Decision No.

 ORIGING

BEFORE TEZ RAILROAD COMMISSION OF THE

STATE OF CALIFORNIA.

Iz the matter of the spplication )
of TRADERS OIL COMPANY for suth- )
ority to inercase rates or die- )
continune service. )

“Wgnu uojsioad

Application

Fo. 2066.

M. V. MoQuigg for swyplicant.

‘ iy

James M. Burke, of Lgberson, Burke
and Lamberson, City Attorneys o
Coalinga, for City of Coalinga.

Ge We Satchell Lor Coalinga Ges and
Power Company.

Morris M. Ferguson for Coalinga Pipe
Lire Company.

BY TEE COMMISSION.
grPINION

This is an applicationdal TRADERS OIL COM=-
BANY, a eorporation, for auttority tc Inorease the
rate ohaﬁ:ged by it to the Coalinga Pipe Lina Company
or discontiane servide. | |

Applicant is the owner oI the Southeast (uar-
ter of the Southeast Quarter (SBEl/4 of Sz1/4) of Sec=
tion Thirty-five (35), Township Twenty (20) South,




Bange Fourteen (14) Eest M. D. B. & M. in the Coalings |

041 Fields, upon wb.idh 18 located & cortain ges well
drilled by oxme B. I. Potter, at that time a leesee of
Traders Oil Qompan&. | |

During the temancy of Mr. Potter, five shale«
low oil welle were drilled, which yielded oil in such
small amounts thet they wore wnprofitebls. In the fifth
well, while drilling for ¢il, a gas well was‘brougb.t in
on or about the 18th day of October, 1913, at a depth of

508 feet. The open flow capacity of this well was ap=—
proximately 3,000,000 cubic feet per day. In Merch,
1914, the shtut-in pressurs wes 80 pounds per square
inoke The estimated delivery under 20 pounds discharge

was from 100,000 to 150,000 cubie feet per daye
For the purpose of disposing of this gas, Mr.

Pottor organized the C‘oaling_a Fipe Line Compeny, which
was jncorporated under the laws of this State on 0&0-
ber 27, 1913, for the purpose of owzing, opereting,
Jeagirg and controlling ome or moxe pipe lines to oarry
on the busiress of conveying oil, gas or other products |
or by-prodncts of the oil or gas which may be conveyed
by pipe lize, sud for the purpose of marketing and sell-
ing same. . |

The authorized capital stook counsists of
20,000 sheres with & par velue of §l. esch. No shares
Yhave been issued except one to aach of the three di~
reotors. From the testimony in this case it appearé
that the present owners of tte Coelinga Pipe Line Con-




papy 414 not dnvest any mone_;s} whatever in the venture.
The capital for the construction of the gas line was
furnished by the same parties who finansed m-. Potter's
oil operations. The Coslinga Pipe ILine Company is oniy
another legal entity for Mr. Potter and his associstes
as legsees of the Iraders 01l Goin;pany. .

On‘Novemior 6, 1913, the lessees of the Trad-
ers 01l Company entered into a contract with the Coelinga
Pipe Line Company, under the terms of which contrasot the
lessees. agreed to sell, and the Coalinge Pipe Iine Com-
:pany agreed to buy, all .the petursl ges-produced on the
tract of land hereinshove desoribed at a rate of eight
cents per. thousand ocubic feet for all gas s0ld to con-
suners at a rate of 25 cents or more yer thousand ocuble
feet, and at a rate of 4-1/2 cents per thousand cudie:
feet for all gas sold to conscumers at 1933 than 25
cents per thousand ocubic feet. The conmtract further
provides that Coalinga Fipe Line Company will construct
a two and one-half (2-1/2) inch pipe line to Cosalinga,
instell a compressor, &n electric plant of the neces-
sary oapacity. and sll service pipes to all consumers
within & radiuns of five miles from the well inm all in-

atances where the gas bills of the proposed consumers

will pay for the cost of installing said service withe

in & pericd of one year.
After having received a certificate of pub-

1ic convenience and necesseity from this Commission,

Coslinga Pipe Line Company proceeded to oonstruct &




-

2~1/2 inoh pipe line 17,500 feet in length, and transmit -

the gas to the City of Coslinga, where it sold ite gas
at wholesgle to the local distributing company st a rate
of 30 cents per thousand oubio feet. .The requirements of
the distridbuting compeny average about 800,000 oubie feet
rer month, corresponding to a mu:imum daily out-put of
35,000 aubis feet. At the present time the well oam pro-
duce dut slightly in excess of this amount. |

