AEPR.

Decision No.___ | JDU@' J\MEA‘L

BEFORE THE RAILROAD COMMISSION
OF 722 STATE OF CALIFORNIA.

~w=000m=—

._»Zf7:jg>,";;10ﬂ ucisiad

VALLEY FATURAL GAS COMPANY,

Complainsnt,

VSe Case No. 1009,
MIDWAY GAS COMPANY,

Defendant.

Jogseph Heber, Jr. for Complainant.
O'lolveny, Stevens & Millikin, dy
Sayre ilacNeil, for Defendant.

DEVLIN, CommissionoT.

QPIXNION.

The issue raised in this proceeding, f£iled with the
Radlroad Commission October 9, 1916, which was initiated by the
complaint of Valley Netural Gas Comvany sgainst lidwey Gas Com=
pany, bringe into question the rights of Midway Gas Company to

. distridute matural gas in Xern County, prarticularly that porition
of the county known as the Midway 01l Iields.

The complaint alleges in effect that Valley Naturel
Gag Company and {ts predecessor, Californis Natural Gas Come-
pany, ic zow and hae been gince prior to the effective date of
the Public Ttilities Aot erxgaged in transmitting, distriduting
axd selling natural gas in that portion of Xern County lmown as
the Uidway 01l Fields: that defendant, llidway Gas Coxpany, is
a corporation engaged in the business of selling nmatural ges in

the town of Glendale, Los Angelez County, and other places south
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thereof, and except a5 to the instance which it made the basis of
the complaint, ssil iidway Gas Company 13 not engaged in the business
of selling gaa iz Xern éounty; that the distridution mains of conw
rlainant are within approximetely one mile of the propertles of
Anerican Oil Fields Compsny in Section 36, Downship 30, South Renge
22 Zast; that compleinant hes offered to extend its distribution |
Pipe lines to the said proporty of American 041 FPields Conmpeny and
To supply the 0il refinery of that company witz natursl gas at the
established rates of complainant spplicsdle to gas supplied by
complainant in sald Midway 041l Fields; that complainant is informed
ané vellieves that within ome month past defandant has commenced
supplying gas to said American 011 I"iolda Coxpany at sald rofinery
and that defendant is now supplying and threstens té continue to
supply na.tux;al gas to sald American 041l Fiolds Company; thet de=
fondant haes never applied for nor obtained Lfrom the Commission a
cortificate of public convenience and mecezsity to supply or serve
natursl ges in +the iidway 041 ILelds or iz any territory supplied
with gas by complainant and that defendant has never establiched
por has it Ziled with the Commission & Schedwle of rates for the
gsle of gas 1in said territory.

The compleint further alleées that defoxdant 13 oxngaging
in the dusinese of selling g8 in the Midway 01l Fields is pro-
ceoding in violation of the law and that public convenienso and
necessity 4o not require that delendent 3upply ges to sslld Americen
041 Fieldée Company or ot all in 'thp 18way O&.l Tselds.

' Compledinsnt aske that the Comission restrain Midway
a8 Company ZLron sﬁpplying ges to the 3ald American 01l Fields
Company or t0 axy person or place in the Midway 04l Fields.

The asnswer of defendant donies all the mstorial allegations

of the complaint and specificelly denies that Midway Gas Company

2,




~ hes commonced to <Supply or has suppligd st all, or that it is now
gerving or threatens %o continme 1o supply gas to American 01l Fields
Company. _

The facts in the case, as disclosed from the evidence,
appear to bo as Lollows:

CaliZornie Natural Gas Company, the predecessor of Valley
Yatural Gas Companjr, coxmplainant herein, wes organized in 1910 and
conmenced supplying natuwral gas in wkat is mown as the Widway 011
Filolds. This was shortly after it was demonstrated that natrrsl
ga3 oxisted in commercial quantities in Xern County. Theretofere,
natural gas hald been viewed by the operators of oil proverties
norely in the light of an gdditional obatacle in connection with
the dovelopmant of o1l wells in this district.

