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OR. 
Deoision No. • -----

:sEFORE mE :RAILROAD COlliMISSION OF THE. 

STA'::E OF CALIFOPJUA. 

In tne matter of the applioation ) 
ot r.RADERS OIL COMPANY for aut~- ) 
or1ty to in~rcase rat~s or dis- » Application 

No. 2060. cont1xmeser'V'10 tt. .) 

" 

li. V. MoQ.U1gg for app11oant. 
1'f'I •. 

James M. ~rke. of ~berson, Burke 
and Lamberson, City Attorneys of 
Coalinga" for City of ~oaliDga. . . 

G. w. Satc~ell tor Coalinga Gas and 
:Pow er Compe.nr. 

l!orr1s M. Ferguson for Cioali:cga :e1pe 
Line C'omp~. 

OPINION --_ ... _--

!rD.1s is an app11oat1onaf ~ERS OIL <:Ol!-

~. a oorporation, for auttor1ty to tDDreas9 tn& 
rate obsrged by it to tho., C:oe.J.inge. Pipe Line Company 

or d1~ont1nn& serv~~e. 

App11oent.1s the owner of the Southeast "~r­

ter of the Southeast ~artE)r (8m!4 of Sn!4) of Seo-
tion. nurt;y-five- (35), !rownab.1p Twenty (20) Soutb.." 
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Bange Fourteen (14) :East M. D. B. & M. in th& C:oal1nga 

Oil Fields, upo~ w~10b. is looated ~ oertain gas well 

drilled by one B. I. Potter. at that time a leasee o~ 

~aders Oil Company. 
During the 

low oil wells were drilled, which yielded oil in suo·h 

small amounts that th&y were ~protitab18. In the fifth 

well, while- d:r1111llg for oil .. a gas well was brought in 

Oll or about tb.e 18th day of Ootober, 1915. at a depth of 

508 feet. ~e open flow capaoity of tnis well was ap-

proXimate17 3,000.000 oubio feet per day. In Maroh. 

1914. the 8~t-1n pressure was 80 pounds per square 

inch. The estimated de1iverr under 20 pounds discharge 

was from." 100· .. 000 to 1.50.00.0 O'ub1c feet per day .. 

For the purpose of dia:pos1Ilg of this gas. Mr. 

Potter organized the Coalinga F'ipe Line a:Ollp~ .. wb.1crb. 

was illO'or);lomted under tb.e laws of this state on OC'to-

ber 27 .. 1913, for the ptU'pose ot owning. operating, 

lee.BiXlg and oontrolling one or more pipe lines to carry 

on the business of oonveying oil,. gas" or other produata 

or by-products of the oil or gas whioh mAY be oonveyed 

by p:S:p$' J.1l:.e-, and for tb.e Ptl.rl»se- of marketiDg mil sell-

1%28 same. 
~b.e 8.utb.o.r1zed oapital stook oonsists of 

20.000 shares With a par value of $1. eaob.. .No abarEte 

bave been issued ex:oe:Pt one to eao b. of tb.e three d1-

reo~o:a. From the testimony in tb,1e oase it appears 

tb.a.t 'tb.e present owners of th e o.oaliIlga Pipe Line aom-
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P8ll7 did not invest arJY mone~ wlla tev,er in the venture. 

The oapital for the construotion' of th e gas line- w,aS 

furn1shed by the same parties who tinano ed :M:r:. Potter' s 

011 operations. The Coalinga P1pe Line ~ompany is onl7 

anO~b.er legal entity for M:r. Potter and hie aesoctia.tea 

a. less8es ot the ~ad&rs Oil aompany. 
On November 6 .. 1913. tb.e 198888'8 of tb.e Trad-

era Oil a.o~ entered into a aontraot w1t~ the Coalinga 

Pipe Line Company" under the terms ot wb.iob. oontraot the 

1e88$88, agreed to sell •. ,atl:d the C:oal1ng.e. Pipe Line 0011-

pany agreed to bUl". all the :ce.ttiral ges- pr o duo 8d on the 

'tract of land hereinabove desoribed at a rat@t of eigb.t 

cents per thousa:od cubic- feet tor all gaa sold to oon-

sumers at a rate of 25 oents or more per thousand oubiC' 

feet. and at a rate of 4-1/2 (tents per thousand oub1o' 

feet for all gas sold to oonsumers at less t~ ~5 

oents. per thousand oubic feet. The oontraot fUrtb.er 

proVides tba t Coalinga PilJe Line I:ompany will oonstruot 

a two and one-b.a.lt (2-1/2) inob. pipe line to C:oal1%lga.. 

