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ZEFORE TES RAIIRQAD COMMISSION
Or TEE STLTE OF CLLIFORNIL

In the Motter of the 4pplication )
0f LUGIST OILL COMPLXY, & corpors= ) -
tion, for sn order revising and ) Application No. 4406.
increazing Lts rotes. )

Iverts and Zwing, by D. S. Zwing,
for Lonlicapt.-

BY TZE COMMISSION:

02INXNION

| Thiz ic an application by sugust b;l Compeny, &
public utility corpoxation engagoed in the business of Sup-
»lying wetor for commercisl use in tho Yidway cnd Sunset
011 Fiolds, Zerr Comnty, for &n order rovising and in-
creas.,ingﬂ-l 1ts Tates for watar soxvod %0 ite thsumez-s._
| | Public besrings were held in Bé.lcersfield on
| May 6, 1919, and in San Mranmcisco om lay 15, 1919, be
fcré*r;’:'}mine: "Bg.ncro’ft’. o | | ”

From the evidenco 1t spmears that applicant was

fncorporated in 1910 fbr‘the vrimary purpose of §evelop--
ing 2nd séﬁing"crudq 0ils thet it lpurcb,ased,th(ea Loase
of the G.M.B. Oil Compeny of 40 mcres of land  owped by

the fox% VWayre 0Ll Company lLocated in the southeast -
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‘qnaxtew of tho souxhéast'quarter oL Section 3L, Township
32 5. Re 24 2., MDuBul Mo, fox whiqh apnlicant pald the
6.M.B. 04l Company 300,000wsh@res'o:'its,capitai S 106K,
the market wmlue bf'ﬁh&czb at thet time, was ten cemts
ver sharc., Thereywqrq~then on tho property two wells,. ..,
one known az Well No. 1, about 1,220 feot deep, the other a3
well No. Z, sbout 1480 feet deep, also ceifain macﬁinery,
tank and pipe lines necessaery for oil-oporations; |
APplicant'thén’procoedc@ to drill fLox oil. 'Well
No. % was begun in Junme, 1910, and qirried %0 2 depth of
1880 feet, at &1 sotusl cost of $25,039.87. 0Ll wes got
gvruck in paying quantities, but & good flow of Wmtor was
found. The compeny then decided to enter tho fiéld_aé.a,.
"water wiility, amd the firzs iales of water were medo that
Zamo yeaxr to'consumers in the vicinity of M@ricoPa; )
Tell No. 4 wae drilled during the yoers 1911 %o
1913 o a depth of lsiolfeet 2% & cost of $8;436.71,;?9r the
purpose of doveloping mcre.water. Tell No. 2 has beenf
atandoned, but in August, 1918, awolicant began overhauling
end déepening Well No. L(which o 0 tha ¢ time hod bean use-
less), fbr"the purpoge oL 0btaining sdditional water. This
work 123 still 4ix progress. | , :
In =ddivlion to the $50,000 worth 0% stock, apﬁlicmnt'
2lso neid $9,2QS.50'in connection withﬂoﬁtainins‘theioriginal

lease, sltpough 2or juet whiet puxrposes the last sum was paid,

or whether.pald in momey or stock, applicaﬁt's_ofﬁicera o

not sppear O know.




The old lease was surrendered and s new lease entor
éd 1nt0 with the Fort Woyne QL1 COmpgny on June 20, 1914, by
weich the amoun'c\'::'o'f. 12pd leased wac reduced from 40 aéres to
10 scres, end the royalty t0 be peid o the Fort VWeyne Com-
pany was reduced frbm 9% %o 5% of e.ppliéant-'s ‘sross‘ sal,‘es oZ
waters ‘ o | | |

