:~he::l 

calii"o:::niz. C~c.o COtcpany 0:: .. its cucceC30rs =:.:'J.7 dl'~":" g::.o from ~~ei1el"i. 

Thel :aen v:ho . concci vec1 :::.!!a. ii~ced. t7:.c p:oj ec~ te!3t1:-::'c<i-:~ 

i .... ... ". Ii" .... " 1 ,JJ .-1:" 1· 10 ... ... ,..~ At :1" ..... -..., .... _ .... e ... =o~ :c..on .. '::'~El, 1'c::: 01,0,......... oe :::::0::' ... e:. .. 0 :.:.'" een yee::fJ. _v ....... 

:ulcu=ed. :pe=iod of ten yea::c dur1:g v:l:.ioil g~ :l!.eht be evc.1l@le io: 
" I ' 

!!r. Cj":'1lC ?ie:::ce ..".::0.0 l1it'll ~ e.c:::o-. ' . . 

e1a.te.;.zbll!$1I?O,OCO' '!e.ce value 0'£ t~c Mic:r.ay G~ Company' e bo~ , 

o.:ldwl:lO ~~,~. taken a. !eQ.dinz ,:.::; i=. i'illa:lci:lS ~~e :p=oj ec~,. testiiie6. 

t't..~t, in zelli,ng to .cus-:Otlerz he fltc.tod -:~'t from t~e 'beat' !.n!o~t1on 

he could ce·C':lre :he ~ good. ::ea.so:c. to ",:b,ope 

'" ~ 

tceti!iec. t:oi~~ ~e ~d hiz .$.Gcocie:;ea :tla.d. 'investee.. zo::e $620 .. 000~OO 
in the. XidVt3.yGa.c: 'COllll'c.ny ::.:ad: t1::.~,:: it -X-:!.$ eotime::e6. t:o.::.t the 11!e 

0'£ the' tield v/oulc! r.o·t "oe to exceed. t":1el ve or tii'tee:c. yc:::.r&· ~ t~t 

t:c.e Co vc=age E:::Otct o'! ge.z t~t ..... o..:ld. :p=o·o~!y 'be '! eO. th:'ough the 
-l2- ·c"::'· 



mz.in would. 'be a;oout le" OCO ,000 C1:.'bic :! eet per da1- It thus aWce.l'G 

t~~· the ~en wbo financed this p:oj~ct were o! t~e op1=ion t~t they 
eo1l!6. rely o:c. ~ ou:ppl,. o! g~ !o::·. a.t lec.ot tC:l ye3Z&. 

This Comr:.isaio:l r Il :::!.te ~e~t:cnt ~o rz:z.de &'l' exhD.'USt! "1e cti:O.y 

of s.ll the elcmentc entering 1::,.to thi& q,uestion in zo fa: ~:b.el~·eoi:lcl 

'be ce C'C:oc. !ror:l the evic.ence 1::1 ~liio case. Cens1derat1onMf-!. been gi Ve:l 

to, ,~he Cj,ueztionz o! ~va.11.s:o:le· 2~ly ,nm:iber and t1:!1ocesa of S~ be::.x1:g 

Dtr~ta." preoc'C.re, "'101'3, volt:r.e o! g:.c i"rol'L. ,;,;,ell~, ~te :lIld ut1liza-

tiO:l. In ezti:cet1ng ':"TaGte, co:::.~1d.erat1cn :llt:Dt 'be sivcn to c. n'Q1J."oe:: 

of ele:nent~, sile!:. ~c lJ::prope:- G.:illi:og, c::.aing ::.nd. ~::oggi=.g, fio?d:::g 

oil welle" tratJ.cl'tiecion o.=.d dict::1.'butiO:l l033ea, 1l:.ef!'icie:lt utiliz::::ion 

.1:::. the field o.nd ot21e:- itc:lC. In ecti:3.'t1ng uti11zc.t10n, it. i8:lCCe:3Z~""Y 

~d commercial reo.uirementa of ~oc AngeleG and cdjaeent ~e=rito:r" :ow 

G'l:V:p~:1.ed "01 the prcce:t dictri.out1ng sya~~". nll ~=t ciur1ng the 

col:.ing yeu, in. tc:r:e of sr:1f1c1a g:;:.c, ~o e:?:o=oxi::l.a:~e+y 6 ,.soo., 000,000 
·0: .:. 

c~"oic -:cc~JetJ.i1y z.ve=e.ge of oo=et~i:o.go,,:,er ls,6co~ooo cu'b!.c !eet. 'l"'~e 

follor.c; 

1914- 6,000,000,000 cu'bic ~cet 0:: It, 600, 000 cU"01e feet 6.s.ily. 
191~ 7,700,000,000 " " T! 2::".0.:)0,000- " " " 19l e,S25,OOO"OOO It " ft 22;.,130,000 T! ft " 
1917 -10,000.1000.,000 ft T! n 27,400~OOO " " " 1919 ';'11,325,.000,000 " " n ;l, 000 ,000.:. " ft " 

7i.a.ile ~he e:c.ot::n to:! g::w co~cume~ will dro~ mate=i~ly du:ing t::'e early 

~e o~ ~~-ur~~ g~c ........... <.1 ~ ..... ,. the -cons=ptio:l 0: g::oz roill dotib~leccly be i~cre~$e~ 

its no::-:-:!'>l. 

vi~i:lity" The cl:o.in by t~i3 co~a."ly e.urix:.g t1lic,,,!er.:: ie es-:im~::e<s'-:o 

-'~-.-01 



" ", ' ... 

, 
'mSy ree.oom"oly expect' to cira-:r on ~hi$ :field '!o: ~:b.e zo:""'1ice o~ 1,0'9 

","''' . 

c.oec no~ :::.dol't this tigure", '::0 rete: to ,it cos =ep=e$e:.tin~ the ::ern:lt 

. 
In orc.e: to "ce· absolutely fc.!r to tJ:.e ge.c cO:tp~!ezl ,"::0 oJ:a.ll 

,th~s :f1ele 13 t~e :in~~ period 0: ~~ie~ the ~en ~~o !inance~ t~e 
.t. . . projec:t COtmtce. -c. per!od 0": ton yez.::C?,. 

:few ye~::':3 it ma.y"oe :;.ecece::....'7 to revise t7ce co::..c:'uz1o::.s :oexein :ec,cr:.cd. 

This n~~cecs1 ty tor a revision :::' .. 7 ~13e i=o: the co::.at=-uct1on· o!' c. 

oecond tr~c=inoion ~n. or evi~ence eho~~g ::ore accur~tely, the 
11:fe of the :ield or !:ro~ othe: ca~ec. 

b.:lve !1=ced the p::oject on 

6. A..'=.AJ,,''!SIS OF CO!'T?.ACTS~ 

.. 
J?roceeding. T:ilese cont=c.c":;s -::.:::.y =ot:.g~y 'be g::-oupe~ ac !ollo~s: 

(a) Contr::.cts to oec'c:e adec;.t:e.te g~ 6't:pply. 
-(0) Contracts to .co ntrol c.v~lo."ole :l'l,..~:ply., 

(c), Contrc.ct for le~e o! t=~~mieo1on main. 

Cd) Contract for dovelopi~ ~~llo. 



· . 

(a) Contracte to_eeour~~ad~~~te Sac a~lx. 
l. Novcmber'2~ l~ll - Ronolul~ Consolidated. Oil C0mRany 

and John Y.artin. 

Under th10 cont=ae~ ~be Eonolulu Com~any ~greeB to de11ver 
~o Martin ~d Ma-~in ~greee to take !=o~ the Company tor ~~e period 

o~ 20 years !ro~ 'tAe completion of the pipe line to be co~tructed ' 

fror:l the. oil iielc!a to L03.Angelee,. the followi::.g q~ti tiee 0-::' 

natural ge.a produced :f':rom,tbe lands of tAe Ronolulu CO=l'a.ny: 

Firat yea:: - :llO"W leas tcan ~ e..ve:re.ge daily oupply e:uring 

each mor.th 01"15,.000,.000 oubio teet;. 
Secon~ 1ear - not les& t~~n ~ avc:~e 4a!ly aupply during 

each mo~th ot 20,.000,.000 cubic feet; 

Third year -3n~ t~ereatte:r - ~ot lecG than an everage ~ly 

st.."Pply o:uring eachc.onth of 2,,000 .. 000 C'C.bio feet. 

k!l option 12 alao g1 ven to Mutin' to Ulke a.:c. additional 

5,,000,000 cubic :teet pe:: d::.y if the Eonolulu 'Con:pany ailour.:dhave ~y 

un$old gas ~t ito diepo~el. The Eonolulu Comp~ny reaerves the rii~t 

~o oell g~ tor use in the. Uidw8.Y oil field3 1:llder ita e,i1st1ng'co::.-

tr~te or renewals thereo~ ~ot to exceed one third o! t~eg&S ~ed .... 

in the field 'a.:o.c. e.lso to 'rule S~ :prod:c.eed by it '!or the cievelOl'ment 

of i tc own properties in the !!i~~a.y oil field,_ 

Martin agreeGto conetruct with .diligence ~ 12-1nc~ ~n 
• to the City of too ~~elea .. to De completo~ ~ithinten mo~the from 

" 

a prco.eure, accori!.iz:g to the. reo.'C!rementa o! t~e buyer .. up to 450 
pounde to the c~uare 1nch.~ 

Me.rti:l agrees to,Pa.y -:0:: all gas de::'i vered the S'IJm of 

5¢ !or eich 1000 cubio feet .. calc-u::.a.tcci on a 4-ounce pres::''Ul'e 'baQia. 

The :aonolu:.u Company agrees to use ita oeot'. en.G.ea.vora to d.evel~p 

anci. r:ui1nta.1n z.. continuouo now of' ga.e u:po:c.· i t& lo.nd..s autf'icient to 

G~:ply the reqU!.rement& of the ouyer,. but agrees tho.t i! Ol.t :my t1:ne 

i't ohould fail to eeli "fer to the:Ouy,er the amount of ge.e a.greed. to 

-l5-
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.. 

be delivered~ the buyer zhould hsve therigh~ to enter upon t~e lanes 
, 

of the'Lollol'tllu Cocpany 7 :;:.no. i~ neCCS3e.ry~, to <i:ill his own 7:ells 

The lands covered oy the oontract include seven zections~ 

or a:oout 41rSO: :!.Cree. This co:.o:~::a.ct wee a.ncig::.ed on' N'oveltber l5 ~ 1911" 

Thiz :i.e t,he contract uot!e:: which the Eo:c.ol'Ulu Compe..ny 

:i.6 a.t p:::eaent 31.l:9plying gaB to,t.he Southern' C~iio:rn.i3. Gas Coz:::pany. 

The E:6:01ulu Com:pany 1e delive::1l'lg ga.a !:ro:n three Toelle a.nd i~,sup-
\ .-: I' 

~1ying ~l or almost ~l o! the needa o! the Southern Califo~~ Gas 
Cot:pe.ny_ This go-a ie 'being deli ve=ed 3.t OJ. :p::cacure which bz.B JJ=.creas-

cd. !::om an avers.ge :prescure of 14-S.4- ;>Otllld.s in J'UIle~ 191;'" 155".5 potmda 
- '-, '..,. 

in July, 191} and. 196.5 :pounds in August ~ 1913, to an :..ve::c.ge p::eccu:re 

of 242 pound.ein September, 1913- There ie' a di$~ute between the 

HonolUl.'Il Coc:pa.ny a.nd the Southerx:. Ca:L1:fO:::tlio. Gas Company on t7ce po!nt 

aa to whethe: 1 t is the C::o:~y o! ~he nonolulu Company ~odeli ver ' the 

gao s:; So :p::cGsure of 450 :901:O.d.a to thcs~t:e.re i:lch~ ',3.:ld. a.sto ~he~he::;:, 

it 10 the duty of the Eonoltll'll Co:lp~Y to ina tall z. c01.tpresco:' ::lO'. as . ...-... /' 

to e.ccom:plieb. aucb. deli very 0::: ~o .,:'1 ~o So'C.t1:.e:::n CaJ.ii"ornic.. Gai~ Com-
,,' . 

pany the:pr1ce of ccmpresa1::.g t1:.e gaB in the co:pr~~zc:: "r.'h1chthe' 

Soutb.crr. Californ1a G:.a Company la, e::ectl:og :lea.r the main, ,transmission 

line ne~r the ~a~t Te:mi~al. Capt~i~ ~atzon, the pre~i~ent o! the 
Houolulu Comp~y, teatit1ed t~t ~a eo~pany intende to delive:: t~e 
:t:ull ~o'Un't 6::- ,gao apec1!'ied in t.hc cont:::a.ct. 

Th1c contract ~:J:pri:arily entered int~ tor the ~u=po&e o! 

• One of the contractc v.:b.ieh the 

So't::thern P~i!"1c Railroa.ci COltpz.ny I Kc:'Xl T:::~dillg :::.nCl. Oil Com:p~y :::.nd 

Acoociz.tec. 011 Co:np:z:.::.y" he:::e!;r:o:!te:::. referred. to~ alao :provid.es :0= 
~ec'UI'iDg s.:o. edditiona.l $~"Pply 0; gc.1J 1n addition to cont~ining pro-

Visions in~e=ted p~1~~=ily 10:: the pu.~o~e o! 6ecuri~ control in zo 

!u as p013c1ble 0: t!lc ga,awhicb might be developed in the oil: t1elc.s • 

., ~ . -.1;)-



puxpoae ,~AO:eO~ &e~G to ~~e been to secure control in eo ta: 3S 

posc101e of fJuc1l X"..atura.l geJ} ~s n:igl:.t be :p:oduced. in tt~c Buena. Vista 
." 

I Hille Field o::!..'fJ.y ot!l.er portion o'! the :!!ie,wayo1l field. 

1. . November 17, 1,9.1';' - Eono:.p.lu Conzo .. lidate.,d Oil Cgmpc.;y 

Thia contract .. after rcte:r1ng to the contracto! November 

2: ... 1911 .. :provides tbat if the Ro:.olulu C0m:9a..-,.y ahould. .::.t e.ny time 

kve Sot ita dispoee.l gz:.a in addition to i?z recrt:.1re::e;lta under its 

exiatins contrc.ctz or l"cnewo.ls t~el'eo!.. i t ~otlld not sell tbe g-:--s 

to ~y person other t~ Uartin in the St~te of Cali~orni~, o~tc1de 

o~ t~e countie3 of Lo~ ~3ele3, Or~ge .. San Be~dino .. Riveroide ~d 
, . "', ~ 

$= Diego Without gi "J"i:lg to Ze.r,tin a :;0 days 1 oyt10:1' to t:\.ke $'UCh gas 

on t~:ma eq~1 to tcoce ~hi~~ ~ightoe ottered by t~e o~e~ P~7. 

The Honolulu Co:pany ftrther agreed t~ 1! it ehould deaire to ~~et 

r,ema.1n1ng,portion of Cs.litornie. .. it ... :ould me.rket the so.:e"tl:...""Otlgh 
," 

the G~id buyer ~t a ~rice whic~ ~~~11 net ~o tAe Geller t~e a~e :~~e& 

.c.c i.t eha.ll 'be .en~1 tled to receive for t!l6 g~ sold. unier za1d. CO:lt:eo.ot 
~leo . 

otNovc:noer 2>, 1911. " This cont:::::.c'o; /-Va.a azsigned 'by !As.rt1n to the' 

M1d~y,Gac Company on November lZ; 1911. 
On Je::.l-o::.ry 10 .. 191; .. t=.e foregoin.g contra.ct 'T.':.EJ modified 

by :lr. s;ree:cont betvrec:lthe Eonol:ulu COInl'a.:lY· ~d. the Southern Ca.lifo=nu 

:r.eoiteo. that the Eo:.olulu. COt:1pa.::.y ""oelieves t~t t~e:ee exista. 3:C,d.:t:ll3.t 

ioz,v:iUoe .s."Ole ~o'Ol'oc:.uee 1nthe lc.:lde l'e!errod to in sa1d Contrz.ct .. 
" , 

ot. NO"1~m'bel' 2, 1911, :;:.n a:count ot sas ' in .. ' exceca of ~he amount agreed. 

of s~id John fu~rtin, i~c1~1ng t~e zai~ five ~illion'ctib1e teet pel'day 

ooveree:oy .$~id option ~ci!.n excess of the a:ountz reoc::ved for !1%4ll;. 
, ,1\ 

ps.:rtyt s(Eonolulu Com:pa:lyTc)o'mi ~e 1::. develo~me:'lt ":':O::k' a.:ld tor tb.e 

. 
;per aiy,.:.nd. tb.e z..::Ou:'l.t l"cq:d.::ed to be i'ur"'-1e'7:led to tee C~li!o:m.:::' 
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':iO'!'! o! t~e' cont:r$,ct of !love::rfoe:r 17" 19l1" a:lc' of s. cert.:.in agrecme:lt 

19l2/:,=.ni tile SQutbern Cali:'ottLie. G~o CO~::!.n1 exe:::cicec. ~ to Oft1o:l to 

tc.ke a.n Sdd.i tioru::.l five ::11110:::' c'U.oic !eet of g::.3 pe:r d3j" co=.e:lc1n~ 

witb ~he fourth yea: 0:: the 2o-ye~r ~erio~ ro!erre~ to in ~aid contr&ct 

o! Nove~oer 2" 1911. 