instal~ a oompressor. an ele~triCt plant of the neoes-

sary oa.pao1ty. and all servioe pipes to alloonaumera 

within & radius of five miles from tile well in all 1n-

stanoeB where the gas bills of the proposed consumers 

w11~ pay for tile oost of iXl8talling said servioe w1th-

in & period of one year. 
After Davillg r eoe1 ved a 0 ertifioat e of pub-

l1~ ~oDVen1eD08 and neoessity from this C~mm18s1on. 
. -

(!(IeJ.1nga Pipe Line C:Ompany proo-eeded to oonstruot &. 



2-1/2. inch pipe line l7.500· fe&t in lengtb.,. and trsnsm1t 

t~e gaB to tne City of COalinga. where it sold its"gaa 

at who18881e to the 100al distributing ~ompany at a rat~ 

of 30 oents per thousand oubio· teet. ,The requirements of 

tb.~ distributing oompa:oy average about 800.000 oubi<t fe-et 

per month, oorreepond1ng to 8: max1mum dally out-put of 

35,000 crubio feet. At the present time the well. oan pro-

duce bu.t slightly 1n ErXC'9SS of t'b,is amount. 

~e- LeSS9&8 of the ~4er8 Oil Comp&l'JY .. soon af-

ter the exeoution of tb. e c:ontract of the CtoaliXl.g8 Pipe Line 

Com:P6nY and the distributing oompan;y at CoeJ.1nga. failecl to 

:tul..fUJ. the drilling req:atrements of t h91r 1e88&. Itthere-

upon :tor~e1 ted the lease and !a'aderB 011 Oompan;y took pos-

ae8810n .of the prope-rt;r and C'ont1nued to S8"8 the- Coal1nga 

Pipe LlIle a.4mpallY wi to. gas for app·rox1ma. tely 81% weeks, wb.m., 

diacoverlng that the gas might be U88d to greater advantage 

tor their own fuel purposes, tb.ey the~pon threatened to 

disoontinue serv10 e to tb.e C:oal1xlga Pip& L1n~ Company on or 

about DeCtember 4, ~915. Upon being adVi8&4 in the matter. 

the Commission informed th~ otf1ciale of ~ader8 Oil Oom-

pany that they (tould -not legally di8¢ontinU& gas BerviQ~ 

Wi tc.out baVing been granted p ermiss10n to do 80 after a. 

formal heartng before tne Railroad aomm1ss1on. 

to! well in qnestion for fuel purposes a.t their water 
pmnp1ng plant, wb.1etb. lllant is tee onl7 suppli of: 'We-tel:' 

tb.e Ooalinga Field. ~e gas· Q"ould 'IlII.doubtedly be put 

tQ aU8~ more profitable to th& applioant heretn t~ the 

on~ to wb.ioh it 18 now being put. 



At tb.e b.ear1118 in Ooalinga on Feb~r;y 16, 

1916, and at the b.earing in Loa .A:ngelee, on February 

24,. 191.6, applicant failed to nbra1t any ev1dellO'f!t in 

support of his applioation otb.er than' statements tbat 

the gas was most vallBble to the ~ader's Oil crompaxq 

for fuel pUZpoaes. and that t~ey 8hould,t~ere~or~, b~ 

allowed to'disoontinue the servioe or to raise tb.~ 

rate 80 tb.at tee net return on the gas sale8 woul4 

equal the amo'Dllt exp eM ed by the-m for hal o:tl at 

the1r water plant. Applioant's leasee tbrOugn 1ta 

oontrac-t Wi tb. tb.e Coalinga Pipe Line C'om~ and t~. 

Ctontnot of tb..e latter oOmpEu1.7 in turn w1tb. the C:oa-
t ' 

lings. Gas and power Com:,pSJ:lY has ded:tO'sted tb.e gaB 

f%om t Ilis wall to tb.e pu.blio use. 

