T \ .r‘.‘ \.
[N
ul
BEFORE TXE RAILROAD CQOIISSION CF TEZ STATE OF C.P.;..IFOP\IA

City of Ontario, n municipal )
corporciion, )

Complalnart
3 Coso No. 453

torio=Upland Gas Company,
B cornoration

)
)
)
),
)
)
)
)
)

Isazc Jones Zor Complainant

Avery and Fremch Zfor Defendant.

ESHLIMAN, COLISSIONER.

'l‘hé complainant in <his caso allcges < :z".'.. tao rutes c‘:.:;ged for
gas suppiiod oy Ontario-Upland Gos Company o “he inhaditants of tao Civy of
Ontario aro unjust mnd unroasonable ané requects that this qomisaiogx ostubliizk
fodir and equitvable ra‘ce- at wh.c.cn cuckh gas gkall be sold,

' Ci':'.y of Cntario 43 a municipal corporation of the sixth clzss
kaving beer incorporated under goneral laws in in 1891. On July 29, 1913, 2t an
oloc'.‘.ion.-v duly called and held tho City of Omtorio voted noﬁ %0 rotadn ito nowvers
of control over ceriain classes o7 pubdlic utilities nnd 't.'aoroaf'r_.or, as provided by
- law, toe power ¢f control over 'tne Gofondant compuny wao vos.od in this

Com:nisza.on.

0n August 28, 1913, +the board of trustoos of tho City of Ontarioe

4377 ON wolerReq

pao00d & resolution mwthorizing Yho prosont action and subcoquan'tlff, on Septembor '

-2, 1913, tho complaint In 't.hi.. ca.mo was duly 251ed wi ':hq'Coizmiazion.
Tho Zraanchise undor which gas is now baing distriduted by <ke
dofondent company ixn the City o2 Ontario was zroxtod by the board of “rusteos of

52id city by Ordinance No. 190 on Mares 2, 1909.




This frmnchiso provides Zor a gross rovemue tax of 2% %o tske
offoct five yeors ‘rrom 4ho dato of grant. Tho offect of such tax uporn future
exporaes has beor considered,

| Ontc:io-ﬁélzmd Cas Compony was Lncorpoarated oa Uarch 213, 1909
with on authorized capital of 5100,000.00 divided 4nto 100,000 shares of $1.00
ozch. 0f “ho authorized caopital stock 2% mppoare that ol lewst 83,995 sharos have
boon Lssued a3 :ollo;va:

21,524 snores nllotted %o '
subseribors @ S0 per sanre $ 10,762.00

Sharos to priginel cubscribors
@ 5..00 per chare

shares allotied t¢ J. R. Andercon:
on busis of 504 por shore in pars
payuwent for suppiying and erecting
plant and laying street mains

25,000 sharos ollotted as Zully puid
to J. B, Andersen , (Free)

38,995 Shares $ 32,000.00
The differsnco bot'boon “ho cask or other ¢onsiderstion ro-

coived on the above issue of ‘*cho 28,995 shcros of capital f:'.‘.ock 2ad the par
value of the 8%0ck 56 issuod amounting ﬁo‘- $56,995.00 45 carried on the books
as "Coot of Franchiae”, |

~ The authorized bonded indebtodnoss of defondont company 4o
$25,0C0.00 end this eatire amouzt has boor iccued axd s3lottol 4o J. R. Andersen
in pert poyment for supplying und erecting vhe gus piand iz the City of Ocierio
cnd layicg stroet maine ia Coiarlo and Uplund. The donds boar intorest at 7‘/.

sad are redoomsblo oz Juse L, 1921, at por. The L3sus is secured by m certain

Trust Dood waick however does 1ot coniain any arrangesorts for the rodempiion of

the donds, zor Lag defondaxt company made any provision :'"or payinc, ‘hem off b
Bardiy.