Th,eEo:lOlulu Cotrpa.ny t!:e=cupoll g=e.nted to the Southe:::n: 

Csli!or.nii'G&~ Compa:lY t~e right to ~urc~oe ~d t~ke all 0:' 1t$ 

excess g~ at ~he ~ricc of 5¢ ~er 1000 cUbic !eet ~d the Eonolulu 

Compa.:lY e.g::ee,:' tha -:; it "11o'Old n~ "zell or otherwice diz:ooa,c of e::J.y 
'., 

of z'UC'b. excess g:.o to o:ny pero.on.. £i::m or cO:r:.90r$.tion oth~:r tb::.n t~e 

t~e term of this contr~t.w Tee !::onolt:.lu COl:l:pany s.g:::eed to drill 

~11necea3s.rY"Hell~ to aeno the ~urposea of the, Southern Call'!o;mi~ 

Ga.s Company .s=.c. t~t in caze of its ::e.iltl:e co to do .. the Soutlle:n: 

California G~3 CO:lj;>3.llY :::i~'!: itzel! enter u:9on t:=.c Honolulu Compe.ny1'$ 
10l:.ds and. t1'lere ci:'ill "!o;: gc.s. Deli ve=y of gas 'b1 the ?o:l.ol1.:lu 

1 
I 

c6mp~y V:o.a to 'be %:S.de o.t the Taft Termi~ 0:- t:b.e ~ipe line conzt:uct-
\ 

ed 'by tl'!e i!ic.way Gc.c COmpa.IlY ~ 
I :-0-
I 

cl'J.i~e:tentz of tbo ,seoo:lo' ,:..rty ,UP to J.i.SO· :?ot=.d.3 to tlle sG,uc.:e i~Cb.. if 

2heco~tr~ct tben containa certain provisionn to 
·SOuthe~ Cali!ornia GS3 Company ehould not Crill 

the 

fer 

ettect 

ga.c O~ 

tl'l:;l.t the 

'" ·en-l-01 I. 
1 

tory :.dj3.cent to tc:.t of tb.e :Honolulu Co:peny n thin certe.in diatancee 
" 

!rom the bO~~1 lines t~ereof. There are otber proviziono in ~b1s 
oo:o::rac·;; to ...... bich it i!3 not neces:Jz.ry to reter. The obvious :p'U-"'":Poae 

, 

of t:.e eontr.:.ct is to sec~e the contro:' o·f the g::.s ;>roduced on tbe 

prQ!Jerty ot" the 3:onolclt:. CO~$Jly. 

Tie ahsll no7. oo:aider tr.o contr3Cts Qet~een tte Sout~ern 

., 

lem Traiing elld Oil COf!:'.9e.ny anti the Associated Oil CO%tl'=11' which 

~tter t~ec comp~ieo ~ll he:catte: tor·co~7enicnce ~e referred to 

e.a t!le Southern Pacific Co::pe.=.ice. 
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2. ' March 1, 1912 - Southern Pacific Co::roa.'liee and 

, Southern C~li:ro:rni~ Ga.s COl!1"OA.nZ_ 

nu." a.g;:eel:ent.~ which is a.t time3 referred to tc.:!J the 

"~lor&tion Agreement,· after reeiti~g that the Southern C3l1~orn1a 

Gaz Company ~esires ~to obtain the ex~lu3ive rignt to ~evelop g&& 

on the land,s o'! the, J,)r.c-tie& O'! the t'irst and. second part here1Xl re-

ferred to", and describing the lantis·covered. "by the cotltraet. in-

eluding 8960 a.cres cliU:nee by the So~thern Pa.cifieR3.1lroa4 Co:::ps:c.y 

and. the Kern ~.a.d.ing a.nd Oil COICpa:lY.. pro'V'i<!.es ti:l.S.t the Gu Co~a:c,. 
" may enter upo~ said land$ to d.evelop gaB thereon du:ing, ~ perio~ 

o! 20 yeare ::md that thiz :rigb:t 2houlo. be '''exclusive to' th~ ga.s 

company, exeept a,$ here,in"belo'W otherwise s:pee1i"ie<!." T"Ae Ga,& Com-

pa:tJ.y 1~ to beartl:le c:ltire expen3e o! <!.evelop1ng sa.1e. land.tJ -:or gas 

and of producing and. earryiDS StJ.!J theret'ro:n. T".c.e GtJ.8 Company is to 

otfset all gee wells in contiguous seet!ons threatening the linez. 

or "boundaries o! the lands referred. -:0 in the contract. ~e Gu 

Company is to begin <!r:1.111ng for ga,& with at least tv,o 'atrings o~ 

. tools. on :nleh of the la.."'1d.e of the Msoeia.ted. Oil COC!>GUlj" 8.5 the 

latter ,-may <1e31gnate &ll<! 2hall during the !ir8t ten yeu8, or the con-

tract. :"'Un at leact two stringa o! toolr.s constantly upon ea1d. la.ncie., 
. , 

the Ga.s CO:::1pa.ny 18 prohibited fro'!!! dr3'Vting from sai~ lan~ without 

the written consent· or- tile Sout:o.ern pa.eiricCol't.:POJ1i~8 81J':I gas in 

e:ceeS$ or two':'third& 0'£ the gas :proe.ueec1, pureh3.aed and. piped by the 

Cas Comp3%lY from the Midway oil 'tield-. It is :Pl'o'71de<1 :thGo't 1: ea,ee 

the Gas Company should in its operations upon these lands strike an 

oil well. tb.a:t the Southern Pacific Companies should. have t~e right 

to purchase such well at cost and on the other hand that ir in 

dr1111%'lg 'tor oil the Kc=n Trading AXle. 0,11 Com:p~ 0:' the Assoeiated 

Oil Company should encounter gn.e to the.extent. of S,OOO,OO~'eubic 

teet or more 'a.11y now tor 30 consecutive Q.a.ye. the G~ Cox:ll>.o.n,. 

~hould at the option of the party u~onwtose land such oil well should 

be found , buy it a.t s.etual eOl$t. 



.J 

.. 

The contract further :provide3 ths:t. the Ga.s Company should. 

not be obli~ted to ta.ke ga.s enco'Wltered by the Southe:rn Pacific Com-

panies in exceee ot the ~ollow1ng amounts. provi~ed that it shoul4 

h&veuse therefor: 

First year - lS,OOO,OOO cubic ~eet per ,~. 

Secon' yctXr - 20.000,000 cubic !eet per,day .. 

Third ye~· 25.000,000 eubic teet per ~ •. 

1'heGas Com!>any e.g:eez. to r;a:y, to the Southern P:'.Ci~ic 
, " 