All tbree of t~ese oompanies are beyond 

question. publi0 utIl1t1es, as defined by the pUblio 

Utilities Aot. Althougb. applioant booame a publ1et 

utility tb.rougb. the oiroumstanoes b.ere1nabove set 
. . 

forth rather than ohoioe, this COmmiss1on oannot be 

expea-ted. to relieve it of its publio ut111t 7 obliga-

tions or al~Qw tne di$eontinu~e of t~e supply of 

tl1e val'Ql3.ble oommodity to the inhabitants of tb.~ 

City of Coe:11llg8 by tb.e bare statement tb.e.t the own-

ere. of such commodity desire the same for tb.e1r own 

USe'. 

In regard to tb.e re.ieG in rates. applioant 

has not shown that the desired ino:rease 1s just1~1ed. 

3'r1denae b.as not been 1ntroduo eel upon w b1e h th e O:om-
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mission oan determ1ne either the coat or value of tb.ia 

service. In order to determine w~ether or not an 1n-

o-rease in ra tea is ~uetil!.1e d, tht;! O:omm1s aioll should be 

supplied with intor.mat1on regardtn8 the original cost, 

present value, probable life of the p~s1cal property. 

expense 01 operet1on and fUrther deta1ls regarding the 

value of this service both to ~8derB Oil o:ompany and 

to the present recipients. 

~~e COmtliesion would not be justified 1n b8.s-

:1ng natural gas rates on the fluotuation prioe of f'u.el 

oil. At the hearing oertain faota were- developed, 

wh1oh. while Ullll80aS88.ry to the deoision. herein. ab.ould 

be noted. The,. are as follows: 

First. it is not at all UXlCertain but that 

the well oU be oleared of water end made to prodtCe 

sufficient gas for the requirements of tb.e C;ity of 

Coalinga, and also aupp:1.7 ga.a to the applioant for ita 

fuel purposes. Suoh a oondition would obvia.te any ne-

o-ess1t,. for d1sO'ontinuanoe of service. A.pplioant here-

1n eould undoubtedly materially reduce b.1s fuel cost 

for pumping br the installation of mor~ ef!1~1ent equ1p-

ment. 

LaStJ.y, teat1moll7 in the aas~ indioated that 

the C·o811:cga. Pipe L1ne· C:omps:c.y. with an investment of 

approximately $3,000., is deriv.i:lg a. re~enutt ther~~m j' 
" 

of e.pp:rox1:mately $.2 ,400. per Sllnttm. It may be that 

tney ar& reoeiving more tban their just share from the 

:88.1e of the outputs of the gas well on the applioant's 

property. Rowever, this matter is not now before the 

COmmission.. 
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, ~& are of the op~1on that applicant has not 

shown either a right or a neoeas1t.1 for discontinuing 

tb.is servioe, 'nor has it 'supplied tl:.e Commission with. 

suffioient information to ena.ble it to determine wb.etb.-

er or not an inoraase in rat~s is justified. 

U applioant is of the opinion that suffi-

Q1ent gas oan not bo obtained for both uses, or t~at 

they aX'&' entitled to an adjustment er raise of rates, 

it may asa in bring t bo1s Ina tt<:'r befor e tb.e Oomm1s sion 

and prese.nt evidenoe along the lines her~1nabove sug-

gested., , 

ORDER -- .... ---

TRADERS OIL COMPADY 1w:v1llg filed with this 

Commission its: ~pp11cat1on fer autb.ority to inOreasfJ 

rates or diseontinue servioe. 

And a pu.bl1O' b.ear1rlg b.a v:1ng been held am 
applioant having fS1led to give sufficient pl'Oof o~ 

tbe neoessity for or right to & di8QOntinn8n~e of ser-

vioe or an inorease ill ra te-s • ' 

IT IS RE:eE:BY ORDERED tbat this e.pp~at1on 

b~, and tb.e same is hereby, dismi8sed without pre~'D.-

d1oe. 

:Dated at San Franc1soo, aal1forn1.e., th18 2..q~ 
day of l{8.rttb., :L9l6. 

... 
.... ' 
'/ 

Comm1e81onere. ' 
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