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BEFORE THE RAII.ROAJ) COMMYSSION OF THE STATE OF CALIFORNIA.
-000~
In the Matter of the Application of

)
: MIDWAY GAS COMPANY )
to accept and exercise certain options) Application No. 4837.
Yy .
\
[

for the purchase of stock of VALLEY
NAEURAL GAS COMPANY.

In the Matter of the Application of 3

MIDWAY GAS COMPARY and VALIEY NATURAL

GAS COMPANY for authority to execute ; Appliocation Bo. 4838.
)
)

and deliver a lease covering all and
singular the property of such VTalley
Natural Gas Compsany.

Fared How , for applicants.

EDGERTON, Commissioner.

0OPINTION.

The above entitled applicationswere consoiidato& for hearing
and decision. In Application Numbexr 4837, MIDWAY GAS COMPANY asks
permission to purchase the outstonding stock, $400,000, of VAILEY
NATURAL GAS COMPANY.  In Application Number 4838, VALLEY NATURAL GAS
COMCANY asks pexrmission to lease its properties to MIDWAY GAS COMPANY
subjeot to the terms and oonditiouns of the agreement':filoa at the
hearing.

| Both Midway Gas Compeny snd Valley Netursl Gas Compeny ob-
tairn netursl gas from sources of supply in the uidway oil fields. Midway
Gas Company ’tra.nSports its natural gas for distribution mainly in Los
Angeles and vicinity, while Valley Natural Gas Company distributes its
gas in Eern County.  Through the discovery of new sources of aupply in

the -Elk Ti1ls oil fields, the supply of natural gas available to
. -




Valley Natural Gas Company is much greater than, with its prosent fa-
oilities, it oan distridute, while Midway Gas compaﬁy's facilitios and
available market would enable it to dispose of a larger supply of na-
tursl gas than it now distridutes. Tke combininé of the oﬁoration of
the two companies will 6onservo the natural gas supply, decrease we.s-
tage, make possidle a lower operating cost and an added natural gas
supply for distribution in Los Angeles snd vioinity, and possibly war-
;ant the construction of an additional transmission line to Los Angeles, and
will inorease and extend the business of each company. | | '

Applicants have entered into a proposed lease agreoment
whereby the Midway Gas Company will be given poasession of the Valley
Natursl Gas Company propertiea and operate the same. 4 0OpY of the

 1esse was filed at the hearing.  Under this leass, the Midway Gas

Company obligatea itself to pay as rontal $24,160 on January L, 1920,
on July 1, 1920, on Jenuaxy 1, 1921,\%4,025 on Jenuary 1, 1921 apd
$24,160 on the first day of Auvgust and the first day of Februsry in eaoch
subsoquent yooxr during the term of the lease. Widway Gas Conpany
further sgrees to maintain the properties of Valley Natural Gas Company
in good operating'conditionA, to pay to Anglo-Californis Trust Company
of Sen Frapclsco, trustes, om March 15, 1920 $15,000 for the redemption
of certain bends of Valley Natural Gas Compan& due on that date and
$2,850 to pay maturing {nterest, and to pay on September 15, 1920
$2 400 to meet maturing interest, and to advance to Valley Ratural Gas
ccmpany guch additional smounts as may be necessary to pay taxes 0.
rorotect. the franchises, rights and privileges of Valley Natural Gss
Companye

Talley Natural Gas Company reports $400,00C of common
gtoox (4,000 shares) and £$95,000 of é por cent bénas outstanding. 411
of the Stookholders of Valley Natursl Ges Compeny, With the exception
of the holders of two shares, have given or agreed to give optiocns for
the purchase of thelr stosk to Midway Gas Compalye The Midway Gas Gon~

pany bhas aocepteé the options end is willing to pay $201.25 per share

for the stocke. o




Tnder the option agreements, Midway Gas Company is
required to pay £or 1000 sheres of Valley Batural Gas Company on or
vefore October 1, 1919, fof 999 during January 1920 and for 1999
during January l92l. The Midway Gas Company is willing tb Py
$201.25 per share for the two shares on which it has at this time no
options. o

Reports £iled with the Commission indicate that the sum
of §$567,694 has been invested in the Talley Natural Gas comfany Propoer=
tieé. The stockxholders of tho company regard the proPortios.aa a
valusble asset, and it wes only after prolonged negotiation that the
perties were able to arrive at a satisfactofy sale snd purchase price.

The Midway Ges Company ivtends to pay for the properties
frbm its surplué earnings and by &rawing to some extent ﬁpon its depre-
ciation fund. It has no intention to issue any bonds or stock to pay

either in whole or in part for the properties.
T herewith submit the following foxm of Oxder.

0O R D E R.

MXDWAY GAS COMPANY having asked permission to purchase
the stock of TAIIﬁY NATURAL GAS COMPANY snd VALIEY NATURAL GAS COMPANY
having asked permission to lease its properties to MTIDWAY GAS COMPANY,
a public hearing having been held and the Railroad Conmissd.on being of
the opinion that these applications, subject to the conditions con-
tained herein, should be granted;

TT IS EERERBY ORDERED that MIDWAY GAS COMPANY be, and-
it is herebdy, authorized to purchase at a cost of not exseeding $201.25
por share 4000 shares of outstanding stook of Velley Netural Gas

Company, such purchase to ve made puréuant to thq agreements filed in

Application Numbexr 4837. .
T IS EERERY FURTHER ORDERED that VALLEY NATURAL GAS

COMPANY be, and it is heredy, suthorized to lease 1ts properties to
-3




¥idway Gas Company pursuant to the torms and conditions of the aéreoment.
f£iled st the hearing in Application Numbexr 4838.
The authority herein granted is upon the following oon-
ditions and not otherwise:
Lewm Neither the amount which Midway Gas Company is asuthorized to
pay for the stook of Valley Natural Gas Company, nor &s rental foxr

the __pro;pertios, shall be interpreted as fixing the measure of value

of Valley Natural Ges Company properties for rate-fixing or any
purpose other thax the sale of the stock or the lease of the proPér-

ties herein asunthorized.
24w Midway Gas Company shall subzdt to the Railroad Commission for

approval the bookkeeping entrles relative to the purchase of the

gtosk of Talley Natural Ges Compenye
%,- Within thirty days after the execution of the lease herein suth-

orized, Midway Gas Company shall file with the Railroad Commission &

verified copy of sald lease.

The foregoing Opinion end Order are nereby approved and

ordered £iled as the Opinion and Order of the Railrosd Commission of
the State of californis. -
Pated at Sen Francisco, Califoruis, this 30 £ day of

August, 1919.

Cormissionerse.