Companies SIt :per thouso.nc. cubic feet. for a.ll gas pr6G.ucet!. and :a.ved 

by it fro:::. the lMde' e:'br3.ced. ,in the agreement. }Jj the ga.s ,wells 

encountered ~ the Southern Pacific Co:~an1e8 are to be pai~ !o:r 

'by the Gas Company and as the Ga.~ Com:ps.ny is, a.t it.s OVI%l ex~nse, 

to conduct the drilling operations upon thi& property, &0 that ~e 

expense or developing the wells is in this way borne by the Gaa 
" , 

Compan:r, :L t is ev14ent that the ;prlce of 3Jt :per thousand. cc.'b:'e· feet 

so provided, c~vcrB & rental or compensation tor the use or the In=d 

~~~ the price for the g~G it$el~. 

3.. ~a:rch 1, 1912 - So'llthe:rn :Pn.cifie COm:i-lru'lies, Southern 

Califo~nia Gna Coa~ll Midway Gas Comp3nY 

:>..nd. \'iilli~ G .. Kcrekho~f. 

Thi S 'iLgreement is a.t times referre<l to 3.8 the ·Supplemental. 

Agreement". After certain rec:Ltals the Gas Company agrees t~ pay to 

the Southern ?ac1fieCom:?anie$ in a.ddition to the'. 3~ :per thO-2J.28:l.d 

,cubic teet to be pa.ie. fo':, all gas producee. ane. saved upon tile l.ande 

or the Southern Paci~1e Companies. the turthersum 0: Z,¢per thoueand 

cubic feet "on a.l.l ga.e produced 3.n~ save'; :p'C.rcha.sed -or p1pecl 'by 
, . 

tho parties o~ the tb:ird. and !ourth :ports, or aDY of them. from the 

land.s of the Honolulu Conzol~d.3.ted. Oil COCP3nY .. 'or from th~:';'8.1le.s 

or any othArowner. le8~ee or occupant in the ~uene V1eta E111& ~4 
.' 

:.adway oil !ield.~ and 31so Z~ per thousM.d.eubie ~eet on nl.~"" ga& 

pro~'C.ced. a:o.d. ·sllved trom the lands of StUd. Honolulu ~nsolidated Oil 

Company in :Buena. Vista lUlls ciietrict. or lac.way rield 'Whether or not 

::;>ro~uced 'by t,c.e parties or the third. or the ~ottrth. l'>a:rt, or a:;.y 0: 
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them, except not exceeding one~th1rd of the g3$ which aAall be $014 

by the California. lia.t'Ul"al Gas Com~y. for use in' the M1d.",a:y' oil 

field. and except the gas which shall be u304 by said Honolulu Con-
-eoli~ate40il Company in the develo,ment of its own lands in sai~ 

~dway oil ~ield, and except the gaDwhieh aball be used 1n the 

extraction or ga.aoline from and compree3ion of gee to be tranmni t'ted 

u:.der sa.i<i eontra.c'ts with John Martin". In othenrords. the Ga.s 

COXllpWlY 8.grees to po.y to the Southe::n Pa.cific Co::npanieB 3ft per 

thousnn<i cubic feet tor all' ga.8, with the exceptions stated, prO(!ttee<:. 

on the lax:.c:.e of person., other than the Southern Pn.eitieCoI:.pt.&niee. 

While there ore other provisions in this contract, this :provision tor 
" 

the p~ent to the Sout:b:ern Pa.ci!ie Comp.anies, o'! 3¢ 'per thoueand cubic 

feet tor gas produced en~irely on the 130<18 ot;other people 1i the 

principal prOVision of the eontra.ct. ''7te shall hereinatte:: co:o.3:1.~er 

in greater detail the purpolSe of this eontra.ct and 11hether or not the 

pay:nent ot suehsum by the Sou~er%l C:::.lit'o:'nia. G3.S COC~ :r:a;y' be 

used. to inc:-caee the rate T/hieh the consumers of gM would otherwiee 

be obliged to 'Pay. 

(e) Contr~et ~or leace'of trRnSmi8Sion main. 

December S, 1911 - "Mid.way G.e.s Co:ronny And 

Southern CA.li~o~ia Ga.s COM'l')an;r. 

:By thi:; eontract tlie Ar1dway Gas Com~:y leasce to the 
Southern California. Gu Com;pany the trane:niseionm.ain which the 

leasor contu:pla.te<i const.ructing t'rom the oil :tiel~8 to ,Lo~ Jtnge1ca, 

-for the, term of 20 years after its eomple~1on tor a. rental or -rive 
• 

eents per thoussn~ cubic' teet for all gas :eeeive~ by the leseee 

(Southern Cali:f'ornia. Gas Company) in said :pipe line .. -' ~::a.e Southern 
~ 

. California. Gas Company agreez to yert'orm ell of the Mi<!'W~ Ga.a~ Com-

:PmlY':S obliga:tiot1s unGoer the contra.et o:f', liovember 2, 1911; rith the 
-;, . 

. HonolUlu COll:pa.ny. ~G. recites tha.t the, t.:1<!"Itav" Ga.s Compal'lj" h&u pla.c:ec1 

in e~erow a deed conveying to the Southern California Ga.s Co~any all 

its pro~r~ie8 and the Southern California Ga8 Company hAS executed 
and placed in eeerow an agree.cent to pay at maturity the principal ~ 
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intere$t ot all bon~a nec~re' or to be se~re~ by the ~~way Gsa· Com-

pany' 8 mortgage to1!erean. tile ~st Co::p.o.ny o~ San Francisco, dated. 

November 20, 1911. The agree::nent turther recitez tha.t bot::' parties 

have signed and delivered to their depositary their joint ~itten in-

structions to the efi'ect that i~ the event of the te:'mina.tion of the 

le~se or ot det~t un4er"the mortgage, the deed ot conveyance £rom 

the lat!,,~ Gas. Company to the Southe::-n CaJ.it'ortlia. Ga.e Com;&>a.zlj shall 

at once be deliveree to the Southern California G~8 Co:pany ant! the 

Southern C.o.li£ol"n1& Gas Co:npanY"a- a.g:::eemen-: sl:ul.ll likewise be. <1eliver-

ed to the ~ereantile ~;:';'3t.· CO:l~:1 0-: S3%l Fra.nci~co. the t:r'U2Itee under 

the bond ::1Qrtgage. The Sout:a.ern Calit'ornia. Gu Co:n:pany ,agrees to oper-
, 

~te and maintain the ~ipe line in soo~ condition, the expense ot oper-

a.tion, repa.irs and renewals to be repa.1~ 'by the ::.!1dw8\V Gas Company 
, 

out 0-: its:' rentals. , 
" " 

~:he effect of this agreement is to pla.ce the Southern 

Californio.G:3.s Company in the shoe" 0": the ~<!""'ay Gas Company in the 

ma.tter o~ contracts wi th thl~ Xonolt:.lu COl%:l>a:lY, to p:~ace the Southern 

Calii'ol'nia,cis.s ~ompa.ny in :po:3l3e~sion or the pipe ~1ne to be eonatructe~ 

ond. to rele:gate the MidWay Gt'J.8 Company to the 1'Os1 t10Xl of the owner 

ot p::o:pcrty receiving rental the:oe:f'or and simply pa.ying 'to::: .its m.o.in-

ten.snce and repairs. A2.Q. reeul t of tb.18 a.greement the Southern Cal-

ifornia. Gas Comp.a.ny beCO%:le3 the responsible party eng&ged1n the pro-

duct~on, tr.cmemiee1on and delivery 0'£ r1Jl.ttU"& e~ from the ~en& VilSta. 

Rill$ Field.. 

(d) ContrACt ro~ eevelo~ing wells. 

Jul·, 1, 1912 - No~thern Ex'oloration. CO!T!:'!:>a.n:r and. 

South~rn California Gas Co~any. 

this eontr~ct. after reciting certain of the previoua eon-

tracts l::.crein"oc~ore referred. to. pro11d.es in e~reet~:. that the Explor-

a.tion 'CompllnY 3~1 do all t:ae. d.rilling 'for ga.s wells which the 

Southel'n Cali~ornia. Gas Company is obligated to perf'orm. un<1er its con-

tracts with the Southern Pa.eitic Companies or v,hich the Southern· CtJ.l-

1:f'o::nia Ga.s Company rlJAy doe-sire to pert'orm. 'for the production ot gas. 

'file functions or the Nor'thernExplora.tion. Comp3rJ.Y are to 'be lim'tee. -:0 



the drilling and bri~ging in or welle and all other expenseo 3re to be 

paid by the Southe=n Cali~ornia G~e Comp3nY. ~ ~orth~rn Explo=&tion 

COmjiMY is not to be o'b11ga.te~ to keep more than ~ive ztr1nge ot tools. 
I 

running at 31lY one time. Imme'ia.tely a!ter a:tJ:Y Vlcll has been <trille~· 

and completed by the Northern Exploration Company 1~ shall be turned 

over to the Southern California Gas Com,any. Tne term o~ the con-

tract is 20 'Ye~8. 

zae Southern California G~ Company agreee to ,ay t~e North-

ern ~lorAtionComp3nY~. follows: 

(1) :Four cente :per tl:lou.e:m<i cubic feet tor all gaz tr~a

:nitted through the trMs:nission ::.~n o! the Mi<iw::&.y G~ Company. except 

sucb. gas a.s might be used. by any electric light or g~e e<>:'lpa:c.y in 

l:1Elnu!aetur1r.l.g,artificial,S:l.8 or,electricity, entirely irrespective ot 

whether t-bi ~ ga.s· i e produeed ce the re~ul t 0: the o:::>ern:t1on or t:c.e 

Northern EX,pl.oration ,Company or·:' wh.ether it in ~rod.u.ced. by th.e Eonolulu 

Com,nny or any ·other producer.· ~% of the ~ount or ~ ,eonaume~ 18 

to, 'be excfl!pt~ed to provide tor W8.ste or leakage. 

;' (2) Three c..uar:ter8 o't 3. cent per thouzano. cubic feet tor all .... ''', ;rtl'~'" ,; 

~ ., '1 1 i JIf orga.e eom,any··.n ,the m.a:ru.:: ae-:ure 0-: arti.... e1a.J. gae 0:" e ectrie ty ~ or 

public: dietribut1on. entirely irreepective .o.gain or whether or not 

such gaB ie ~e"1elc>ped by the ,.Northern Ex!:>lora.tion Co:r:.:pany. 
I • '. 'r 

The testimonY'sho:wa tha.t the Northern -Explora.tion Company 1$ 

a. subn.:Ldiary 01: t:c.e Southern.Calitorni::a. Ga.s Co:opany and that:pnLet1cally 

the z.arne men own· 'both companies. rAe Explorll.t10n Company wa.s 1ncor-

poratee.!or., the :pc.rpot;;e' of" conducting tJ:.e a-il.~ing operAtions o~ the· 
I 

SoutJ:.er.o. CaJ.it"ornia. (1).8 Cocpany. !r:.etead or p.o.yins' .the Xo:rthe:-l'l ~ 
" • I 

.. ploration Co::z:pany the a.ctua.l cost or i t·s opera.tions, the Southern Cal-
, I 

. ifo:'ni.a. Ga.13 Com,anY' ~eed.. to yo,,;! an a:"~i trary amount or tour centis 
I 

per ~U3a.n~ cubic fee-:: for all ga.s tl"~s:nittec1 t!lrough its m.a.1n~ 

," except zueh portions thereof" a.s might be used tor the n:anut'acture of 

n.rtiticill.l gas or .electricity !or !)t:.blie <!iet:r:i'ljution'~-·W,h.ile tor 'toAe 

la.tter gas. the Northern ·.Explora.tion CO!npa..'"lY wa.sto :reeei~c Z/4:( ~r' 
' .. 
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th~U3~d cubic feet or g~e 80 consumed. It is evident that the ~riee 
" .... 

00 to 'be ;pa.ld to the Northern ~:plorl'J,t:l.on Cor.o.p=:r h&.$ no logical. eO%1-' 

nection whatsoever with the Gerviee perforce' 'by that eompany and &8 

W1ll hel"e1ll~ter a.ppell%", this ~riee ic considera.bly in eXeeB& or I: the 

cost,ot produeitlg tllegs.s. '.the o:!"i"ieiil.1.s Q"r tl:le Southern Cali1:orn1s. 

Gas Com!)a.ny 'tried to' explain the l"e.a.son v/',o:y two prices" .,lle being 4ft 

and tAo! .,ther being Z/4~ ;per thousa:ld eu~1e. :reet were paid 'tor e;&8 as 

to which the, servieeo or the :rorthern Ex,lor&tion Comp,:my were exactly ) 

the, Sf.Xl1e in e1ther' event. 'J:he explans.tioll, to the e!feet tMt :it :i8 

neeesB~y to have a lower price for g~ to eo~~ete with oil '!Ol" manu-

t's.eturio.g ~'3es i$ not convincing a.& s. justifies.t1on t':1l" n. ditte-~

enti~tion in tae payment to lorthern ExPlor&tlon Cor~any tor ser~ces 

vtAieh a::e exactly t.J.le &,Il:AC in connection with the l'r04~et:i.o:a of ga.1S 
, ~ 

for either use. It would be far simpler i~ the Southern Csli!ornia 

Gas Co~~sny, instead of, hAving created tAi3 8ubeid1ar,y eor~rat1onp 

1teeli" cond.ueteti the d.rilJ.ing o:per8:~ion8" in vrhich event. the actual. 

cost of ouch operations, no more and nQ les3, would be e~ged. It 

should.' be noted. tho:t ot the 5:t ,~, tl'lcusand cubie teet 0'£ ga.s ,\,fAieh 

the Southern Cal1for:li.$, Gas CO'l11J)rm::! ela.il:rl6 atter :paying the Aonolulu 

Co:npany, the Southern Pa.ei!ie Coml'3nie 3 ::.nd. the ~d.wa.y G~' CO::l:PanY, 4~, 

While nocinally' paid to the ~orthern,~lor&t:i.on Company,. is in e!teet 

pai'd. to the ~uthern California. G3.~ Comprmyitsel!, ~ tha.t in&t.e&d 0-: . 
that CO::1;pany h~vl.Dg only 1ft for its services, it it reol.ly reee1:ving 

~~ for the work performed by itself through the Northern ~lor&tiQn 

Co:P,e:lY and for its own overhead and ot?J.er expenses. ~he Commission 

can give no eonei'ers.tion "I'I'lla.tsoever to this eor.tra.ct" ~t Will en-

de3.V'or to 3.Scertain what 1 t a.ctu.uly co~ts to ;,rocluce the. ,f!,3.8 tlZld to 

gi ve c:r~i t in tha.t amount, smd tAa.t a::.ount only:, to tile Southern 

Ca.li'!'ornia. Ga.s Com,o.ny •. 
(e) Contr~t3 wi~h loe~ distri·~tin5eo~~nnies. 

~e shall now eonsi4er the eon~reete T-h1ch have been. entered 

into by the Southern C3.1i!ornia. Ga.e CO':~:Pf:J:fJ.Y' with the local riistri'bu.ting. 

co::npa.nies in L03 Angeles Count:." -:or the sC1J.e by the former 8.8 a. w".a.ol.e-, 
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ea.ler to the la.tter as retailers o! ns.tur&l ga..e tr~am1tted through 

the mr.dn conatrJ.ctec1 'by the :!id"1ltLy Ga.s Co~:p:my •. 

1. z.rtlreh. 22, 1912 - s;'u'thel"n -C~l i :-t)r fli3. -(7a.s CO':'rl,,:my 

And Lon~ Ee~eh Concolidat~d G~s Comnany. 

ThiLl contrs.et l)rov1des that the Southern. Co.li'!orn.1& Gu 

Co~:pa.ny aha.ll :lell, to ·the Long :Beach Coneo11c:.o.ted Gas Com~any ~l 

thega8 which the latter zhall u~e o~ dietrieute in the City or 
Long Eeach, together-with all exteneions to the Cityo~ Wi~ngtoll 

:xo.o. San Pee.ro and such other, bco.eh e1 tieLl to the tJouth or 't~ City 

of Long. :Beach o.c :nay her ea.t'ter, be eu:r;>plied by the Long ks.ch Com-

'Ps:!J.Y, this gas to include bo·th artit'ic1al and. na.tural ga.s. The. 

Southern California. Ga.e Com~y a.greee to construct a.t i t.z 0'Wn 

~xpen8e A8'I.1.i t~'ble pipe! line tor 'tora.nsmitti:lg the gas, not to -, 

exceed 8 incileG in c1iamet,e:r from. its gas pl:mt in the City of Los 

Angeles to 8. point on the:northerl;y' limite. of the City o~ Long 

:Beo.el'x. '.the :point ot d.eli very ie a.t thetermina:~,ion or thiS5 pipe 

line outside of:· the lim teo'! the Cl t,y of Long :Bea.eh. Jl.!ter ~o

viding tor' the ~ntto be made for a:tit1cialgas, 1~ delivere~. 
, " . , 

the a.greement npec:i.1:ies the :price to be p:J.id to-r naturaJ. ga..e, which 

Bh3.l1 be "the a.ctu.al coet to the com::>SJ1Y of sue:a. natur31 ga.s at 

tA6 terminus or the ;!1dway Ga.s Com~:rts :;>ipe line, includ.ing cost 

or eoc~re8sion ,~t the Co~p~t~ works, it neeez3a.-y.w tose~er with 

'in'tereot a.t'the ra.te 0'£ 6% per axmu:n on ti:l.a.t proportion of the 

Compa.n;{'S 1nveGtm.ent'whie.b. 1& neeeB&Il.""Y to supply the"eonm:::1er. 

base' on the r I,l:tio, tha::, the proceed.& 0-: S3.B deli verod to t:o.e co:c.-

8ttmer bears to the total proceeds or gas genera.ted or transm.i tted. 

by or t.brougb. .tUch i:lveGtc.ent, wb.ieh -investment. includes for no.tural. 
, 

ga.3 the high pressure tr1lJlsm1s~ion line t'ro:n the terminu8 or the 

:Mid-way Gti.8 Co:o.:pa.ny' s ~1ne to 'the COXllpa.ny'$ g0.5 worlc8. t~ maebinery 

loeated1n &a.i~ .go.s "Noru us.~d. in the cOl1lpres:3ion or d.elivery 0'£ sa.s 
'too the consumer and. the ::z.igh::prosGure 'toransmiesion.l.:1.ne 'from 'tohc 