It will bo noved that the totzl par Zace value of ostocks oud
bonds deliveroed %o J. R, Andercon in payment Zor ﬁo gas plant und distriduting
system ncquired by +he Ontario-Uplund Gas Compuny Was $92,446.00, nlinougs
42,446 crorosc of stock, s abdovo noted, wore allotied 1o said J. R, Andorcon on

tho dasis of 504 per share und 25,000 shoresz in addition appear %o have_bbdn in




ko nuture of a bonus. This will clecely corrospond 6 the valuo of tho plant
ond street mains acquired oo carried on +ho books of tho company prior tb
Decombor 1912, |

Servico iz bnturio wars insuguratod in July 1909 and alnco that
date dofendant has boen comiinuously ongaged in the meonufpcture of gamiend its d.i_a- ‘
1r$.$ution in no lncorporared towns of Ontarie and Uplazd. |

The gus manufacturisg nlant of | ':Hé dn‘;ario-‘«:’pland Gdg’Co:npany’
40 located in tho outakirts of the City of Onbario mad comodsts of Two 4 foot
Bodls oik g;as gonorntors with the necessary scmb‘oors, purifiers ond accessory
oguinrment. The rated oultput capc.c..ty of %ac plmat is 20,000 cubic 'oo‘t‘. ner hour
 but the actusl maxinmum daily capecity probably does nst exceeld 12C,000 cudic feet
0% gas. The sitorcge oquipment co::.si?ta of one 30,000 cudic foot (capacity) steel
aoldor. The nrosent ourifier capacity spposrs to deo in#doqua‘co mﬁd provisian 1o
LOW bo.mg mude to irstsll an addi'ciomlumt with vecessary piping m«:n/ will ineure
' camp..ote purification oven wit h 8 largoly increasod outpute

Tho nn::im daily demand on “the manufacturing plast has n0%, up
to {tho present time, exceedod about 90,000 cubic feet anrd inwﬁmuch as e presont
g_,onorator cape.city is sufficient to <ake care of double tkis mwdmu:n demand 1t will
be eviden‘ that with increused purifier copacit tho plant skould be a#:;lc fon the
adsds of -.*.ho werritory uorvod wotdl +ho dadly domsnd for gas has increased 100%.
e solder ca.paci ty while only sufficlient %o carry the maad.mum dommd for a Zow

aowrs in the evont of the plant oeing ontirely disabl od 45 thoubnt 4o be amplo be~
canrco the posaibiAty ol bova gozorators bocomo mopor*tivo et tho somo time Ls
VOry remotcs .

2o gas 13 generated Lztermitiomtly, purified and stored iz the
nolder at about Zive imch (wator) preccurs, waich is sufficient to ;adntedn an
cdegquate prossure at consumers moters exceypt during the threo dally poaks when it
is nocesoary 4o operaio a small boostor. This doostor rulses tho pressure al {he
plact 4o abeut fifieen ixchos (weter) mad serves 40 componsato fof the drop in
pressure due 1o tae hoavy demands over the poak poriods.

Trom the plant ‘e gas Lo transmitted through o cix inch mein

4o the distribution center Ln Ontaric from whore 4% is distributed %o tho various
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consumers tarough five, four and two inch latorals. Tho six Lnch transmission
2adn L5 continued in a northerly ciiroc:i.on {0 tho town of 'dp'.‘.und Yoing tied in
wth o four inch loop lire b mbout the rorthors lizits of Ontardo ned a similar
system ?f dldstribution latorsls has beon Laid in Upland, Woere possidble all malns
ant la‘tor:la have boen in.id in aSleys o avoid oubsoquon‘t. puvﬁ.ng oxponsd and tho
ontire plant appeers L0 bo In excellent oporating condition.

As %o tae quality of the gao producod at thoe Unvario plont no
rellablo data appears to bo available. No sualysis haz boen mado %o determingd
“ho composition of and impurities iz ke gas cud 10 tezts have boen Zado 4o acortain
tx ealorific va.?.;w.

Zondact company now has Ln gservice come 7L metors of wsica

about TOL are comnectoed with tho Onmtario distridution syotem nnd spproximately 30%

vh +he distrivution system ir Uplaund,

The gas sold during the year 1912 was about 17,060,900 cubic

foot and 9,137,300 cubic. f00% Quring the first.oix montas of 1913. . Assuming

that the sulos duriag the your 1914 will be oqual only %¢ double tho ses dolivared
during the .'.'.ira".:'hal:‘ 02 %tho yoor 1913, tize %otaul solos duriné; ‘a0 yoar 1914 will
e 13,274,600 éu‘oic foe';. Taxing into éomi?m*a.‘.‘.ion the fmct taet <he soles Gur-
ing the first helf 6f 1913 cid not show the normal incroase, sh0 busis usod will

give a vory. congervative eotimato of the prodable amount oI zas whicc will be sold

dur.mg 1914,
ho pro.on* rates of tho Ontario~Tplund Gas Company ac filed
with this Commiasioz oz Moy 16, 3.9..2, and which apply u.n:.'ormly %o «ll territoery

:ervod oy dofendant inciuding vhe City of Oxtario are as ..ollovs..