A "chorough investigation of apvlicant’s physical
property and records 'we.s made by C. I. Rkodes, one of the
Commission’s hydreulic engimeers; but =38 the or::g_iz'zaiv cost
rocords of applicent are almost eptirely laoking, it vras' |
necessery to esuimete the costof the verious olements. From
the fLigures compiled by Mr.' Rhodes, wh’ich wore uot ¢ontested
by apﬁlicant, we £ind the total estima ted orie;i.n's'.i cogt of
amlicant’s pbysicél proporties to be $184,881, and the
total r‘eproducti.on cogt $282,704. k

Applicant's pumping eicpoﬁses are oxcoedingly high,
kavizg amounted in 1918 to an avei'a'ge of appro:dma‘:eiy" 1.7
cents per varrel. This ic due to the fact that the water
contgii:s & hish worcontage of coluble salt which T ea‘dily':
exystallizes on the walls of txe pines. The vater 1slpump-

od Zrom o deptk of about 450 feet, at 2 tempéi-ature o ap-

proxdimately 90 degrees. As it pasces along +ho maing Lrom

the yumns, tzese salte £form & hoavy inerustetion in the

pipes amounting in a year's time to & thicknesz of mg
three inches, thuys reducing in that time the\‘net'apqrtu:"e :
in & seven inch pipe %0 ayproximately one izch. Teis depozit
13 203t plentiful for the Mrst 4,000 foot £rom ko wolls,
efter waich it 19 not eo0 serious. These pipes hawe to b
cleaned"pnce & yoar, at an average ¢ost of about 9’,5800'.6701-. ‘
The additiona:‘f.‘ prﬁssuro‘abwo the normal required on sccount

02 tkis inorustation on the me i rumming to the higlie‘r dig~
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tricts veries £om zore, wien the vipes ere freshly clean-

od, to 150 'oounds per square inck and reaches 40 pounds per
squaro inokh mmwm on the line sexving the lower d.z.vtric'cs.
Thoso edditionsl prossures noturally incresso tho power ro—
quired. The idea ocowrrod to. the Commiscion thet possibly
much money could be saved by cooling fho water and alléwing

the salts 10 be yrecipitated, and we suggost that the Com=
paxny investigate this matiter carefully. | |

We might here state thnt apvlicant’s books leave

much to be desired sz to the form in which they are kept, -
and we shall expect aprlicant hereafter to kZoep its books

'un{:'lor the wniforn classification of accourts of water cor-
porations, as vroseribed by this Commission.

The water furnished by anplican‘c is used only fo:r
boilexr feed -ourpoc'ow for which it 4z fairly satiofactory.
On account of ite salts it could not, of oourse, be used
‘for domestic purposes. Tho water is, in general, sorved to
Wwo groups of consumers, %hose hav'ine; considéra‘ble cleva.tion
above the plant, and thoge located.at a 1ower elevation than
the plapt. The rate now paid by the Zormer gz-oup is 2%
cents per barrel, und %he rzte paid by tke latter is 2 conts
per barre.:..

In comeidering the invested capital upon. whicb,.
"epplicant 13 entitled o 2 reasonaltle retwrn, we are of
the opinion that the $39,205.50, or its ~equivalent, 'oaia'
for the lease, chould not be included. This mey have been
an eatir ely propoer exponditure i’or ap 04l commany .Lntendmg
o develon oil but. wne'cher it was or not, it oertainly |
would 00t mve boen & nro:per exponditure for & compe.x:y 0

have nede in order 1.;0_“ o'b‘cain_wdc‘er. I::t this connection




weo night call attention to the alteration ¢f the original lease

oy which the royalty pald %o the lessor wag roduced from 9% %o

- . 5% of the giosé‘sales of wntexr. If tho leaze had beon an dgset-
when the ro&alty'w@s 9%,'it hardly stands to teasoh that the Leg~
sor would have reduced this royalty to 5%'aftcr applicant‘héd been
in'operation-as.a'watpr cbmpany for some four years., |

ﬁhe arount expepded.by applicant‘upén well’mo. 3, while
oxpended primerily for the development pf‘éil, would, undor all
the circumvtances; not have been excessive ao.an‘ernenditure for
the development of watcr L applicant nad at +that time been ep-
decvoring to develop wate* inotead of oil. Accordingly, tho
entire ¢ost. o thic woll has beenvincluded as pa;t‘of‘applicant's
canital, usod and useful in the operatioﬁ_of its system.