ga.s works to, the point ot deli very to the eon8u~r., DeI>reci&tion 

~:: 5% per a..::umm is to 'be included. on t~c, invest:nent- a.s well as .an 



. " ..r, 
" 

'smou.."lt to proV'i~e tor twces equal to 4% or the gros2,a;rnount pa.1d 'by 
-" r ~ ~. • ~.Il-. • I 

- ,-'" '.' I 
the consumer 'to< th.e company under the agreement.' This amount ha,s 

now been 1ncre~oed oy the Legisl&ture or this St~te to 4.6~. An 

allowance o! ~ chall ol~o ~e added to provide ~or leakage on the 

tr811emisaion line. The ag:ree:ent is t.o la.st torten yea:rs from t.he 

d.ate of the completion o~ the :pipe line fro: the Southern California. 

Company' s ' g.a.s plant., 

'O'nderth:i.s eontrll.et t:a.e Southern Cslitornia G.Q.S C-:lmp.a:o.y 

constructed an 8 inch ~n trom its works in the City o~ Loe Angeles 

to the boundary o~ the Clt7 or Long Ee4Ch~ ~ dictance ot 17~926 ~le8 

:lot an expenee of $61~583.13 'and mixed ga.s. 1= now being delivered 

through sud pi;l)e line to the Long :seach Conzo114,a.ted Go.a , Company'. 

2. Se"Ot~'ber' 2:>. 1912 - Southern Ca.l1~orniA. Gae Com":')I.l.nX 

and Southern Cal1£ornia Edison CO~~Y. 

Zbio agreement providc3 tb4t the Sou~rn CQl1~orni& G~~ 

Com~y shall deliver to the Southern Csli~orni& Edi80n Com,~ ~d 

the la.tt.~r com~ 3ha.ll tllke all ga.s,. both natu.ral. and· artit'1cial. 

which the latter eom,s.ny m3.Y use in' the o,er&tioll 01" 1ts gas ~s

tribu'iing sY8tem in the ei't1e3 of Venice:. snnta. Xonie.a. and. Sawtelle. 
. • I , • 

't'.a.e Southern, California Ga.s' Compa.n:r agrees to con~truct a.t its own 

expense 3. sui ta.ble pipe line not less than 0 inches in d.iamet-ertor 

co.c.vey1ng ga.a !':oQ. itt'; rcgtlla.tor station .1::. W.ilsh.ire :Bol41.evar4 a.t 

the corner o~ Van NeS,3 Avenue. in Loz Angeles to 3. point on the north-

westerly line or the city of $a.-rvelle. :he !)Oint or ~el1ver.r 1a a.t 

the ter::lin.a.tion or this :pipe line. The consumer agrees to- pay to 

the Southern C:lJ.iforn1a. Ga.e Company :01" l111tur8.l.;-ga.S a. sum equal to 
.. ~,.' ..... 

to the company· i ~ det'1ned to include,. in the ca~e ot':c.a.tur JJJ. gs.e. 

the . actual co et ,to the SoutheX";l Cal.1f orn1& Ga.s Companya.t the term.:z:me· 

orthe'~dw~ Gan Company'& pipe line,. including ~e COBtO! co~ 

pre 83ion at 'the coo.~y' s worke,. it nece 3Z/lry" plus, 1,nterest !'i~red 

a.t ''0% per' annum and dcp::eciation 1"1S\U'e<i a.t 5% per annum on ·'~ha.t pro-

~rt1on o'!, the cost of· the trazssmi'ssion line :!'rom the terminus ot 'the. 



supply 'the COll3'lll1ler, based on the rs.tio thD.t the na.tur o.l gas :sold to 

the consumer "bears to all ga.s tra:cr:ported through etl.1d l1ne, pluf; a. , 

tixed ~ ot $300 ~er ~n~ to cover de,reci~tion on the trsnemi$eio~ 

line trom the company's works nece$za.~ to zappl7 the. eon~er# plus 

a::. a:nount for' taxes e(tUaJ.. to 4% o! the gross amount p3.id by the con-

sumer to t:-le eo~a:ayuncler the agree=ent# ;plu.s on allo'W3nce o! ~ 

'too provide tor leak.age on the 'toranel:li8uion m.a.in. 

The term o~ the agree.=ent ie to be 10 years trom the date or 

the completion of the :pipe line to the :;>oint,ot delivery. 

Under this ·a.gxoeement, the' Southern Cali:f'or.ais. Gas Co:::.psny hQ.5 

constructed 3. pipe' line r>a.rtly 8 inches 1:1 diameter .and :partly 6 inches 

in <i1a::neter t.o Sawtelle, a. diet3%l.ee o-f 14..749' milen, a.t an expe%lJ5e ot 

$38~344r.70. 

3. October 26. 1912 - Southern Ca.l1~ornia. Ga.s COtl;>a.ny an~ 

,Loz Ange1e3 Gas ~"'ld Electric Cor-;;>ors.tion. 

This contract ~rovi4e8 for the eupply by SQuthern California 

Gas Company taLon Angeles: Gas and Elec~ric Corporati~ o~ 811 the 

na.turaJ. ,ga.s nece3sa.ry each d.ay to propcrly supply tlll the latter com-

l'any"8 eus~om~:r8 and eon.eumers. not exeeectine 70 per cent or tile ca:rr':l-

1ne c3pacity of the transmission ::lain or :nains. ~he :po:1.nt o! del'1very 

13 to· be the Wezt Glendale Terminuz o! the Mi<!way ·Ga.a Company' 3 i:a.in 

:lot t~e corne:- of San Ferna.nd<> :Road. 3:lc' Sycamore Avenue, in the county 

or L03 Angele:J, outs!d.e t!le limit$. or tile city or 1,0: .Angele&. ~e . . . 

Southern ·Califo::-nia. Ga& Co:epa.ny agrees to. eonat!'ttc't a. 16 inch m:dn :from 

the 2!louthe:-ly end. o!the :!1dwa.y Gaa Co::p:my'c ,:a.1n to the intersection 

of the northerly limits ot: t:ne e1 ty or L05 .Angeles, !rom':":wl:lich point " 

the gas i 8 carried through a. main built for account o! the Loz Angele,&' 

Gas ane Electric Co~orat~on, to the works or tho l$tter company. The 

Lee Angeles COXllp.a.ny agrees to po:y to. the Sot4thern C8l.1t'orl'lia. Gu. Com-

pany 10r the. use or th.e main to be 'btl,11 t by t~e la.tte= between the end 

of the ::.::t,dwa;y Gas COm!)F.&.ZlY'e :s.in and tile eity limit.$ ot' L03 A:lgele~ .:m 

. 8.rlX1Ual rentaJ. eCj,ual to 12% of the eo-et o't the eo-netrue1i.io.tt and in-.... 
. 8t9.l1a.tion thel"eo't. The term of the eontra.e~ ig to be unt.il. l)ecembcr 



• 

l. 1932. 

Tile prices 'to be p:L1d for all gao other th8;l:l. such a.e ilS 

used ~J the Lo-ll Axlgelee Company at its 3:'tii"ie1a.l gaB and electric 
. '. 

gene:r::a.ting plants, .compreesor tots-tiona and. 0!t'1ces are 48 ~olloW8: 

(a.) For gas from the l:mds o! the HonO'lulu COmpWlY 
18 .cents perone thouzane cubic teet. 

('b) FO'r gu !rO'm the l.aJl~e or the S,uthern Pn.ci!'ic Com-

l>8lliel$, lZ cents per one .th.oueand cuoic teet: provide4 th&t it' 

the Southern Cal1fornis. Gt.l.S COl:l'3JlY :lUst pay 5 cents 1n8tea4 of 

3 cents per one ~ouc~~ cubic !eet tor any o! this gas, the . 
price to be paid sholl be increased from 13· cents to' l~ cent&. 

( c ) For gae !rom any other la.:c.d.8 in the :Buena. Vizta. 

Rills O'r 'N'd.dway Oil :Fields, l3 cents per. one thousand cubic 

teet plus the :price pllid. by the Southern Cl!litornia. GIJJZ Company 

to the party :ro~wAom it .z~eure8 the gas. 

~he ~rice$ to be paid 'lor all gas furnished t'or the Los 

Angelee Gaeand Eloctric Corpor4tion's own con~tion, a.t it. artific-

i41 gas and electric genera.ting plan~D~ compressor £tations and o!fiee& 
are 3.8 follows: 

(3.) "For g.e.e 1"romthe land.e o!the Honolulu Comps.ny 

1'.3 cents per one thousand cubic teet. 
. 

('b).' For gas trom the lsn<!s ot the So;ttthe7.'tl Pac1:fic Com-

panics, S.S cents per one thouzand cubic teet, with 11 cent8 it 

the Southern California. Ga.s Company ps:ya 5 cents insteaA. of· Z. 

cents per one thousand cubic ~eet. 

(c) For ga.s .from 8:a::I otAer land,3 1n the :Buena. V1sta. l:I111e 

or t!14way011 :Field s ~ the price pa.:i.d for gu used. tor other purpo8e~ 
.1 • ,. 

lese 5 cents per.orie t~ou~snd cubiC rec~ plus 10 per cent. 

Mr. ) ... C. :Baleh of the Southern Ca.lifo:-n13, Ga.e COl7lpSXl"'J 

testified taat certain of these priees were azcertained 88 follows: 
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there~ter distri~ted among d~meetic con~ers: 

~o the Eon 0 lulu COmpnny •••••••• ~ •• ~ •••••••• 5 cente .. .. Southern Pacific 
'I 

~mpan1e3 •••••••••• Z centrs 
.. .. :w.<iw~ Ga.s Corz:pan.y'~ ................... 5 cents .. .. Northern Ex:Plora.ti,on Company.; •••••• 4 cent8 

I .. .. Southern Cal~orni;a; va-a Company ••••• l' cent 

T~tal •••••••••••••• 18 eent8. 

("0) :For g~ from the land3 of the 'Eone-lulu Com.~ and 

tlle:"'eatter used under the 'boilers o~ the Loe Angeles Cae e...n4. 

Elect:"'ic Corpora.tion. etc.:' 

The same a.3 a."oove except that 3/4 cente only ill pai<l 

to the No:othern ExPlora.tion COI:p3.l:ly, lea.ving a. total of 14.3 cent.6. 

(e) For ga.s from the lands or the Southern Pa.ei:ric Com- . 

panies and tAerea!ter distributed. ~ong domestic con~er8: 

The same as (al except tA&t tAe5 centz':paid to the Ronolulu . 

Co:::npanyis not. ~aya.ble here. 1e,o:Vine; 0. bal.an¢e 0'£ l3;¢. U the-

Souzhern Calit'o:rn1a. Gu Company pays 5 cents inste3J1o'! Z cents 
, , 

to the' SouthernPa.cif1c Companies, the ;price. to' be pa.1~ by the 

Loz Angeles G~s and ElectriC Corpora.tion will be increa.sed trom 

13 cents to 15 cents. 

Zhe Soutlle:n California GasCom.p.o.ny also ag:ees in this 

contrsct to 1;)uild a. second main ·.tr:1llsmiseio~ line trom the :a!t 

Terminal to the -:rest Glendale Termino.l, ~o llave 3. ~ameter o~ e.iX'teen 

inches and to 1;)e in operation not later than November 1, 1913. unlesz 

otherwi se··expressly provided. Thi S Becone. main has not 'been built, 

nor has a:tJ'Y relea.se of thi8 obligation 1;)een gi~en. 

Under this contrnet, the Southern Cali:'orn1a.v&!3· CO:r:tpMY 
,~ , 

constructed a 1& inch IZ:&in trom the West· Glen4al.e Xermillal' ''to 'the 
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city limite, a length of 1.008 m1le3.The cost of t~8 line. 
I , 

together with a ~urther ~:227 :ile~ ~i¢h the Southe:n California 

Gae, Company 3eeme to have constructe4. with1n the city o~ Los Angeles 
\ 

'for ~ccount of the Los Angeles Gas ~~ Electric Corporation.'~as 
, 

$34~17S.26. The, cost a.pplicable to the main owned by the Southern 

Cal1forn1a Gas Company would. 3eem ";0 'be ~lO,64e ... ?3-: The 4el1ve!7 

of na.tural gz..s through this line to !"os Angeles Gas and Eleetric 

Corporation ctarted on April 2a~ 1913 and t:a.e amounts delivered. 
from ,lr.ay have been 3.3 follows':, 

~"' 1913-, .......... ' ........... ~ •• ~ ••••• ~ • 7,358,400 Cu. :ft. 
~ 

96,,1:32.0.00 .. • June, 191Z. ~ .... '. '., ............ oo' .............. . 

July ~ ,19l3-.... •.• ' ......................... . 136,,121,000 • " 
.August, 191~,.. ... ~' .•• · •.• 1 ....... ~ ••• _ ••••• " •••• 193,259,000 .. " 
September" 1913 •• : •• '.' .... ~ ....... OO ............. ~ 228,842,000 til .. 

or the 3:Ilou.nte so d.eli vered, over ro'nebal.f have been used. in the , , 

gaoB generators and under the boilers of the Los Angeles Golla :me! Elec-

tric Corporation in lieu of' oil 'for the ::nenu!acture ot artificial. gn.s. 

3yagreement dated Ap~il 28, 1913, between the3C tw~ 
" . 

companiee. it is reeite~ t~~t the So~thern Cali~orn1& Gas Co=,any 
has been una.ble to deliver the f'ull amount contraete4 to be de-

livered, and it is ?rovided that the price to be ,a1d by the ~

chaser until the fu.ll Bupply 10 available ehall :ot excee4 ~ average 

price ot 12% per one thou3an~ cubic teet. A letter !rom A. N. 

Kemp.'Fir~t Vice PreSident o~ the Southern C3litorn1a G~8 Co=r-~ 

to the Los .Angeles Ga.s .an4 l:.ectr1c Cor~ora.t1on, da.ted April 19. 
1915, and attached to the contract, otates that approXimately one-

hal! of the ga.e Wlll be billed. a.t 8.8 cents and. ~e other haJ.t' a.t 

1'.3 cent~t making an average price 0: a~pro~tely ll.55' eenta 

per one thonsan4cub1c·teet. 

-zo- . 
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Th10 contr~ct ,=ovidez ~or the delivery ~y SOut~ern Cali!or-

n1~ C~S Compc.:ny to Eco:lomic GaG Co:rpany 0'£ Loa Angeles, o~ ll3.tura.l 

gaz au:"fic:ie=-t' to 3'C.pl'ly all the cuotoraerc and COD.atmler3 0-: tbe 

Economic Ga3 Com~any ~d tor ita o~~ uzea 'in operating its ~rti!1c1al 

O~S generating plant, co~ree30r ztation ~n~ 0~,£1cee, not leaa t~~~ 

200~~OO,OOO cubic feet ~er ye~r nor more t~n ~ average o! 3,0007 000 
cubic feet per ~y, but :ot in %=:zz exceee of 7 1/2 per ce~t o~ t~e 

'of deli very io to 00 3:; t~e r."ez -: Gle~e Ter::1::l~ 0'£ t~e ~idwe.y Gc,:3 

CCm:9e.ny' $ :.:;..1n. !t ic t!l.ence to 'be eonvey~~ thro't:.gh tJ:.e Southern 

1:n.LolZ Angelec and. thence through an S-~nch·:c.in, epecially const:ucted 
"oy the',' Souther:l Ca.:'1:'0=13o Ga.a Compa:-tly~ :for t2t :pu..."oee, to LCO:lO:niC G:.e 

Compe..:n.y'l3 pla.:lt in Loe klgelec. The Zconom1c Gas Co::pe.ny~ree£l to 

~a.y to Southern Cali!ornia Gaa Cocpsny !or the use of t~e. ~i~e linee 

conctructed by tae latter compe.ny ouch :pro:port1ol:. ao the Sa.z .convcyed. 

veyed. t~ro'Ugh ta.em. of 12 pe:: cent·;er 3J%Ul'lll:1 o:! t~e cozt o:f' t:!:le con-

struction s.:o.d. i:lst3.l1:l.tion of 3:;:.1c. ;pi~e . lines. T1:.e price.s to be:~'3.id 

tor natu,ral gaB eo delivered 3re t~e ~~e as those zpec1tied in t~e con-

tract be~wecn t:b.c· Souther=. Cz:Lifo::nia. Gao Com:9ar.y a:l~ ~b.e LOil ).:gelee 

Can o.nd Elect::i? COr:Por3.tio!l.~· c.a:ted October 26 .. 191:;, a.n~' 1:erei~bei"o:re 

:referred to. The term of t~e cont:r~ct is to oe until ~ecember l,~932. 
'Onder t::'iz contro,ct .. the Sout~er.l Califcrnie.G~ CO~e.:lY .. in 

~di-:ion to it: l6-1nc~ ~in !:ro~ t~e ~e3t Glendale Te=c1nal to ita 

wor~z in Los ADgelez, ~3 con3truete~ ~ e-inc~ ~in tor ~ distance 

of 2.2,6 milea i"::tClDl ito work5to t~e T.orkz ot the Economic G&.:l Co~~ny 

~~17 .... 001 '. v ,'O~Q.2"". Under thia contl'c..ct, t1:.e Sout::'e:u Cali:f'or:liaG~e CO~a:lY 

Econox::ic G~' COIllpa:lY t=Ot:g~ said =111~: . 



5. J3:r.USry 17, 191:2, - Southe:':l Californ!:;:. Gae CO:n;?3.ny and 

"r.esteo Fuel, Gae and ?o"r.'er Company_. ' 

By this con~r.:.ct~ the Soutlle:::l CU1~ornia. G:'l.S Compeny 

agreea to deliver and the 1'i"ectern Fuel,. Gas a.nd Power Compo.ny to 

buy ~ll the g~3 wh~eh. t~e latter co~any shall distribute 1~ Redondo 

or in the vicinity t~e=eo!. The point of delivery is the point 

~~ere the sellerlc tr~Smi$3ion line intcraects the city li~it3 of . ' 

Redondo, but outai~e of ~~id li~t~. ~he c~3tomer ~ree~ to p~y 

to the zeller in th~ ca.se of :6tural gal) the eu:n or one 'cent !or 

each thousan~ cubic feet dcli~ered pluz the cost to the eeller, 

which ic defined to in.cl'C.e.e> in the C~3e o! na.t'U:'al gae:,. the a.cttJ.C.l 

cost to the co=p3n~ of such g~G ~t the aouthern ter.minal of the Y~d-

w~y Cas CompanyT$ pipe line; p~ua co~t of co~rcc$ion at the com-

~any'e";7orks, it co:::p:c~3ed; plus inte:ezt a.t aix per cell~ 1'er a...'"lr.Ul'%l 

~nd dcprcci~tion at five ~er cent ,erannum on t~t proportion o! ~he 