The trancmission meins of this company were subsegquently
oxtonded to Bekorsfield, whore gac was wholesaled to the local &is-
tridbuting company, and later further extended inmto the Zern River
011 Fiolds. Gas was wholosaled to the companies supplying Taft,
Yaricopa and Follows.

In May, 1916, tae ssle of the proporty of Californis
Natural Gae Company to Valley Natural Gas Company was suthorized.

In 1911 the iidway Gas Company was incorporated for the
purpose of constructing & transmission mein from lidwey Field to the
city oZ Los Angoles, which was ‘oomple'teé. and put in oporation in
1912.

O April 25, 1913, this Commizsion is.sued an order declaring

that public convenience =nd necessity would require lidwey Gas Com-

paxy "to construct & pipe line from the Midway Gas Fielde in Kern
County to a point near the city of Los Angeles” and graatod por-
nission Mto exercise franchises heretofore granted to it by the
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fhe fraanchice for Xern County auntaorizes azs f£ollows:

"To lay end construct and for & period of forty
years maintein and operate & pipe line systom 40 be com-
posed of not more than threeo Jovarate lines 0Z pipe for
“he purpose of carrying thercin ¢il, zatural ges or arti-
ficial gas glong the route and wnder an along those cor-
tein portiorne of roads and highways within the county of
Korn described as follows:™ (Here is insertod description

2 route 02 38id transmission line).

Thie linec hes boen operated continuously since itz com-

pletion supplyicg gaes To0 the metropolitan distriét surrounding *the

city of Los Angoles.

In 1916 iéway Gas Company executed a wwntract with
Genoral Pipe Line Company, wheredy it agrecé vo supply the latier
with natural gas Sor ite trensmission line for use 4in the pipe
lire compeny's olil pumping stations. The oil »ipe lins Lollows
<ho seme gemersl route a5 thst of tho gac iremsmission meing. Two
of thesc stations are located in the iifdway 01l Pielde.

Californie Netwral Gac Company wrote the Commisaion in
conmection Witk this service =tating that wkhile they Bellieved 1%
constituted sn invasion of torritory thoretofore exclusively supplie@
by them, %hey would not oppose 1t owing to the peculiai‘cbnditione
tader which service was iendere&, providing such failure to compiain
should not be construed o8 acquiescence in any further service vy
Kidway Ges Company in the ldway Ficlds.

In August, 1916, tho comstruction of a pipe lino was
commenced from the main gatnering line of llldwey Gas Compexy in
Seetion 20, Eownshiijl Soutkr, Renge 23 Bast, to the refinery of
smericen Oil Piclds Compeny loceted on Section 36, Towmenip I
South, Range 22 East, in the Midway 01l Fields, Zor the purpose
of supplying gas to the latter. Im order 1o restrein Midway Gas
Coupany Zrom furnishing gee to American 01l Flelds Company, the

complaint herein was fLled.




It appears that in August, 1916, Midway Gas Coxpany con=

summated an agreement with E. L. Dokzeny in accordance with which 4t
world supply ges to Amerlican OL1l Fieclds Compexy aufficienx for tho
latter's requiroments, suck service, however, to be secondary to
that of Midway Gas Compexy's other consumers and sudbject to discon-
tinusnce, if necessary. It was sgreeld further that such delivery
02 gas should terminete December JL, 1916, and a2 coﬁsideraxion'
therefor Dorexry should later return to lidway Ges Compary, 88 re-
guired, an egual gmownt of gee fronm his welle on Section 3, Towa=
ghip 31, South Rarge 22 Zast.
This proposition was valuable to iddway &Ga3 Coupany be~ -
.cause its normal reguiroments for the year 1916 wore estimated to
56 less than-the combined contracfual minine of its several pur-—
¢chasing agreements, nonce it could dispose of considerable gses
witzout sdditional cost. K Thle errangement from the Miidwaey Com-
vany'e staxdpoint proyi&eé & means whereby, without cost to 4it,
a large volume of ge2 comld in effect be ztozed for future use
s it might regquire. Tﬁe advantage 0f this contract to lir. Doheny
was that it afforded a medium wheredy through tais interchange of
gas, ga3 mizht in'effect be transmitted seversl miles, without
cost to him, from his welle to the rerfinery of Americen Qi1 Fiolds
Company, in wkich he was eithor interested or uuder odligetion
to supply with gos. '
Defendant pointed out thoe saving whick woxld result
to 1t from his efrangoment in stteupting to Justify ite sction.
While such contention might properly deserve consideration in an
gpplicetion for & cortificete to supply gee in this torritory
4%t 48 not relevent to the ieéues of this proceeding -~ the legal
rigat of defendént to supply gae in the xamner heretofore'deecribed
without securing suca certillcate of public convenience and