The Lesgees of the Traders 0il Company, soon &f-
ter tho exeoution of the contract of the Coalinga Pipe Line
Company and the distributing company at Coalings, failed te
fulf1ill the drilling requirements of their lesse. It there-
upon forfeited the lease ard Traders 0il Company took pos-
sepsion of the property and contimmed to serve the Coalings
Pipe Lire Company with gas for approximately six weeks, when,
discovering that the gas might be used to greater advantage
for their own fuel purposes, théy thereupon threatened to
disoontinue service to the Coalings Pipe Line Compeny on or
about Deaember 4, 1915, Upon being A'a..dviaea. in the matter,
- the Commission informed the offiocials of Traders 01l coni-
pany thet they could -not legally digcontime gas servicp
without baving been granted permission to do so sfter a
formal hearing before the Railroad Commission.

Tradera 01l Company desires to use gas from

the well in question for fuel purpeses st their watex
puoping plant, whisch plant is tte only supply of water

for their extensive oil operations in other sections of

the Coalinga Field . The gas could wdoubtedly be put
to & use more profitable to. the applicant herein than the

one to which it is now being pute.




At the hearing in Coalings on Febrpary 16,
1916, and at the hearing in Los Angelee.bn.Fabruary
24, 1916, epplicant failed to wubmit any evidemse in
support of his application other than etatements that
the gas wos most valuable to the Traders Oil Compsny
for fuel purposes, and that they should,therefore, be
allowed to discontinue the service or to ralse the
rate éo that tie net returm on the gas sales would

equsl the smount expenied by them for fuel oil at

their water plant. Appliocant's lessee through its

contract with the Coalings Pipe Line Compeny and the
oont:aot of the latter company in turp.with the Coaw
linga.Gas and Power Company has dedicated the gas
from this woll to the public use.

K11 three of tuese ocompaxnies are beyond
gquestion public utilities, ss defined by the Publio
Ttilities Lot. Altbough applicant became a public
utility tbhrough the circumstances hereinsbove sel
fortn rather than cholee, this Conmigsion cannot be
expected to relieve It of 4ts pudlic utility obliga~-
tions or allow the discontinuance of the supply of
the valueble commodity to the inhabitants of the
City of Coalinga by the vare ptatement that the own-
ers of such commodity desire the same for their omwn

VLS.
In regerd to the rsise in rates, spplicant

bas not ah&wn.tﬁat tae desired insrease is Justified.

Tvridence has not been introduced upon which the Com-




mission can determine either the cost or walue of this
service. In order to determine whether or not an in-

grease in rates is Justified, the Commission should be
supplied with information regarding the original cost,
present vslue, probable life of the p\ﬁraical p:oporty.
expanse of operation and further detalls regaxrding the
value of thias service both to Iraders 011 Company and

to the present resiplents.

Tae Comnission would not be Jjuatified in base
ing natural gas rates on the fluctuation price of fuel
0il. At the hearing certsin fasts were develoyped,
whioh, while unnecoessary to the decision herein, sbould
de noted. They are as follows:

Firet. it is not at all unoertain. but that
the well can be ocleared of water and made to prodwe
sufficient gas for tho requirements of fho City of
Coalings, and also supply gas to the applicant fqr its
fuel purposes. Such & ocondition would obviate any ne~
cesgity for diseontinusnce of service. Applicant here-
in eould urdoubtedly materilally reduce his fuel cost
for pumping by the installstion of more efficlent equip-
ment.

Lastly, testimony in the case indioated that
the Coalinge Pipe Line Company, with an investment of

approximetely $3,000., is deriving a rovenue therécg.{om d

ot s.ppmximateiy £2,400. per apmum. It may be that

they are reoeivi:ng more thon their juet share from the
sale of the ontputs of the gas well on the applicant's
property. However, this metter is not now before the

Commission.




. We are of the opinion ttat spplicant has not
shown either a right or s necessity for discontinuing
this service, nor has it supplied the Commission with
suffioient information to enable it to detei‘mine wheth=-

er or not an indreaso in rates is Justified.

If applicant is of the opinion that suffi-
cient gas oan not be obtained for both mses, or ttat
they are exntitled to an adjustment oxr raise of rates,

it may again bring this mattor before the Commission
and rresent evidence along the lines hereinshbove suge~
gested..

TRADERS OIL COMRANY having filed with this
Commission its: applicaticn for anthority o inorease
rates or discontinue service.

And & public hearing having been held and
applioant having failed to give suffioient proof of
toe necessity for or right to e discontinuanse of ser-
vice or an ivorease in rates,

IT IS EEREBY ORDERED that thie applvation
be, and the same is heredy, dismissed without preju-
dice.

Tated at San Franocisco, California, this 3_@"‘\

day of Maroh, 1916. /
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