Company"s line to t::'e Sou~hern C~":'i:rornia. Gaz CO::'1?3.D.y t O g~a ":'orks 

~dt~t ~ro90:tion of the cost o! the tr~cmizc10n line from Gai~ 
i 

com~:::.:c.y' S '7Io=kc to the pOint of delivery~ ·o~aed Oll the :a:t10 tba.tthe 
. .. 

~tu:rs.l g.?.$ sold to the cueto:er ·oe~13 to :;:.ll g~a tre.:l3mi tted 

through aaid. l:1;nes; plusz,n' ::.mount :or t3.Xez e<;::~:u. to the :gel'cent~e 

of gr063 ~ount ~ai~ by t~e cuetome: to t~e aeller, nor.·4.~~·~1~ 

an ~lowance of.5 l/~ of the total cost tor :e~ge. 

Under thio" contr.:.ct the Sout~e:::l Cali!0:rn1c. Gso Company 

bUilt a l2-1nc::' tl:l.in ~ c.1Ilta.:lce of 19.609 :iles :tromitll wor~z to 

Red.ondo wi th ~n 5-1ncb >'oranc'h line to Torrance, ·.:..t ~ total co at of 

~39~217.66. Thia li;e i3 much larger ,than the lines b~l~ to serve 

other ~ointz in t~e vici~ity~ .!or t~e r~oon t~t the Sout~ern 

Cali!or.ni~ G~3 Company expected to deliv~r through it :..l~rge ~o~t 

of gao tor uee un~er the bo11era of t~e Re~on~o pl~t of the P~ci!ic 

Light's,no. ?o\fer COX',Pore.tion. Delivery u:c.der this co::.tra.ct stuted 

O~ .r--~v 7 '9'3 ~i~ce -~~c~ ·.,1me ~_o~·_~i~~ 'out ~~·.,ur'·~ ~ .... O~ ~~~ ~ee~ .... .. """"" J - .... , oJ.... .., ....... - ....::..-- ~ ... '" ~.., .... 

delivered. th:O'UgA t.h1a. 12in.· 
'·32--. ... ' .; .. 
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Tb.e :!oregoing eont'rc.ct:;; all contain provieionz fo::: t:b.e 

d.elive:ry 'oj the So't;.thern C~liforni;;:. Gas CO~s.:l1 o! ~titici;;;.l gaz 

~o no~ oeen ~~o'C.gh-; necesca.:y ~o refer. 
The o~cic principle unde:lying ~l theae contracts :1.6 a 

~~yment by tAe dietrib~ting company of the coat o~ t~e gez ~olive=ed 

~t the Wect Glendzle end. of tAc Mid~y Ga3 Company~·& :me.1n;. pluc . . 
interest anc. 6.e:preci:.-:ion on the z.d.di tional 'investment on the pe:t 

0: Sout:o.e::n Caliiornic. Go.o COIlll'any :c.ccca:J~ry to zerve e:l.Ch local 

diet::ioutinc; cO:ll'any" ;pl~ 1teme for ta.xez e.nd leakege. It ~o'Uld 
in 

be notedt~t/thecontr~ctz wit~ tbc LO$ ~gele3 Gas ~, Electric 

Cor;pore..t1on a.ne. the Economic GllS Company, tl:.e :po!nt of CLe11v-:ry :1.c . 
clcs.rly at~:~ed to 'be at the i':'eot GlendcJ.e -:ertr.ine.l. 

The Com:n1aG10n'c object in t:b.ia inc.'U1ry ia to s,3certa.in the 

tair and. reaoons.ble coot o:! t:'e· z:::.a delivered ::.t the ~e$t ;lenc:i,~:'e 

.' ,Ter.timl. The Cocicsion 12 :::lot ~.a:pooed. c..t ~::e :;=e~ent time .to 

i IJter!ere VTi.th t:l:e contrs.cto in aot::;:: o.c they :i>rovid.e tor in'tereot 
-

s.n6. de;p=eci:l.tio::l on 3.dd.it1cDS!. 1nvectment~ t::.xC3 end lea.k6.ge. ,The 

cont:actc ~e=e ~e at a-~fZ length ~nd rcp:03cnted ~t the ~rtiec 
• 

conzi~e=ed A fair cum to be ;p~id by each local diatribu~ins 'co~~1 

in acidi tion to tllc C03t o!:'tc.e gaG at 1 the ;'iest Glen&.1e Tel'l:ir..3.l~ 
',' 

The. t::.oory of the contractG::'!.:) t~t ee..cc company e:c.oule pall an ~-

de~ ~ ~o~t ,ro:portio~~~ to t~c ~tionsl investment neceszary to 

convey the ga.z to 1 t !ro:l the '!e st Glendale Te:r::ni~.. 'VT'-'..il'e tllis 

~r~go~ent pre~ent6 a 7ery 1~o=~t ~~&tion1n ~he theory ot 

public until'ity rates, t:'e Co:nciooion doeo :lot de~ it ncce3z~ 
" I .:. 

", . ....... 

the.;pre6ent time to dicturb the c0:1tr~ct3 1:1 t~~ :eel'ects h~=ein-

'before ind.i:c.::.ted. In. pe:rmi tt,1::g the contracts to 3ta:lc1, !or t:!:le 
, , , 

preoent,. in thezo'reapeets, ,it muet not bC$.3a.u:ned. t~t tJ:.e.Com.."!:.ia-
. cion nececse.r1ly approveo tl::.e :theory on ":lhic:b. -:hey Core' "oa.seG: or· 

t~e det~il& o!~=riving a,the zmounte to be ~a~~. !t will be euf!i-
cient fo:' t::.c preoent i't.c.uiry to aceertain alld c3tabli0h t~e :~te to 



be po.id for no.tur31 gee de11,"eree. a.t the We~t Glendale !crmnus o! 

the 1r1.l.Cl.wayGa.s'·Compf.l.nY' o. line. ond. to thiz pr<>ble1'll VIC zhall now a.d<1res8 

ourGclves in detail. 

~o eeterminc this catter, it vdll be necez8ar~ now to con-

8i<ier the folloWing· subjects: inVe2~mel:.t~ o):'Jer.s.ting expenses; de-

preeiation, roysltiea, rate 0: return .~~d .the rate. 

7. I~~ST~T. 

p'nc.c:r this head "lie eha.ll e~nsicier the following i tcm.z: 

( c.) Wells. 

("0) Drilling eQ.uipment. 

(c) Gathering lines. 

(el) Tranz~$sion main. 
(e) Co~res8or st~tion. 

(a.) Wells .. 

A return on the Honolulu Comp~y'o invcetment in gas. welle 

is included in the price of 5- cente per thousar..c. cubic teet. which 

the eO::lpany .receives 'tor aJ.l ga.z c.elivered. by it.. M full eredi,t 

will be given tne$e p'a~ents under the Aead or operating expenees, 
.. 
we aaall conSider under the he~ o~ investment for welle only the 

inveetment made on other land:z to serve the tranamiesion main~ 

!h:e CO&t of the welle now complete' has been 8.3 !ollowl3: 

Well No.1 - ~ 20, x. 31 S., R .. 23 E ••.•..••••••.••••••• $62,688.59 ... 
Well No.2 - S 20, T. 3l S., R. 2Z 'E",. ~ ••• _" ••••••• •.•.••• ~ 29,1!59.62 

Well1{o .. l - S 2~.· T. 31 Soo, R. 23 E •••••••••••••••••••• 51,984.7'1 

Drilled by N'orthe:on ExOlora.tion Corc"M.r\Y~ 

Well No.2·- S 26, T. 31 S·. R. 2Z E ....... "' .................. .. 40,645.89 

25,78l.72 Well ~o.Z - $26, l. 31 S •. R. 23 E ........... ~ .... "' ....... . 

Cost uneompl~ted .wells erilled by Northern 

Exploration Co~~any, with~ount c2tima~ed ~o· Com-

ple~e them, ~$ given by Superi:tendent R. H. 



EXl?ended. :E:ctima:ted i ':'ote.l. 
to co:ro:!.ete -

Well No.4- - 3.26, t·3l s, R.23 E. 13,793·77 :;2;ooo:oo-~ 45,793·77 
Well No.1 S.22, '!'·31 s, R.23 i:" .... 34,50S.GG 20,000.00 54,5OS.gg 

Well No,.) ... , .. S.22', 't·3~ s, Roo23 E.' 27,665.69 lO,OOO~OO 37,665~~9, 

Well No.1 ,.. '6 - ~.- , T·32 s, ~ :24. 'C" A. :.t ..... 19 JO S22.11 11,000.00' 20 ,g22.11, 

, . 

Grand total, 379,O51.0l;. 

The ~ellG drilled by the AC30cia.ted Oil C~%CpC.::lj" were taken 

ovor ~ythe Southern Cali!o~ia Gas Company as ~~ovided in tAe CC::l-' 

tr~ct between the Sout~e~ ?aci!io Companie~ ~d the Southern Cal1~or-
ni3. G~c Com:pa.ny d.':;.ted M~chl, 1912. their coot 1a in excees o! 
their real coct ~c gas wello !o: the re~ao~ t~t the Associated Oil 

Company wanta oil and'uotgc.e :l:ld. t:.:.t c.!te~ l'e:.ching ga.&!'U.%"ther 

large ex,endituree ":7ere made i:o. an e!!ort to convert ,the go,e. v:el1" 

into ,sn oil well. The costpriee of the two ~ellc hitherto co=ple~od 

Tbe t~ee wells Cril~ed by the 

Ausociated Oil C~mPa.ny J:la.ve never 'beer.. :!=a::m upon~ and t'b.e -:r.o d:illed '. 
, ' 

"oy the NorthernZxplorat10n Company ~e used only inca.ze o! fa.ilt:rc 
.. 

of the Eonolt:l". COr:1:9a.:c.y to deli ve:r the entire =o'Cnt of g$.c: needed 

, , ' 

,,,"' There ic concider~ole doUbt ~e to T.hat ~ol'tion of the ~- . 

co~leted ~el1a being d=i11ed 01 the ~crt~ern Zxploration Co~an1 
'. 

$ho~d be . in61-,,;ded. ~13 inve3tmont' in t~is ,=occed.1::.g. ,J..D.1 one of -:7:lel't 
m~y come i::' a.z, a:), oil "l:'ell any (!..z.y, 1: ~!:.ic:C event i tc .,cont coul~ :::.ot 

be couaidered i~ this inquiry. O~y recently Well No. 2~ on 

S ti ~2"" '%l C! '~ 2'" "" -'1....0\. • i ........ b ""h "W"'o--"''l-Ie-ec on.:;. /I . .).. ~ ..,.,. ,rh ;; ___ , , ....... c.c 7.'e.C oe ns. cO ... eloi. y .. e,.l.~ ..... - ...... 

Explor~tion Comp~ny tor g~e ~e in ~c ~ big flowing oil well. Of 
I 

the tour u:::.c~mpleted ";';'ell:::, two silo".": j:ndice.t1on0 ot Oil, one loo~c 

like ~ S~D ~ell, ~d ,tao !o~th is eU$~ended~ni ~ay oe 
., .~l 

a ::'08S. By 

ello~i~ the'prenent ~~ eetimated fut~re cczt of/t~eee ,,-

-"" " 

~5 



,. 

the COm=lie.e.ion will be :ore than liber.::.l in i ~e e$~ima:te. 

to cOD:plc'te all t21coe welle, amounting to .:. total o'! $379 .. 051.04. 

~~ ~h~ll conc~de= such coct ~~er the nead.o'! 'ope~~ting e~enee3. 

(0) D:::i::li?3 .!!.9..'t=.ipr.en~. 

!n !ldclition to the i!lveetme::lt in wells, there zJ:ot:ld"o<: ! 

incl~ded in the investment the eri::'ling e~~p~ent neceo~ to 00:-

-:i:.ue ctrilling o:pe:ations top;oov1d.e tor e. sUpply o! gao in the . 

tuture. Aa rep=e3enti~ o.':eazonz.ble ir.vc3t:ent, we deo.ire 'to, dra-r. 

.?tterr~ion to the !'olf,OW1:og invest::lent :0:: this :pu..-poee c:l3.i~e6. by 

the No:thc=n Explo=~t1on Co~any, wLic~ is now =uDni::l3 !iveo~=1~g3 
ot too::'o: . 

Drilli~ tools 
Ec:ui:p:nent 
1iele. lines (ga.s a::.d. ,:,:,ate=) 
Building3 , 
Fieldir.s t:rtU':lenta 
Automooile", 
'~~te=i31$ z.nd.zUl'plies 
vi":7ice fu.~i ture and. fixttJ.::ea 
COmisos.ry 
~nerc1 field i~or.mation 
~esal, eA-:penaes .l.nburance, , 

Tote.l, 

]0:: the 1'u-"":Poae of tbi c i:lveatisationJI we shco.ll :zUlow an 
'i. 

inve3ttlent of $70~OOO :;"0 ~:'e to cover 'all ~~ecesco.rj .~iele. d.evelop-

ee:c.t ec;,uipment. 

(c) Gatberin~ linea. 

c.ccou::.te z~o~s that Southe:rn C:;I.lifo!":"J.::. GaG Company iDveated i:o. 

ga.the:ri'lg li:o.e3 to cO:lvey ~13' tro:t t~e .".elle to the Taft Te~::l:l.l to 

Sel'temce= 30, lSl':;, the au: of C67,;;.7.c6. Tllie ::.mO't:llt T.ill 'be 
~lowed.. 

It appes.r:. -:hat t:'e Sout?i.e::n Cal1!"o::r.i:l. :;~C Com:pany ia ~oo 

co~te~plating t~e conotruction of ~dditional gatbe=ing lines i~ the 
., . 
. ' 
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~~eld ~nd the conz~=uct1on o~ a second t=~emieoion ~1n connecti~ 

the compressor zt~tion into the p=caent ~=anz:!3&ion main tor the 
! 

these .. ga.thering lineB is $61~597.691 a.nc. :for the transmiaa10n :::e:1n 

None o:t theee·expendittu:'e~ bave ac yet bee:o. ir.currec.. 

Tlle a.rgumen:t in cuppo:t o'! .ouch e~eD.:!i tue is t~t the eo~e.ny 
~oeo not ~eGire to mix hiZh p=ea3ure gac w1t~ lor. ~reocure g~ for 

v' 

ti:.e reaaon tr.e:~ it 'Notllc. r0z'W. t in ir.ju:ry to e1 ther the h1ghpres~ure 

or the low preazure wells in tbe field ~d t~t s~cha course would 

save the operating expenees ::or cO::lprcaeiotl for.:pa.rt o!tAe, gaze 

On t2:.eother o::-.:rc" the Eonol-u:Lu Co~any ha.$ cont:r~ted 

to deliver l5~OOO~~OO cub1c :feet of ga~ during the first year l 

20~OOO~OOOcuoic teet dur1ngtAe zecon~ year and :ore there~ter 

450 l'o'tmds. to the square inch. " T~e Ronolulu Company ic ::lOr. deli 7e!"-
" 

ing g~ to the ~rcze~t ca.,acity oi. t~e tr~emioc10n ~in and Will 
~oon ce cal:'c.! u~c:J. to <ic11ver 20",COO~OOO cubic :ee~ pc::- d:::.y, -::hich 

will be at :'e:'13t the ca.:pe..e1ty ot the preaent 2i:c. w~ell the gaakets 

have "been =e:pl~ced. ~o =.s -:0 13-:;01' the preaent cer10us :'oco !rom "olow-

tee-:if'ie~ t1:z.t :0.10 COll:ipa.:lY intenc.edto live 'Up fu:..ly to ita contre.cts 

and. "r.'e a.re co:c.vi.!:cee. t:oz.t the co::pa.ny \'7111 do ao 1:e it ceJi. 

1ng on ita ~'bility to dose., V:t:L wo~d. 6.:rao: :::.ttention to the fact t:bz.t 

the Sout=ern Cali!orni~ G~e Co~p~yte !~lneeda are no~ being ~~11ed 

to the fact t~t the~reeaure~t .the Tait Ter,ci~ ~e grad~ly 1:0.-

.cre$.3ed !rom an :::.vera.ge ot 151 :pO'lm~ 0:1 June l, 1"91) to z.n ~vo:-age 

'ot2lT6 PO'l.m<iG 0:1 Septec"oe: 30 1 1913. :n.other "l":'ordc l , thecontra.ot 

i~ not between high pre3Z1l:"O welle :::.:ld low:precaure' "r.'ells, . but bet"1:'ec-n ~ 
, , ~ve=age " 

" high :pre 33 uro. v;el12 . a:ld. cthe::1'lella ":711o.lel,,::eoGure i3 cOllside:-~::'1 

o.oove the low l're£Hl"U:'e 'U:l.i ta of tbe co:::;s>recaor plant ~r..a.!.:teT.e do not 

deoire to be :;>lacod in the p¢t3i ~io:.o'!: ~ivi31:lgthe Sout.hern Cal1fo=ni~ 
·~7,· .... >. J1 ... 

- -J'.'-' . 43 



Gao Compar.y T.hether 0: no-: it zho'Uld. incur tAie =.ddi tional expendi-
ture of almoot $lOO,OOO~ ~~ are convinced t~t it would not be 

rea30nable at the ~reoe~tt~e to include theze ~oeGible expenditu:en 

~a.~ ~art of tae 1nvest=ent in thi3 proceeding. TAO expend1turea 

have ~ot been made, cn~ there would zeem to be conziderable doubt 

a.s to· the r.iado:'!l of incurring -:~em,. oS:: leaat ~o:r: aome time to' co:ne. 

(d) Trano~iz3!on ~in~ 

As hereinbefore 2tated, t~e t:r:~s~sGion main ~o carry 

t!l.e sao from Taft· Te:mi:lal to t:he West GlenQ.ale Terminal conaiats·· 

of lll.l mileaof 12 3/4-inch out~ide dia:eter 31 ,ound lap welded 
• • .. , I , • 

oteel ~i~e, connected 01 :e~ of Breaser co~~linga. 

Thio :lain wa.a con3trueted by t~e ndwa.y Ge..s Comp~y, 

whose records show accurately ~d in detail t~e entire e~enditure . .. . 

tJlel'eo:c.. 

'l'he entire 

co~t of t::'e ma.iu az oiAugu3t 31, 191;, a.e 13hov:n oy tb.e MidWa.y 

G~. Compan1f~ boo~e~ 10 ~a follows: 

, 

.,' .~~ 
.. It ... ' . 

. -
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Franchises $ 
. R1eht~ 0:2' 7l!.J,Y 
Tre..n:zm.iss1on ~1nS 

'. 
SUrveys'· 11,827.66 
Road$~dBr1dgee . 78,809.91 
Ront'Storsgc·Yo.rds 487.00 
Loca.l GcllOtre.l Group 68·,353 .. 35 
:a:ome: OUiee GroU'p' 25,079.23 
~reneh~ 81,587.86 
Pipe' ~.o.:o. !.Ull 308,792.20 
?1p¢ Coc~1:Jg 18,.283.48 
Freight· '. 18S ,.803.71 

" Valves 11,556·.66 
SorviccConnoetions 1,458.~5 
Couplings " 57,.514:.42 
21po~S~ors.ge :. and. Loa.dS.ns 12,. 559 .75 
Ae:a.l1Dg ,~1po 97 ,690.85 
La.yillg ?ip¢ 4O,821.5l 
Tosting' 13,143.64 

. Subsid,1S.ry COlmeet1011S . 8.156-.85 
~afi';'~-'L'and:s:¢a"o'~'~--" -_ .... _._._.-. -Z':-SSo .sa 

" . ~. - , Engineering Fees 22,500.00 
Le·s,' Ango1~:: Otfieo Expenso l .. 091.70 
Interest e.nd.:Diseount 74.12 
Au:d.11ary Opr.,!ee..tures lO,893.22 
Employment· Agene:r 3,."59.70 
~e st,· (Mise ~ , Aceotult), . 17 ,. 921.42 
Aut.omob11e· Equ1pI:l.exit 3l',,621':83 
Toolc·:snd'Equ1:pme:c.t· 35,852.31' 
:Soe.r~Ro:czoEq'!lipme:o.t l3,244.22 . 
:S:oSp1tcJ., Zqu.1l':QCnt . 251.78 
Stsble'Equ1:pment·· , 5701S~42 
J. G.?T1l1tO,., Sundry Expense 3,.310.27 
Insure.nee 4,.959.71 
Pr1eo·,71a.t·orhouce and. Co. 2,500.00 
1'$0:1,:"011' 2, 707 ~53 
~zeolla:c.oouz 1~060.S2 
Po:trol' :S:OUSO$. , 
~o::"Tlliw :Stit1onz s.nd ROUSes 
Motors;:>snd: ~egl%;le:t¢r$ 
To1epboll~ ,Lines' . 
S:peeinl;.'~o'l:Xld.o:tions 
Auto"~ui~mont . 

,-":I, '" 
Tools: e.nd..Zqu1:pment , 

, Gonor£Ll' Eq::d.pmo:Q:ti 
:Bosrd!ng'Rouse EquiJtI:l.ont 
Sttlb!e ';'Equ1p~nt, . 
Water .. ~inS", , " 