n6ces8itye.




It eppears further that et the time this contract was
exocuted complainant, Valley Natursl Gas Company, although willing
0 supply thiz dusiness under its regular rates was unable to do 80
owing to wnexpected reduction in pressure of the welle from wihich
it was drewing, and & lergely increasged demand on its systen due
to drilling activity. This chortege of gas available to complainent
ka3 existed continuously ix verying amounts since prior to dugust,
1916, snd it was the opinion of Mr. J. F. MscManon, General Mansger
of Valley Xatural Gss Coupany, thet 1t world continue wntil the com-
plotion of the Standerd 0Ll Compeny's compressor plant, some time
in Jenuwsry, 1917.

Comnsel for complainant indicated willingness that this
service might ocontinme without farther objection providing it should
e definitely cnd finally terminated Decembor ZL, 1916. Defendent
wowld mot sgroo to So stipwlate, desiring instead to retsin the
option o continuing the service beyond this date providing it had
the legel right to &o so. IZowever, . A. B, Macbeth, Goneral
Manager 0f Midway Gas Company, stated thaet it was dofondant’s ine-
tention to discontinume %his service on December 31, 1916.

Dofondant contonded +that it hes a legal right to =upply
thie service, basing ite argument on the following grownds: Pirst,
'tbat the supply of gas to American OLi1 Filelds Company mndexr the
conditions heretofore described did not comstitute & sale of gas
by it but merely represented an interchange of gas betwoén two
producers. Second, that defendant hes received & franchise Lrom
the Supervisors of Xern County to construct and opergte a syetom
02 gas meins, that pursuant to the provisions of the Public Ttilie
ties Aot it acquired = certificate of public convenlence and nec~—
essity to exercise rights gbhanted by said franchise, that a Lfurthex
certificate wovld be roquired, sccording to Section 50 o2 the

oublic Ttilities Act, oxnly if it shounld make an eztension oL ite

' "1ine, plant or system” and that supplying & consumer who takes

e/}
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the gas directly from its mains, world not constitute cuch exe

tension of its systeom. Ihird, that at the time this service was
commenced and since then continuously end uwatil the hearing of
this matter, complaimt wae without a sufficient supnly of gas
for its other consumers, and a3 a reéult wag uaneble to supply
Apericen Oil Fields Company.

I am of the opinion that the position tekon by de-
fendant is legally wntenable for the following reasons:

Discussing the first point: It was established Dy the
evidence in this case that defendant has had no dealings directly
in this matter with the wltimate cozsumer, American Oil Fielde
Compeny; that its only compensation or ges supplied American Oil
Fielde Company is ax equal amount of gas to De delivered in the
fotwre by E. L. Doheny, and that . L., Doheny is selling this gas
+0 Americen 0il Fields Company. From the foregoing it apperrs that
E. L. Doheny is selling gos in Midway 0Ll Fields without having
obtained s certificate of public convenience and necessity; that
defendant is supplying B. L. Doheny with gas for resale, snd {that
neither Dokeny nor dofondent has a legel right to furnish gae
under these conditions. The fact that the comsideration for the
supply of gas by defendant to Tonony i3 not moxey, is xot con~
trolling. The effect is the sams on both defondant snd complainant
as though money were actually pald defendent for this gas. Com=
plainant is deprived of this business and defendsnt eventuaslly
18 paid in money for enm equel emount of ges. |