We shell,tkoen, take 3184,881.00, the estimsted historical
cost of abnlicanf‘ﬁ pryeical properties, os the invostod capital
used in ite pudlic utilaty tusiness. The intorest op thic amount
at 8% per annum‘is-approximately @14,790.00, while the sinkipg'fund
ennnity at-é% comoounded tovalse $5,624.00._

Applicdﬁt‘submitféd & report showing 4ts operating 0%~
penses for the yeer 1918 to. be ¢47'731.06. Its bookkeéping-i°
so for from the standard that the iuema sulnitted by tne combany
- haéd to bhe sub*tantially revi°ea oefore they could be of any value
in this decislon. Several of the estimated pn&rgosvwe:e.,in‘our
opinioﬁ; t00 high snd wo believe th&t-by pxactiding iigid oconony
applicant couid feducerits_Operating eYpONnsos to:approximété;y
$540,000.00. This would rosult.in~tota1 annual’bhaiges és'foilowsi

Interost, - S e e ang 214,790.00

Naintenonce ond onerating co«t, - - - 39 400.00 .

Denreciutaon, ‘ ‘ - 5,624.00

. Total,- - - == m e = 59 814.00"

Apbl;cant'v sales of water 2or 1918 wore l 848 950

barrels,.and applicant estimated thnt its aaleslfor 1919Awould

amount to two million barrels. Under all the conditions:

of thic. cage, we sxe of ihe ‘opinion that no distinction in

rates should be mado betwoon tho so=called high level and

low lovol usors. = We shell, acgordingly. authorizo
Be .




epplicent to incroease i1ts retes a2 set forth in the-fol-' :
Lowing order, wpon a uniform block system for all :‘.té con~
sumers, whick, SO far a3 it i possidble %o forecast, shoul@
result in e gross =mnual revemme %o apglicaﬁ't; of ‘about
$60,000.

Trhe AUGCUST OIL COM:EANY, a public utility corpora-
tion, engaged inm ke business of suprlying water Zor com=
merciel use in the Midwey and Swaset Oil‘.‘?ield.s.' Kern
County, having £1led itz e.p-_olica':i on in the above-entitled
ﬁroceed:!.ns“for ax ordex ;‘eﬂ'sing ond incroasing 11;5 rates,
public hearﬁ.ngs having been i;xgld‘thereon, 'and the Commissioh
being £ully adviced in tho Pre]izes,=-

pusr> COM?.’IIS»SION' LEREBY PINDS AS A FACT that tho
present rates charged by epnlicant are unreas onabl«i _avnd
noncompenslatory,v and tha't the retes hereinalter authoriz~
ed ar’e"juét.éma reasone tle. Desing its order upon the
foregoing £indings of faet and én the further :Eincﬁiings‘ of
foct in the op_midn which procedos this order,-- |

I7 IS EEREBY ORDERED:

1. Thet Au'gas‘t 05,1 Company be, and it is hereby,

autnorized to £ile with this Commission, and cherge its o
consumers on all meter readings after July 1, 1919, the

follow ing rates: |




Winimam : ‘ - 210. OO per month o
nor first 30 000 berrols per, month,- .03 per barrel
wor over 30 000 " om L - .02% n ., on

2. Apolicent shell hereafter keep ite books,
under the upiform ¢lagsification of acoounts of water

corporetions as descrided by ‘the Railroad Commission.

5. Avolicaxt shell £ile, within 30 deys from
vhe date 0f this declsion, four coples of its prOpOQGd

rules and regulations.

' . : , . E;'ff
Dz edvgx den Fraycisco, Califomie, this '

day of /_fzexf.' , 1919.