EJ:l.ginee:r::1ng:' Eq, 'C1p::wnt . 
GenerSl,Ot:f:tec' Equipmont 
:togal,Expc:::zo dur1ng Conct. 
Taxe:z· Dnritlg 'Conztra.etion 

. Intero~t ':D'cr1:cg Const. 
, Mitteoll$.lleous:. I .' 

, ''''r .", 

.:enOl" ~ 
Apr.2S,191Z 
~ ." 

39~151.09 
·1,.l94,260.06 

19,.327.60' 
53,.6l6.15, 
10·,. 359.404 
33,184.6l 
28,.084.97 

, 11.,.125.00 
4.438.00 

1~169·.34 
1 11 051.59 

l5,958:.97 
605.SO. 
3lZ.SS 

5,.640.00 
64l.06 

82,,142.00 
. S,9"SZ,.2S 

. ) .. ,~, .... , ..... 

S~eec.to· 
Apr'~ 28 tl.3 

$200.00 $ ,\, 200.00· 
.39,l51.09' 

706.06 l.194,.966.72 

400.54 
e7~.9S. 

92.66 

10l5.69' 
36.00 
l2.32· .. 

242.87: --9.45 -
~. ' .. -, 

19,.'128.14 
62,,365.23 
10',452.10 
33,,,le4~Sl 
28,,084.97 
11,.125.00 

5,453.69' 
r.r.600··· v '. 

1,.l.S1~66. ' 
l,294;"46' . 

15,.958.97 . 
605.80 
3ZZ:.zo' 

5,.640.00 
, 641.06 

8Z,JA2'.OO 
S%962~2S 



To thia tot~l ohould bo ~ddod tbe !olloWi~ 1teme: 

Conct=uetion wor~ 1n prog=esc 
Legal: expenoeu 
Ineo~orat1on teea 
:Miecella.neo'llS 

• Grand total,. 

$ 

Vii-:'h reference to pro::otio::l expenses, it appea=a tbat cc.:;ita.l 

atoc~ of the :~e value of $2,997,500 v:~o issued to J'o~ Uaxti:l in 

exchange for hie triO contr~ctB .with the ~onolulu Co~a~y ~d ~thout 

the :p.:l.ytlent of 
I 

a:ny c:1.ch. Az "1,'111 hel'ei~ter sppe3.X',. t~e Southcm , ., ""'e· 
,loI\., ... ' ..... , 

Co~~y C~ prod~ce gao for ~t le~gt aa:low aa/5,cents Calitorni~ Cae 
I 

~er tho~and euoic !eet w~ch it'pays to tho Eonol~u Co=~anyunder 
, 

3.:l.id contracts. Th11e ~tin :;:.nd. hia' c.ocoei~teo U3cdil)ortiollB of 

tbio ~tock to aid in the aale ot the bO::lds, 

~oldbonds of the !sce ~~ue of~500,000 st 

; . 

paid., to:' . them o.nd. t:ce:t he reta1na c.bout 7dj, of t!'.c ~tocJ:. ''l"".ne .. oth.er 

pro:lotere also retain large port1o=a o! the ctoc~ !or ~hich thej gave 
, I 

Xlothi:o.g. I=. vieT.. of the fc.ct that the rate 'o! re,,-;::;rn herei=. o..11o'W'ed 
. \1. !". ' 

T.111 "oe larger the.n the interest, l'a.ici 0:0. the· mo:l.eY' ·'bor::owo6. to :build 

the ple.nt ;plue the a:lO'l.m~ nee.ez'::S~ryto amortize 'tb.e dil3co1lC."t on,; tie 
, 

bo~dB, 00 that there will be a ~gi~ for dividendc. 0: the ztock or 

for 1ncX'caoing the vaJ:ue io'! the ;plant, v:ebe:'ievc t.4t 'the ;pro:otera 
• 

~ve a.::.l'cady 'been compcnz.:.ted in tht!l or.nerch!p 0:( .~::.c stock for pro-

::otion aervicee a:.d that ,no a.dC! tio~a::. o:::.ountneed be. a.dded to in-:-eet-

rnent ~der this he~. 

We c~ll ~ccc:r:dingl1 a.llo·H es 1nveoti:tent ,tor tl'~sm1f:l3io::. 

~n s.nde.ppurtene.ncee the e'i: o! $1,519#963.0;. 

(0) Com?re0ocr~~tio~. 

':~e Southern C~ifo:rnio. Gz..c CoIt!'...a::.:r ia now cOLat:r:uct1:og ne=.= 

eta-tio::. fo:: the ;t>u...voae .oiinereaail:g the preee.t:.re ot the gas to 

4?c poun~c to tAC ~~~=e 1~c~. The p:ese~t i~ctell~t1o: 1s to co:zict 

-. 
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of three Cooper-E~ll two-z~~e cc:,rez30r unite o~ 1000 E.P. e~h. 

T~e r~~ed e~v~i~y o~ each ~it is lS~OCO~OOO c~oie, feet pe:d~y o! 
.', i 
'.,~, ,J' 

co~ti~uoua o~er~tio~. One unit io to t~e the gaG-at a ~reaa~e of 

45 ~o~do an~ to de~iver it at 14; ~~~~. ~d the other two ~e to 

t~e it ~t Or ~;y~x Above :45 po~da ~~ to deliver it into the'li~e 

to Octo~er l~ 1913~ were =~re$ente~ by the Southern Cali!ornia G~a I 

Cozz:pw,y to oe $45 ~ 996.so ~ci t,Jie, est1:mz.ted total expend! t't:.l'e for the 
, . 

inctallation of the three unita no~ be1~g built io ~61~59).10. 

1 t w.1'll co~t the Gin 0:;: $60 .. 000.. mz.king' the total cO:plete tor the 

tour ~itn $521~593.10. 

In view 0-:: the !ionolulu COt!P~7f z cont:r:z:.ct to deliver du:i:lg 

thio e:c.cuing ye:.::' 20,000,000 c'C.'Oic' feet of g.;:.c per d::J.y .:x.c1, c1u.-ing the' 

next yes:: 25,000,000 cubic, feet - s..n 201;::O.t clearly in :exceoo,of the 

, co.pac~\ ty 0-: the l=lrezent :3i:lglc tr.:.nz::iacion mz.1n - anc:.of tl::.e 

, Hono!Ulu Co~~nyTc o.p~arent ability to :ake goo~~ co~c1de:~ble dou~~ 

~c ~r1~en i: our mindz ~ to w~e~her ~c co~d re~oonaoly ~t the p:e-

sent timeti. tJ:::. 0:011 o=.e ~:t'a.:l2mias:ion ~in a.llo"r.' =y ;portion ot t=:e 

, llece3~a::y ·tcco::prec:;the ga.a c.e11 ve::eo. by the Eonol'Ulu Comjto.ny a:d 

to c:!la:ge the co·at :!.g~n0t tba.t co:tpa.ny" t~e c:b.:-- .... ge eo ma.e.e· T,o'Cld 

. a~:pea.r ~a a d.eduCtion· f:::oft t:'e 5 ce::.to l>e: tho'tW~d cubic 'teet, o! 

gc.o noo:; ?'lid to tlle RO:o~:cl'l.l Cox:pa.~y 2d. would thu: ·oeo tc.ken care o! 

in 0~c:t'~t1~ expenees. 
U::. A..' C ~ Balch toctified. that the :plc..."lt 7.'s,z -acing CO::l.ctructed 

case' the Honolulu Co~p~y 2:hOul..i fail' to carry cut i ts co:c.t:~t 3:lQ. 

in case it <;rero i'oUl:d i~oa3icle tb.e~ to do":elop and. :lZ.inUl.i~ e~o-ugl:. 

high :preezure Toelle to $~~~ly the needz of Loa Angeles County. Such 

evid.ence ~o there ie' in thiz.proceedi:eg tendc :;t::-onsly to ahow tl:.a.t 



, .' 

Dei t:'er of t1lese con ~ingel'lciez wi:'l occur ~ 7.:.110 ~c ~ ~e . '!1 .... e.11y 

co~ciUded~ i~ order to be ~~oolutely !~r to the men w~o ~re 
, 

t!~c:i.ng tllis e:l-:crp=iae~ to 1nclud.e :::1e' .1't=~1n:1nve.~t%:1eI:::, 'NO 

cbc.ll :lot allow the $60>000 \':'h~.ch 1z the eet1mc.:~ec. amo':.JJ:.t to construct 

tJ:e .zcccnd. low zts.ge "t::C.i t which it 1c not now pl.3J:.l'leG. to construct. 

e(i tor t!lc re~zon taat tJ:.1c Gtase o:uy eo~reaBes g0.2 !rcm lr5 p02.<!z 

to 145 pound.c, -;-:h11e the :preesure of the ga.~ 'being d.eli vered by the 

Eo::.olul'tJ,Co:n:';$.I:.:r hac ~tta1ned an :;:.ver:lge oi 246 I'o"W.:C.ciz ::"''''ld ie 3teee.ily 

advanc1ng. In other words .. there ic abeolutely::.o need tor a:r.Y,low 
, otage unit now ~~ no =e:;:.eo~ble proa,ect tor ite need,during t~e 

next !ew,ye~=a. While we hsve been ~ble to ~acertain the p=opor~10~ 

of the coat of the cO%tprc330r w~ic:c. 12 f3.irly chargea"ole to the low . 

atc.ge'Wlit now. beiIlg CO'~.:lotrt,;cted, it nll ·oe co~!.a.er::.'bly in excee& 

ot the $60,000 ~it tor which apace ~~G been provided in the plant 

a.a n~w "oei:lg 'built. By cuotraeting o~y $60~OCO !rom 'the ect1:natecl 
" 

... ' 

if. :..t .all, on the aiC;e of li'betr3.lity. r.e shall .:.llov: $40l~597~'io tor 

this item ao inveet:.ent. 

The total invecstment ~;o be allowed, on r.hich a. rea.eon:l.ble=e-
. . 

turn 3~ould be e~-ned, 1z accor~1ngly ac tollowe: 

!t~ ?:-ezcnt Rec.;,ui:red Tota.l. - -
Wel13 ~co=:pleted~ $210~260.59 $ $210~260.5S' 
'tell",: ~d.rilling .' 95#-79C.~ 73.,000.00 16t,790:.45 
D=111ing~ e~u1pment b.3,9S2.20 o,017·g0 ~O,ooo.oo" 
Ga.the:c:1nglin~a 67,3]7.06 7,3g7.06 
Tr~mi~Gion ~in 1,5l9.,.903·03 1,51~f9 3·03· 
COnl!=,ressorzt~t10::.C.eztimate , Subtre.et 

to completethc$e u"'"li tc) 1.;.61 ~.5j.3. .10 60 1.0 . .09 •• 9.9. 40- 5°.1"0 ... ~ • .1. . 
~ 

Total, $2 .. 41t, 926.2;.3 19,017.to ,1"2 "37' 6~ 2j , <if,'" ~;7 • .. 



e.. 01?~ATI~G :Exp:p:~rSES. 

As hereinbefore stated, tAC wells ~:ille4 an~ now 

being drilled ~or gas other t~~ those of the Aonolulu Cem,~y~ 

will 'be considered. .a.s :part of the inveatmen~, out tile co,at of 

zuch wel18 ~z muat here~ter be ~illea Will be c~ge4 to 

operating expenses. 

Ae n ~atter o~ theory it would be possible either to 

co·noid.er the coat of t:tlce.e welle 0.8 a ,art of capitllJ. account, 

chuging ot! each ye~ the proper :;Qo'l:.nt for opera.tion,' m:'l.in-

tencnce 1lnc' depreciation, or to 'a.ocerta.in the coet of pro-

ducins the gas rmd simply to charge ~m.:a: amount to operating 

expenoc&, as has been done -..71 til. the ga.o ,;~eeured frotl the 

:a:onolulu Compnny. In view of the to.ct that tllc life of i.tile 

wells is cO!:lpara.ti ""rely short ant:. tha.t the"J wi 11 in part, be 

co~~letely worn out prior to the expiration o! the ten ~e3::' 

period herein referred to and of the difficulty or estimating 

the exact num"oer or wellS ncceesa:ry to be drilled. during said 

!)erioa., a.nd. of tile presence in the reco:d. of su!ticient evidence 

on wAich to reach a conclusion under the oeeo~d method~ we 

have dec1dedtoa3certain t~e coet per tho~3and cubiC teet 

of producing additional S~S and to allow th~t ~Unt az oper-

at1ng expenses. The net result under either theory would be 

praetically the $ame. 

The' !i:et ~tem to be eonzidered under this head is 
i 

the eo.stof 4eveloping additional gae, eonoizt1ng of the 

coat of drilling the wells 3nd the cost of tAe· gathering 

lines. 



The evi~ence 3hoW3 t~t the ~ver~e cost of drilling 

the three gas welle whiCh were drilled by the Azz~ciated 

Oil Compa.:ay ;;:nCo turned over to the Southern C3.l.i~ornia Ga.:3: 
I 

Com,~y wa3 $4?,944.3Z. ~~e3e ~ellB, as hereinbefore 

,ointedout, were unu3~ally expenz1ve. T~e ~verage cost ot 

these three welle ~lue tAe two d:i11ed by the Northern 

Exploration Company was $42,052.12. r.n1 ~vidence shows , 

that the aver~sc cost or drilling the succeez!ul g43 ~el18 

of the Hono1ul"J. Company WOl.S $34,092.00. Az~umi:o.g one 

failure to two 3uccees1"ul gas wel13, wh.ich assum,tion is 

established by t~e evi«enc~, the average cost of a eucCe&8-

1"ul gas well, mal'J.ng due allowance for failures, wou.ldb,e 

$51,138.00. ~y adding 3n average cozt of $~,OOO.OOfor 
. 

gs.tllering lines, a,S 3.zsumed by Pordo, :Bacon and. ?a.V13, we 

secure 0. total of $54,138.00, which we shall consider to 

be the co:t of an average 8ucceszful ga5 well in ~i3!ie1d, 

with the nececea.."":{ gatAeX"1ng linee. 

We zhsll now direct our ~ttention to the average , 

lif~ of. t~e3e'wellaand tAe ~ve:ase eotimated daily: out-

:put. hom Sl. study o:f': the history of all ~he gas wells in 

this field, beginning with the carlieet Standard 011 

Co~~nny well, ~o. 1 on Section 26, ~ownehi~ 31 Sout~, 

Range 23 Etl.st, "1'.ci ch W3.5 cO:l:s>leted. on Octo ·cer 11, 1909, u, 

totAe preeent time, including tbree welle' of the AZ-

e~ci~ted Oil Co~nny. fou:teen o~ the Standard Oil Com-

'My, two or the Nortllc::'n Exz>loration Co:npanynnd »even 

of the Aono1ulu Company, bearing ~ mind the performance 

oZ tAe wel13 bored, the initial open flow volume ~d rock 

:preeeure and the :ub$equen~ reductione "both in vc>lume an~ 



pressure, we hsve reached the concluc1on that it is reasonablo to 

~tsume an everage life of ~ive ye~rs per well with an est~to~ 

dai17 output durine s~1d pGriod of 2,000,000 eubic feet. We' 

~ccordi~glyr~ve the, !ollow~e table shoWine ~he cost of ~1nta1n-
ing a gas su~~ly, as an operating exponse: 

Est:tmated co'st o~ eacb:proo.uciilg well ........ ~ ..... $54,138.00 

Estil'1l3ted da.ily output for 5 yea!s ........... ~,2,OOO,000 cu. ft. 

Estimatod total O'llt:put ................................. 'S,650,000 M., cu.:f't 
Cost :por M .. cu. ft of gss:~'~elivera'ble 

into line' 

It zhould bo noted in this connection thetin the contract W1t~ 
the .. E:onol'l:.lu Compru:.y' 3:ld the Southor:l. ?::.eit1c Co~s:l1C$ the parties 

apparently assumod e cost of 2¥ per thouse~d cubie feet tor pro-

ducing tho ens and 3¢ for rent~l of the lend and. th~ value of the 

gas itself. As hereinbefore shown, the cost of dovolol'~e t:i:l& g.e.:: 
be 

will'~robablY/les$ ~hnn ~hat aszumed in theso eontr~et3. 

~~ folloWing table re~resents what we consider to bo 

fei= annual operating e~en8es in ~ddi~ion to t~e eost o~ dev~lo~1ng 
the. supply: 

Item -
Gas wolls 

Drilline e~ui~ment 
Gs.thering 11.:::'0& 
Coo:pr0S$Or :plant 

La.bor 

O?~?~TION 

::-; 7,581 .. 02 

Supplies ' 2 .. 000 .. 0014,.060.00 

~ran3mi$sion System: 

~otal 

45,598.89 

70,005.'76 

Gonore.l Expenso ' 

$ .3,790.51 

700 .. 00 
1,346.74 

11,O~.Sl 

15,,199.63 

32,080.69 

Gre.nd Total 

, ' 

TOT.:..:t 

$11.371.53 
700.00 

4,7lZ;..S9 

25,.103.81 

60,798.52 

102,687.45 , 

18,214.25, , 

l20 , 90l,. 70: 
There is no evid~'nce bearing on the fl'C.ostion o'! the 

opereting and maintenance e~nses, a~plioable to ~clls. ue have 

a.llowed. Z%' o.'! their oost jbr operating fUld 1% 'for l'll1linten.o.nee, wAich 

allowance ~e believe ~o be ample. Eoferring to -drilling e~u1pment, 

/!--.:, '0(1, 



the opercting exp~se end a grester portion of ourrent repe1rs 

arc necessarily included in the cost of mainta1n!ng a gas supply. 

Eowever~ we Aave addcd 1% of t~~ total value ~or maintenance an-

nually. Z,c,e che.rge for 3Cothering lines is 5% tor operation s.nd. z% . . 

for maintencnce. The operating e~en$e$ tor the comprossor plant 

have been calculatod on the basis o~ one superintendent 9 t~ee 

engineors, throo aSSistants and ~o helpers. ~he ~intonanee ox-

ponsos a.re two or three timos as ::luch $os "tiAey would. il$.ve been hs.d. 
• -I ' 

transmission :ne.in we have estin:.s:tod. e.n annual op'3:rating exponse; of 

3% of tletrensmission investment for opcr~tion and 1% for mainte-

nance •. ~is est1:nate is slightly in oxeeseo~ tho expenses shown 

by the report tor en ac~ual operation o~ ~h1s main during ~our 

mont:b.s, as !,repa.rod 'by the Co::c.1ss1on va depa.rtment of statisties 
and aocounts froo the sct~l records. 

To these operating eXl'cnses will be li~dded taxos, a.m01l:l.t-

ing to 4.6% o~ the gross revenue, as provided ~y Cha~tor 6 of the 
Laws of 19l3. An s.llo-:1c.,.'"lec o'! l3.3% of the gs.s roeei ved, Will also 
be .:na.d.e for •. 1oezGs, estimeted asfollo'Ws: 

CO:lp::"ossor S.ts tion 

'Fuel • •.••••••• ., ••••• _ ..• 2.74% 

Y~se ••••••••••••••••• _ •• • 16 2.~p -
!::ranstl1ss10n 11n() ..................... 10. % 
Not classified •••••••••••••••••••••••• 

J.3.S;~ . 

9.. DEPRECIATIOl' .. 

~e allowanee here ~de ~der the head o~ ~e:pree14tion 

is not ~he allowanee uz~lly ~sdo ~O::" detorioretion ot the physical 

~roperty due to use, ege, obeole=eence or inadoquac~. thesllow-

anee, here made. is much larger than would. be nec:eszery for these 

purposes. As hereinbefore sta.ted, vIe have assumed a minim'O.m life 