Considering defondent's xecond point: Niethor dofendant’'s
franchige in Korn Comnty nor thnis Commission’s declsion granting
1t 2 sertiZicate of convonience and necessity eutborized the deo~
fandant to sell or distrivute ges in Kern:County, but merely to
transmit ges from the Lielde for delivery to Los Angoles, conse-

Te




guently defopdanz would be reguired to obtain amotiher ceritificete
before it could 20 Sell or distridute. I sam convinced thet do-
fendant's interpretation of Section 50 of tho Public Ttflitiez Act,
by whick it sssumes that a utility cen take on consumers even
though they are loceted within territory exclusively supplied by
another wtility, »roviding that in 80 doing it doeg not extend its
phycical plent.or system, ie nov proper. Ihe intention of this pro-
vizion of the Aet iz clear - t0 provent unregulated extension inte
territory alresdy served. Vhen deZondant was granted the certificate
of public coavenience and necessity heretofore montioned, it statel,
in compliance with the Commission's regwirements, that 1% woumld

come in competition with 2o one in the terrltory for waickh a cor-
tificate waz askxed. A% thls time Californiauﬁatural Gag Company,
the predeceszor of complalinant, was supplying gas in +the Mddway
Fields. Obviously, thorefore, Midwey Gas Compary could not at

thot tize have contomplated service in the midﬁay-?ields. The

mere fact that the consumers Supply the funds necessary to con=
struet laterals into new teoryitory certainly could not operate to
reliove the supplying utility Lrom the obligation of obtaining &
certificate of convenlence and necessity. I believe thet the

word "systen” a3 used in Section 50 of the Puﬁlic Ttilitles Lot

nas o broader meaning, a2 used therein, than the construction
placed upon it by the defendant. In my opinion 1%t includes the
entire service of the utility and all the paysicel fecilities
which form the medimn for thig cervice, irrespoctive of the con-
dition that ommerzhip of 2 portion of the »lent may be vested in
“he conecumer. If defondant's position in this maxfer wore correct

a utility could evalo regulation and by the mere Juggling of titles,

acconplich indirectly that which 1s not legally pormissible by

direct'means.




Inedeguecy of service on the pa.rt of the uwtility suprly-
ing & given field, whether it be temporery or continuing, cortainly
does not Justify anovher utility in entering that territory without
authority from this Commissioz. Suck a cozdition would be entire-
1y relevant, however, in an appliostion t¢ enter this territory.

L am of the opinion thet defendant has not tho w»ight
to supply gas to Americen 01l Fields Company in the Midwey Flelds.

I recommend the following order:

VALLEY FATURLL GAS COIRPANY having heretofore filed its
com;oldint herein alleéing that lidway Gas Compeny hed, prior thereto,
comﬁenced cupplying gas to Americaxn Ol Flelds Compeny in terri~
tory served by complaeinent prior to the offective date o2 the Public
Ttilities Act, and alleging that defondant, Midway Gas Compeny,
had not provioualy secured a certificate of public convenience and
neceseity authorizing it to serv/e g&a; ‘in s;*n;:. jtorr’;.gory: ’a:ng do-
fendant heving enswored complainant's complaint, aud theroafter
2 hearing having .been held in the premises, and the matter being

subnitted and now ready £Lor decision,

" And tae testimony introduced by the parties at said

hearing being a3 set forth in the opinion preceding this order,
and i'q appearing therefrom that Ulidway Gaz Company has not 2
legal right to serve gaz in Xern County and particularly in the
Diway 011 Fields xmor a legal »ighat to supply directly or ine-
directly the American 01l Fields Company end that in so doing
it is proceeding in violation of the law,




IT IS EEREBY ORDEZED that Midway Gac Company discontinme
the supplying of gas to customers in the Lidway 04l Fields and
particulerly to E. L. Doheny and American 0Ll Filelde Conpany oz
or before the 15th day of Jume, 19217. |

The foregoing opinion and order are hereby approved and
oxdored Liled a3 the opinion and order of the Railroad Commission
of tre State of Californis.

Qqé&wbated at San Francisco, California, this ey of

y 1917
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Hlprdndns .

COmmissi one:a‘.