o~ ten years for the f1e~~ ave1~b~e to Sout~ern Cal1forni~ Gas 

Company. ~:O.e actual lite of most of the physieE.IJ. elcmonts of the .. 
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'plant ~ll undoubtedly be in excess of ~en y~nre. Under tDe 

~eading of de~reeiation. W~ shall n~ alloT. s sufiie1ent ~ount 

~or each item such ~hnt if depo~ito~ at onl~ 4% co~ound 1nterest 

it will at tho ond often ~ears retire ~he entire pr!nei~al ~es$ 
the eatimated $alv~ge a~ the end of said period. In othor words, 

entire ca~ital invested, within only ten y~srs. less the $~lvaoe. 

If tho fiold lasts, longor thsn ~en years. as 1$ probable, 1t;1e 

o~vious that ,s further a~justment in the rate must horea~ter be 

made. For tAe ~resent, we believe that we are entiroly tair tO',tho 

promoters of this e~ter,rise b~ providing for the return of tho e~- ' 

tire investment ~ ton YO$rs ~ sdd1tion to allo~ing a reasonable 

return on the in'~est::ent in -:he meantime. If the field lasts 
longer than ~en years, the owner= o~ this enterprise will t~crG

after ~e very lsrge profits wAieh it might be fair the~ to share 

with the public on zome basis heree!ter to be determined. 

~he following ~able shows the ~p!tal invested, the 

est~ted salvago and the eo-called do~rec1ation annU1~ tor eaeh 
of the items which e~ter into the inves~ent: 
ITa! -
Wolls 

Dr111~g o~ui~ment 

Gatheri:lg lines 

Com,rossor station 

Transmiesion line 

Int~e1'ble 

CAP! TAL 

$ 379,051.04 

70,000.00, 

67~3Z7~06 

401,,59Z.10 

1.518,876.58 

1.086.45 

2,437,944.2.3 

I 

SALVZC;~ .. 
.... "'----
17.500.00 

13,467."'1 

200,796.55 

29Z.649.47. 

~ 31,.587.59 
, 

4,375.00 

,.,4.489.14 

16,733.05 

l02,l02~2& 

_____ 9,;:.0 ~ 

159 ~377.58 ' 

In the foregoing ta.ble, the depreciation rulnU1ty 1n each 

Ca.se 1$ 8 1/3% ot the prillCipa.l less salvag('. 'No salv3.8e is a!lowed 
, I 

on the wells. .A salvage value o'! 25~~ :i.:la.e 'been 6sti:na.tod :!or drill...: 

ine; eQ,uil'ID,ent and 20% :!or the gst:c.oring lines,. • :Due, to its "L:ilcioubted 
'.,~lleh m'ight ' 

value in connection with an artificial gas l'lant /. 'j 'bo ect3.bl1sJ:.ed: 

ill the ;r.idwa~ ~'io1d -rn:en the ll.«.l.-:tu:e.l gas· Ass becotle parti:llly or 

entirely exhaustod, we have allowed a salvsge of 50% for t~e co~-



preoeor. For the trensm1sSion main, ~o have ~llowea the salvage 
, which io :'eo3 ~'h$..." t"'c :¢c.mo'u:r~ , ' 

of 19 l/35'~,pstims.ted ·oy lJ!r • • 7. ~ • .oa:rett, eo:::.cult1ng enginoer ana 
o.ssiztsnt ge%:.oral mc.na.ger of Southo:-n ~8.11!Or:l.1Q. Gas CO.tnpOJlY,. in 

hie test1'Clony on the hearing in J..1'J?11cat1on :;0. 202 before t:ilia 

Com:nse10n. 
~:ae total annual charge allowed for depreciation 

annuity is $159~377.58. 

10. ROY1I.!.TIES .. 

We shall now refer again to the two contra.ets ()nt~red. 

into ,on !~ch 1, 1912 between tl:.o Sout:c.e:rn Pacific Com:pllnies 0:0. 

tho one hand. and t::o.e Southern Ca.lifornia. Cas Coml'3.nY aud a.:f'~111s.-:ed. 

~a.rt103 on tAe other. ~he first o~ theee contr.t,l.ct:z, called tho 
I 

wExplor~tion Aeroeme~t"t, ~ effect givez t~e' Southern Ca11to=nis 

G:lS Company the exclusive right to entor ul'on the land3 of the 

Souther%:. Pa.cific Companies for twenty years end to' drill for ~s. 

wells on this' lDnd. all gaz wells drilled. on :tdjscent land::: :'S!l.d. to 

keep two strinz::: o'! tool$ constsnt:L:r :,a.t' work Ol':. the le.nd '.~" 

of tho AsSOCiated. 01lCo!':ll'SllY. 1:0.0 contract conta.1::l.e reci~:roe:l.l 

~rO~eion$ for the turning over at coet, to the Gas Compenyo~ eas 
wells drilled. 'by a South~rn l>c.cific Coml'e.ny and, of oil, wells 

I 

drilled 'by the Ga.e COI:llle.tI.Y to the Southern Pacific COI!ll'any on -:thoso 

lend the well is drilled. ~:a.e Gas Com;pany egrees to pe::r to the 

Sout.'hern :Pa.cific COIrll'aniee 3¢ ~er thousand e"t:"o1c feet "£or e.ll gas, 

tekon 'by it from their land3 9 excel't tAat 5¢ shall be paid tor~&~eA 

g:l.6 'es mey be taken from wells drilled. and. opere-too., 'by a.·Soutilern 

~a.e:i.:f':i.c CompSl:1y for oil "out conto.i!l.ine; gee 1:1 conj1lllction tilerewi-th. 

~ho 3rf r01':::030nts merely the rental of th~'le.nc. snd tAe vs,lue of 

the gas. ~he.: S¥ includes renta.l of l:.nd and. ve.l'O.8 of gez !'lUs co:::t 
" ' 

of developing the wOll,. ':11:.1e11 ItLtter amount iz hore E:.l'!,uently 

agreed. '\:.pon "c,y 'the :parties to be'2rj :per thou,ss.nd cu"o1c feot of'gtl.$. 
k.ll ptl.yments. :::lade under th1~ contract a.re llltld.e, oi ther for renta.l 

of land. uzed in drill.i:lg wells or for valuo of the gat actually 

:prod.uced. t:h.oreitJ. 0::" :tor development·o'! wells--i::l either case for 
.~r", 

·v.::J 



-, ...... , 

.. ~ .. 
.. 

actual zervicea rendered Qr cO~~itiee supplied. 
The other contract of the ~ame,~te, called the 

~Su~plemental ~greementW~ is o~ an entirely different cbAr~ter~ 
T".o.ie contract provide$ in e!foct tl:.at "in .. s.ddi tion to the :pe.~ents . . 

, . 
a.greed u:pon in the precodi::lg contracts" tho Southern Cs.liforn1s. Ga.: 

Co:n)t:lllY shall !fay to the SoutAcrn ~e.ei:fic Compsniez ·the f'o.:rther 

tum of 3 eent~~er 1000 cubic teet for al~gas delivered into the 
tra.ncnlies1on m.a.1:=.:t'rotl 3.l1 lands in tho field not ownod or controlled 

by the Southern Pa.citic Compsnies. In o-:hor Vlords, if the SO,uthorn 
, . 

P~c1fic Com~an1es should do no work wnatzoevor in develop~g gas 

wells on their land.s" a.nd if the gas trtlnS:t1.ttod into tb.e IllJl~ shou1.d 
'" 

be tskenexclusively from-other la~d$, the Southern ?ac1ficCom~~ie$ 

would noverthelce3 recoivo 3¥ ~er thoussna for eechcubic,~oot ~here-
, 

. of..:Bszed. on the -theoretica.l C$.rryine; cs.:paci ty of tile Midway main, 

tho ~ual pa.yments o~ royalties to the Southern Pacific Co~enies 

£or gas30curod from wells drilled on other ~eo,lesT lands would "00 

.. $284,700.00.. The contra.ct furthor :prov1d.oc, tha.t s,s lone; as the-

~aym~ntspro~ided thorein are made the Southern Cali~ornia Gas 

COlnl'o.ny shsll 'be rolieved of tho necessity of o~fsetting wells 

'bc:ed. on ltinds a.d.ja.cent to the Southern Pacific Com!?&niez le.nds. 

The partios totb.is contract attompted a.t the he~ine to 

. ~ ... 'jU!;:tify ,it as follows--the Ga,?' COr:l.l'any beca.use 1 t wa.s trying .0.3 

fer as l'oes1ble to secure the; control of the entire fie·ld end a.lso , . . 
beca.use .of the release of the obligation ,to drill on the lands o~ 'the 

Southorn:':?a.cific Com~ooie$ to offset wells on a.d.jacent J..and.s~ and . 

the Southm:n :Pacific COllll'lIJlios beet/.use they cl~imed that otheJ:'W1'se 

the gas :under their lands would be dra.inod awo.y by wolls on'adja.ee~t 
• 

proper~ without eny coope~sation to theseeocpan1es. We shall now 

examine each of these contentions., 
, 

. Wbetovcr mAY 'be said. for or ag!l.1n:t tee :nori t of an 

a.tte~pt to sec~e control of the field is irrelevant ~ere for ~~e 

reason th8:t the Southern California:. Ga.s Co:n~ny did no.': succeed in. 

secur1ng such control. Out of the twenty-two '"8011s now Foducing, 
\ 

gas in the ~ueneVist8. Rills Field, twelve are owned by t~o Standard 
,-
" 

, 



Oil Com~a.n:19 one ·oy the 'Un1 "woo. Oil COnll's.:lY. and 'tWO by the :ao:c.olulu 

Co~pany to supply custom~rs other than tho Southern Cel1fornie ~~e 

Com:pany. ~ho ?lolls of the Standard Oil Co:npany are in tho ver'S 

hoar:t of the ~ionoor.g.e.s:terr1tory .e.nd: arc :proo.ucingat the l'resen~ 
'. I, 

time nlmoct one hal! of 31l the gaeuti11zGd tro~ this field. 
" N oi ther are we i:n!,reesed. wi til the ar.enm.cn::t " tha.t tho 

roloase of the obligation to offset v/ell$ 1$ of great adV3:l.tsge 
" to the Southern California Cas Com~y~ ~t COQP~Y will hs~e to 

drill ad.di tion.sl gis wells !ro:n t1:ne to time i:. e:n:; e~ent and. there 

s~em8 noeoodree~on why it should not drill th~m'on the Southern 

cured c)?oc1f1c pOr.!lic:1on to do und.er the "~lora.tion Agrooment". 

It·isclear that:if the procedure outlined in tAe "Exploration 
;..greoment" is followed.~ the Southern Ca.lifornia. Gae CO=l'DllY. will 

save ls:se sums of ~oney each year as contra2tod with the ~eyme~t 

o~ tho royalties to the Southern,?a.ci!iC Com~anies. 

~cferring no~ to tho contention.of the Southern ?acif1c 

Coc~an1eS9 the eVidence shows thst a gas well in this territory 

dra:7i3 gas trom SO::le dista.nce in esch d.ircc~1on,. but .how far dOGS 

not' appecr. Eence it might follow that a gao well drillea on ot~r 

land near the bound.8.ry of land of tho S¢uthern ?s.cifie. CompSJlioO 

might drain gas from under tl'lat land., but we are ot the opu1o:c. 

.that the proper re~eay of the, Southern Pacific Companiec i~ such 

event would be to offset such well the~clvc: or to' ~ll upon the 

Southern Cs.l.i:f'orn1a Gtl.S Company 'to o~:f'sot "1 t a.s provided in tAC 

"Exploration Agroement", instead of exact~ a payment ?~ 3¢ per 

thousand cubic feet ~or ell gas produced in the fields .ev~n thou~~ 

it ba produced on t".c.e lends ot other :persons Vii thout d::-:a,wing any, 

gas 'from the lands of the SO"J.t:ilern :Pacific Companies. :Cf such 

o:f'foott1:c.g well is d.rilled. by the Southern Csli:forn1e ,G:!1.S COmJ?~ to 

as provided in tho "~lorat1on Aerceoe~t", the Southe~l Pacific 

Compa.ni.os Will receivo~ without any eXl=>ondituro on the1:c-ps.:rt". Z¢ 

foreech thousand cubic feot or gas ~ekcn there~rom. ~~ the other 

hend, ,i! tile well is drillod. 'by the Southern ?e.cific Co~s.nies,' them-
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selvec y t~ey ~y e1tner use it together with other wells to $u~ply 

s new ~erket, or they may turn it over to the Sout~orn Californis 

Gas Company WAlCh company. as proViaed in tho "Exploration Agree-

~ent",~ll be compelled to re~bur3e the Southern ?~ei!1eComp~1¢S 

for their en~iro expenditure in drilling tho well and,thereafter 

to p~y 3¥ for ese~'thous~d cubic tect o~ gas taken thorotro~. 

,rAetever course is followed, the rights of all t~e parties Will be 

fully ,rotected. 

ue tind no justification for the ~yment by Southern 

. California Gas Co:pany to t~e Southern ?ecitic Comp~ies ot 3¢ or 

any other ~um for g~s which the Southern ?acitie ~mpen1es do not 

produce and With reference to 'wh1ch~ey porform no e&rv1~e WAetso-
, . '\ 

over. For gas produced on the lands o~ the Sou~Aern Peeific Coo-

jlanies, the Zonol"llJ.u Company rece1ves no royalty. ~en w:c.y should 

tho Southern Pc.c1:t:1c Compa.niesreee'1ve e. roys.lt,. 1:or gas drilled. 

wi thout any effort 0-: eXpense on their part on lands of t".c.o HOn<)lulu 

Company or, any ot~er lands whioh ~~oy do not ov~or control? 

T.ho ~r~etieal etfoct of tho "Su~ple~ental Agreemont" is 
"'. 

to givo the SouthernPa.cifie CO:lpsnie3 s. ro:;alty o:! Zt} tor oo,ch 

thousand. cubic teet of gas produced. at tile oXJ?ense o! other pe.::t16s ' 

on the lands of other p4rt1es without any expenaiture, service 0:: 

offort whatsoover on the part of the Southern ?aeifio Co~pan~e3. 

We find no juet1fieation tor ~posing the burden of'this -:~yalty. 

on tho consttming public, as is now beine done. In eeteblishing t~~ 

rate herein, we $he.ll entirely dis::cgerd. 1;".o.1s royalty. 

Referring now ~o the rate of ret~-n to be allowed on the 

inveetcent in this case, ~o de~ire to reaffirm w~tthi$ Cocmission 
" 

esid in City of ?a.lo Alto vs. ?sJ.o ll.lto Gas Com'Oen:y:. Ccee No. 2S8, 

decided on !~rch 12~ 1913, and appearing in Vol. 2, Opin1onz o~ 

Railroad Comm1s~ion of Ca11forn1~, 300, Z16: 

"No fixed. l'orcento.ges.~!,lico.ble to 0.11 cases and. :::.ll 
classes of utilitios C$n be ostablished by this Commission. 
Eaeh caso mustbo judged on its own merit$ ••••• ~~e most 



that can b~ s~id by way of ' general pr1nci~le8 1s that the 
return should. be at least the averago retu...-.o. which i3 
oernea by other classes of business of tbe'same degree o~ 
c,Q.zar.d in the same COm:ltllli ~y. T~o C¢mm1ssion in :fiXing 
a rate o'! return muzt ·oe l'i'beraJ., le~"t 'too strict e. pOlicy, 
rosult in. turning cspits.l to oth~r fields ot entorpr~so. 
California. needs devel~l'l'!1ent by" public utili tiez, and this 
Commission'z policy zhould be ~ bro~d and liberal one, 30 as 
to eneourege eepi'te.l to devolOJ?' the S1;8:1;0 by l¢gi timate . 
~ubliC utili~y onte~risos ~hore neoded. T~o Comc1zs1on 
should be carofc..l'.:Lot' to permit ~in:na.tion o'i :pr1ce2 
in'(J.scertAining the value of' 'tho property of ll. public 't'1.tili ty 
'tl.sed o.nd. 'u,so:tul for tho public !''tlrposc? but should ''be 
liber~l in ost&bl1shing the rate of retu.~ on tr~t v&luo. n 

1:0. the l':'eso:1.t proceeding :I. n'Wllber of vory tulusuel 
I 
I 

elements concur" 711 th ~he result ths-: -:ho d.ecision here'in az to 

-:he rete of returll.cc.n not l'ropcrl:r "00 uzod as a precedent 1n'ot:c.or 
• I. 'I 

'\ \ ' 

ceses. The most1I!l."ort~t of these clements i:: tho :b:.L:a~d',. o:! tilG 
~ . , / •... ! 

ente=1?rise. ":.'hile :the eVid.ence shoo;;s "!1J.'r mO.re cer'ta.inty.snd. much 

lees hc.zn.ra., in this undertsJd.!le'''.'ti:.e.n has boen cltlimod for it by 

its promotors~ the fact roma1~s th8~no one absolutely knowz tho 

li~e of tho gas field· 0: the extent ·to which the wells will stana . . 
-

'IlP;~ Considerable information on these points is already tivail$.ble 
I, 

f 
and" wi thin a. few' years enough addi tionsl evidonce will bo e.t h.e:.o.d 

to I.mo.ble tAe l'roJ?cr ra-:e fixine c:o.thori ty to :t'l'ko such revision 

in th~ rete $oS mey Mve l'ro"1en necessary. Again. we shell give 

con$idora"~ion to the !a.c't: t~t tho cO:::l~t1on of. this !,roj~ct 

MS resulted. in giVing to the 1901'1e of Lee .Angeles CO'tUlty '.;l fa.r 

more officiont eas a.t rates which Will une.ou'btedly be m.c:~ori::.llY' 

lower t~ those hitherto pai~ by the~ tor ~rtificiel esse It 
c10arly . . 

s:ppesrs/the.t t"lle promoters of th1z enterprise are performi:le a dis-

tinct public servicc~ :provided. 'tnat the rates for natural ellS are 

Lftor a c;s.reful eot!sider!l.t1on of all the ovidence 

boering on'this quostion, we have concludod th~t ~t 'tho ~r=eent 

time a rate o! return o~ l~~ on t~c valuo of tho ~ro~¢rty uzo~and 

equi table rate o~ r~t".lrn. ' 

In o3ta'bliSh1n;~ tilis rat~. of rett:;rn !OT. the presont~ 

we desire· 'to point o'U.t t~t, this is only e tem:po:':l.ry adjuztment .. a.:o.d 
.8. . 

that Within/few years this 'return will ~doubted.ly be too 18,rge. Ji.z 



ll.fM 
71011e 

tho invoztment is repsid to the ~rojoctors of thi3 entor~riso, 

year by year, as hcroin~rov1ded in tAo ao-eal1~d de~roe1et1on 

annuity, a return of 10% on the entire original inve3tm~nt beeomoz 

in re~lity n return o! eoneidornb1y core on tAo ee~it~l rema1ning -

invested from timototime. Z~io fact emp~e1zos t~e necessity 

of s further e7~inetion into' this ~uostion ~ithi~ tho next fo~, 
years. For the ;prosent, a return of 10% is- eerta1nly·xxxX~ 

• I 

l2. TEE ?:l!..'E .. 

!l:idslay C7o,s CO~s.:c.yf s tranz~ss10n m.a.in in West Glen5.ale.. A SUtl-

mary o~ all the f1Xed charges and operating eXDonsos in connoction 

with ~Aodelivery ot this gee at the West Glendale terminal is, 
a.s follows: 

Dc,.,ree~.s:tion ~OTJ..:L ¢&U 
Inte::'02t AnTlUi't:il, -~ixed. Cho:rp;- Expen-
_ a't 10"'/" 93 :::es 
¢ ~7,905.11 ;.). 31,,587.59 :;;;-;9,4-92~70 ~!E71.53 '/1 

l)r111ing eQ:o.1!>ment 7,000.00 4,375.00 11,,375.00 700'.00 
Gathering lines 6,733.71 

TrsnSm1ssion main 15l ,996.30 

Com:pressor station 40,159 .. 31 

~ots.l 243 , 794 .. ~.$ 

I't:om - ~otcl enareao 
7folls " $ 80 9 864.23 

~illine eq,uil'ment 12,O?5.00 
Gc.thor1:ngl1nes 15,936.44-

314,987.62 

COmpre3S0r 3ts::iion 81,9·96.17 
" . /'. 

Total $505,859'.46" . 

4,489.14 11,222.85 
-" 

102,192.80 254,1~JO' 

16,733.05 5&.892 .. 36 

159,377.58 403,.172.01: 
/ 

Tota.l CAB.rees 

471Z.59 

00798 .. 52. 

25103.81 

l02687,.45 

$.505.859.46 

18,214.25 

1'o~s.l cMrges « oxpen.- $524o,07Z.7l 
ses. ./ ' 

To securo,tho'entire coct, the toregoing total 

i"mt~st be incres,sod. soss ·to . cover 'tl:.O follo711ne i te::lS: 

;Losoe~ ... ~ ................................ lZ.Zj.) o~ ttl1 gas received. 

Taxes............................ 4~6% ot gross revenu~. 

;. 



.. 
Coct o! !'3intaining gas 3up~ly apart !:o: rental •••• ~.48~ ~er 

M. cubic teet of g48 re-
ceived ~rom we11sothc= . 
than th08e 0'£ the Honolulu 
Co:npany. 

We shzl1 now ascert~i~ the C03t of 543 delivered at the 

Wcot Glendale terminal ot the ~d.w3.y Ga.G Com.pc.ny's lineund.e::- each 

0: the followir.g three conditions: 
" 

Condition A - Az'~~e the.t the Southern California. Gas 

Comp~y ~~ll deliver ~ average of 18,000,000 cubic teet· of 

gaa per o.ay, c.lj. ot' which is t.o be :purcAa,sed 'trom the Honolulu 

Company. 

Condition B A3~UMe that the Honolul~ Com,anywill 

supply only one ~! of tlle gtl.Z reCj,w.irecl.. Glld thr...t the ~ou ~A~rn 

California Gae Co=~any will itself se~~ire or develo, the re-

mainder of the daily output of 18,000,000 cu~ic feet. 

Con~ition c. Az3ume tnat all t~e gas will be de~ived 

from lands other tAan tho se or the Honolulu Com,sny and tMt 

the Southern California Gas Co~ony will pay the' cost of, 

fiele development. 

1. CO~mIT!O!~ A .. 

We are assuming that the price of .~~ ~er thou~3~d ~~bie 

feet p~1d to the Honolulu Co~~any under its contract re,reeents ~ 

fair ~rice ~or the C08~ of developing tA~t company's gac plus 1n-

terest on the inveztment pluS3 pa.yment for the go.e it:3el~. In order 

to· se cure an o.veraee c.a.ily del i ~ery Qr 18,000,000 cu "oie . !"eet or ga.e 

a.t the West Glenda.le terminAl and. t\.souming n. trll.n~mCOiOll loa~' o~ 

10.4% from the lower en4 o-r t:a.e e0:::1:pre3&Or ettl.tion toth1~ terminal, 

it WOUld. be necez~aryto deli~er a total of 7~332,589 thou3and 

cubic t'eet. of' gc.s annually OtA t of t:ae com!,rel530r station it the gM 

we=e all co:preesed. ASSuming further a 1088 for' fuel and other 

to deliver t\.t the Taft term1nal 7,551,5a~ tho~3and cubic ~ee~ ot 

ga.s annu3117 in order to'deli v~r at the "'e&tGlendale ter:ninal 

an averagco! 18,000,000 cubic ~eet of eompreeeed gss pereo.y. 



Acsu::ning t:b..::l.t the total a.nllual eh.argez .one. exyenee3 for the col-

lection, co=pres81on, tran3mi&s1on ~~d <!eli7ery 0: the g~ amount 

to $524,073.71, as hereinbefore found, that 2.9% or the gas delive~e4 

at the T:l!t tenninal w1l1 be consumed or lost in the com~reseor 

ctation ~d th~t lO.4~ o! the com,resGe~ gae will be loet in t~&n8-

mission to, the West Glendal~ 'terminal and tilat taxes omOunt to 4.6% 

of the groze revenue, 'the co'st for these i teme would. 'be 8.Z89.¢ per 

thousand. cubic feet del ivered ::r.t the ";le3t Glenc.aJ.e terminaJ.. ~hie 

sum includes tlle' cost of opera.ting 3l'ld :ns.inta.ining tAe coml'rcse,or 

ztation together with inte~est and 4eprecis.tion thereon. ,It the 

comprezzor ztation if; operated a.t a.ll, under this a.ssumption, it 

will be' t'or the :;)\~.rpo5e of compre3zing the, ga.s to a :pressur~ or 
~50 pounds ~o the square inch, as provided i~ the Eonolulu Company 

contract. In that event, the cost of t~e operati'on., interezt a.n6. 

d.eprea1a.tion s~ould "'oe subtraeted :rro: ~he 51! paid to the Konolulu 

Com,:my. The total. annual charge -ror the compressor ~tat1on h.a.8 

herein"oeforc 'beet!estimo.ted to be $81 .. 996,.17. On the b~ei3 ot a. 

deliver:r to it ot 7,55l,585 thouaanc!. cubic teet of gas per yea and 

til, lose of 2. ~ o! t.7a.e gas received :md 1'3.8se<!, '!or fuel and other 

looses, the charge to ea.c!J. cu1:>ie foot of gac tor compreDsion would 

'be l.118,¢ per thousand eu"oic teet. 

Under this conei tion, we a.ceorC:ingly ha.ve t:c.e t'ollowing 

resul'to : 

co~mITION' A.. 

1. If the Eonolu1u Company'a ~= 13 compre5ze~ at the 

cxp~nee ot the Southern California G~z Co~pany, .. ' 
Cozt or Honolulu S8.S inc'reO£ed for 

tran8l'llinsion: losses s.nd taxee ••••••• 5.837.¢ per ::l. et:. tt. 

Cost·o! eollcc~lon, co:prezeion, 
transmission and delivery or g~5 
at West' Glen<!ale ••••••••••••••••••• 8.389E per A. cu. ft. 

Total cost delivered •••••••••• 14.226t per ~. cu • "". .. ... 
2. !f the coot of co::tpr,czeion iz ded.ucted. from' 

cost of Honolulu Co=p~'zg~e, 
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Cost ot Honolulu Gc.z ••••••••••••••• 5~ :Pe'l" !!. cu. ft. 

Co ...... of co:n'Qr~4'aion 1.118:t .,." er M. i;I v '" oJ ....................... ___ ................ _... r. 

Net cost ••••••••••••• Z.e82~ per M. ft. 

Above C~5t increased for 
10.4% aA~itional lose ~lus . 
4.5~ tor taxe~ •••••••••••••••••• 4.540~ pcr M .. cu. ft. 

, , 
Cost of collect10~, compression, 

tranomis3ion c:lo. delivery ......... 8.389.! ::;>~r M~l cu. !t. 

':eotal C03t ,deli ve:-ed\ ............. l2. 929.¢ per M.' cu .. ft. 

2. CO~j):TION ~. 

Under the eccond condition, one ~~f the gae is deli~ered 

b,y the Honolulu Com,any and the otner half by SoutAern Calito=ni~ 

these cir~5tencee ~~ follow&: 

Cost or one half deliverce gas 
:ece1vedfrom Eonol~l~ Com~any •••• 5.837~ ~er~. CV .• tt. 

Cost of one llaJ.f. ga.o deli'7creo. ~rom 
other soureee on oasis of 1.48¢ 
for field ~evelopment, Z.¢ payment 
to 11'lllQ. O'Wllel"S, 2.9% consumption 
and lo=z in com~re~zor. lO.4% in 
8u'!:>see:,uent transmiscion a.nCl. 4.6% 
for t~ee ••••••••••••••••••••••••• 5.'21 ,er ~. cu. tt. 

Average c03t •••••• .5.628~P! 

The following re3~lt 'aceor~inely obtains as to 
Condition :13: 

CO!~DITIO:: :B. 

.. .. .. 

\ 1. Average .coat of gae •••••••••••••••• S.6285tper ~. eu. tt. 

2. Co=t or collection~ co~re3aio~~ 
tr~2mi~sion ~d dcliver,y of g~e 
o.t We5t,.Glenc.ale as :p~r Con~tion 
A ••••••••• ~ ••••••••••••••••• _ ••••• a_3s94 ~er ~. 

Total ••••••••• 14.017!)~ " 

If one halt cost o~ compre~eion 1c charzec. to 
Eonolulu Company: 

Cost ot Aonolulu Com~~Y'2 gas as. 

" " .. 

per Conc:ition A .................... 4 .. 540¢, per Z:!. eu. ft. 

Cost of· other gas ae ~er Con-
di~ion' ~ •••••••.•••• _._ ...... ~ •••••• 0.42 ¢ " .. " .. 

Average cozt ........... _ ••••••• 4.98 t 
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Cost of collection, co~pre3aion, 
transmission and delivery •••••••••••••. 8.3S9!"er~. eu.rt. 

13.369% .. .. 

Under tile 'third. con6.ition, it iz presumed tha.t all the 

eae will be received ~rO~.30ureea othe~ than the H~nolulu Comp3nY'z 

lands. As the la.tter company is novl 3ul)!'1:r1ng 311 the Sa.s needed 

"oy tlle Southern Cal1:f"ornia. Gne Co:n!')(~.ny anc. is preparing to' su,pl:r 

the 20,000,000 cubic 'feet :per <la.y prov1<!e~ in the contra.ct ror the 

seco~d year, there is only the zligA'teet poszibility, that this a&-
" . 

~e rezult3,. however, are'sivC!'!l 

em;])! '1'1. ON' C. 

Cost of delivered gaa received t'rOl:l 
othc:r 30urces than Honolulu Com:pany' 8 

.. 

lo.nd3 as pe:" Condition :s ••••••••• : ••• 5.42t per !l. cu • ,. ... ... 
Cost of collection, com~re$3ion. t:-ans-

" mission and delivery :l.t ~cet Glen- , 
dale, 1.1.8 per Condi tiona A ao.d 3 •••• ~. 8. ZS91 • .. • • 

. ', 
Totsl ................... ,.1.3.809% • '. 

The condition o.t :>reeent prevailing'sndvfAicA we may re3.20n-

aoly expect to continue, ~t le.$3t to a large extent, i8 Condi~ion "~ •• 

It will not be neee~~A.r;y in th.:l.s ,Proceeding to ¢stJl.blie:o. 

0. separate ::-a.te for gas u+ til'll/ol.tely ueed ~or ~uel purpones und.er the, 

boilers and in the generator s ~ f the loeel gao ~t! el ectrieal <:0:::1-

ultim..'ltely be ~3ta'bliehed tor gas, co .. nsumed for this purpose. Attention 

10 d.rawt.l., however. t., the fact that the demande 0-: the inha'bi tante ot . 

are even noVl 3J.mo-at cufficient to t~ the co.pac1:ty o~ the prcnc:a.t 

transmission ~n if those people are 6Upp11ed~th straight natural 
, . 

ga.s. The pu'vlic interest d.e:nandz tht\.t th.e naturo.l g::L3 sAall 'be 

put to the ltoet bene:f'iciel pu'blicuee. Whether this g=..e nhall be 

use4 for such fuel pur~o3ee ~d i~ 60 to what extent is & matter 
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'.vhieh VIe leave 'to the city allthorities 0-: the loeolitien ie onhieh 

t'i'!.ere rtJ/).y be 0. deTlUU'J.Q. 'tor sueh use. 

Our i"unetion is Gim,ly to ezta.olish a. just a.n~ rea.eon-

a"oll! rGote tor :lo.tura.l gaz 'l.:t \'1:holezaJ.e a.t the West Glendale 

terminus of the ::'.idway GOoz CO:ll!)O:ly'a main. '!he contra.et wi til. the 

LOG .~gelee Gae ~d Zlectric Corporation ~d t~e Economic Gas Com-

pany 3,ecifiea.lly ~rov:tdlJJfor d.elivery a.t ttis j;>o1nt. ZAC contracts 
, ' 

witA the otiler loc,c.l distributing co:nps.niez .. °r.hieh for the t~o. 

bei'':li will be allowed. to stand in these respects, all p:'o-v1de a. 

l'ri'ce 'Which starts with the cost of deliver,ya.t thiz :>oint, eo'tha.t , 

a. de-:e:mn:l.na:t:i.on of thiz cost fixes definitely tile ;price 'to ,'be paid 

under each of these contr~ct3. 
, 

The price hitherto' cls.imed oy Sou tliern Ca.lifornJ.3. CiCl.S' 

Co~po.ny as representing tile cozt of 6a.s delivered a.t this, point ilas 

v3.X'ij~d from 18;( per thou~a.nd. cubiC feet f.or g:3.3 ul t1 ma:t ely u3ed. tor 
, 

domc3tic con~ption ~o le3scr amounto tor gas ult~tely uze~ 

under the ooilers r~~ in the eener~tors ot the local gas~4 electric 

companies, :::.0 hereinbefore pointed out. .'';~ter tl. careful review of ~l 

the ev1dence in this ~o.se, with a. desire to do ~~ll justice to all 

Ps.:',tic3 concernecl, we !1nd. f;l.S a fact t!lat the ratea a.t prczent 'being 

charged 'by Southern ",G:3.li!ornia ~a.G C.O:!J.!Jo:ny for ns.ture.l gas delivered at 

w"AolesaJ.eat the Wee~: Glend~e terminus of tile Ydd;:rc.yGa.s Company's 

,~n a.re unjust and. ul'll"e13.sona.'ble in eo -rs:r 8.2 they e..it":ter t'rotl tAe 

:'a.tc herein e~tabr.ished., and VTe further f:l.n<i as a. fa-ct 'th.9.t e. jU&t t!Jld 

re~eona~le r~te to be e~~ged for natural gn~ delivered et wholeaale 
( 

thoUSflncl. cubic !'eet. 

Az hereinbefore flt&.ted, thi$ a.C,justmcnt is only tem,crery. 

If permitted to continue for more than the firet feV( yeJJ:z, it would 

result in larger revenuee to the Southern Ca.lit'ornie..Ga.e COr:l:;?3JlY 

'chan even a. most l1"oe:al couroe on tile part of 'the ~blic .a.u't~ritie3 

'V'ot~.lc. jU3t11"y. :For the preeen't., however, we ue convineed. that thi2 
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iz 0. just and. re~oona.'ble :"o.te nnd ~hD.t ito aAoption \'1111 CAOTI 

perso::.s desiring to in7eet :lOneye in more or le133 ha,za.:rdOil8 ,ublic 

utility enterprizee in this st~te~ resulting in ~terial benefitc . 
to the ,u"cl:i.c, t!le.t they ~ e.o zo in. relio.nce on :f'~r trea.tment 

::"%"01:1 tile :public authorit:lez. _ . 

We 3uo~t the ~ollowing form of order: 

.A public hearing havi~g been he1~ in t~e above entitled 

proceedins ~d tAe ease having been su'bmitted an~ being now ready 

'tor ~ecj.~ion and. the Co:nmi2s1on b.a~ing ::na.d.e the t'i-ndings o'! !tl.Ct·· 

w~ieh ~eeontQined in the o~inion wnich precedct thiz order, on 

which fiading3 the order in thie c~ee :i.e baoed, 

IT IS EZR~ ORD~RED tAat Southern C~i:f'ornia Gaa 

with thie ·Commi3cion, to become eff~etive within thirty (30) d.~2 

from tAc date o! this o::oder the r3.t~ 0-: 14:( for ea.ch one thO\l15a.nd 

cubic teet of ns:tural gas deli veree. 'by said. compan:r at the. ".1o.:t 
" 

Gl~nQ.t;t..le terminu13 of the ~d.wc.y Ga,$ Com:9a.ny's tr.c.msmiss:i.on mo.in. 

'. ' , 
The !orego;Lng Ol'iniol'l and order are hereby Q.:Pl'::,o'V'ed and 

ordered file~ as the .o~inion 3lld orde::- of tlle, ~3ilroa.d Co1"U'lisslon 

... ,.: -
Dated a.t S:ltl Fr8.:'lcisco, Colifornia., tllis 20 w_ ~ of 

Deee:nbe:-, J..91Z. 
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