81.75 por thousend cubi.c Toet osudject Lo a discount of
25cconto per tnousand cubic oot L2 bills are poidd on or belfore the
15%h 67 tto mortk iz vhich +ho said bill is rendored.

ALY ilXs Zor 5,000 cudic feot und over ¢I gos con-
sumed during any one month are subject %0 the Tollowing discounts:

5,000 to 7,500 cu‘oic‘ oot 5 percent
7,500 %o 10,000 cuvdc foet 10 percent
10,000 to 15,000 cubic Zeet. 15 porcont .
15,000 4o 50,000 cubic foct 20 percent

50,000 %o 75,000 ewoic foot 25 perceont
75,000 cubic feet ond over 33-1/3 per cont

No mimfmum charge is collected.

o~




The book value of the physical vlant of the Outario-Upiand

Gas Company,as shown Ly tihe company’'s booX,is as follows:

As of Sentemoer IO, 1913%:

Land cevoted to goz overations
Gas plant building and general structures

Gas wollerc

Furnaces, boilerz and accc«oor-cs

Gas generatorsa
‘Purif‘cauion awn¢r¢tus
Steam enzires
ASCGJSOIJ equipment -
Diatribution nains
Gas: services

Goz meters
Gos"regulators

iiecellaneoue diztr ioution eouipment

Stove room and zhop .
Office equipment
Commercial Arc lamps.
Katerials and supplies
Total
Intangible Aszets.
Organization Expence

Toval

$ 800.00
2.,634.00
9,000.00
L,497.84
5,250.00
5,750.00
*,098.36 :
2,412.46

31,092.92
1,640J59
5,513.44

18.50
694.80
DT a8
587.34
148.08

1,908.60
867,776.45

4835.48

468,259.9%

- The Commission's engincering departmernt has made <he

following esiimate of the cost ¢

o Teproduce and the present v e

tne nlent nnd oystem of defendant commnny:

. Cost of

toem Renwroaduction
Real Estate $  500.00
Builéings 25,900.00
Generating equinnment 35,348.00
Mains 25,412.00
Services 1,762.00
Yeters 6,692.00
Furniture, secars, etc. 1,639.00
laterisi~Sunnliies 1,908.00
Orgaaization Expense 806.00
Centingeacies 2,526.00
Engineering and Superintemdence  4,511.00
Interest during cozmstructiion 1,827,000
Total Operative $63,73L.00
Toval Foneonerative 1,200.00
Totel $64,931.00

L

i
-

Iresent
Vawuc

5 800.00
T 1,600.00
11,080.00
20,328.00
1,411.00
5,354.00
1,421.00
1,508.00
306.00
2,526.00°
4,511.00
1,827.00

£53,572.00
1,200.60

354,772.00
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- The earaings of defendant company Tor the vear 1912 and the £irst nine
D J ,

months of L9Ll3 were 3 Tollows: .
‘ - Year to Iece. ) 9 monthz to
Barnines 31,1812 - Sent.32,1913

Sales of Gas

Ontario & Upland includ-

ing prepaild meters 3 27,499.20 $18,909.57
Profdit or sole ol sitoves

anl ranges 3156.73 4
Profit on house services 437.45 05 -

" ® ¢i) cales £10.290 1,364.13 5. 469.80

Total earnings 228,854.93 - $19,379.37

The sale of gas for the {irst nine montas of 1912‘$aa
$l7,962.75; 3NOWing an increase Tor %the zame period during 1913 ¢
$045.92 or 5.3%. This increase is 1lesc than normal.

ing expenses of defendant Compmay Tor the yeax
chown ty the tooks amounicd 4o $12,450.27, exclusive of :axez.
first six months o~ 1913 Yze correcponcing amouzt waz 47, 768.53,
corrempondxng Lo an increase of 18.745 ver 1912. Der thouaa&d Leet of
gas sSold the expense anounted o $O.7528 in 1612 and 20.2503 in 1913.

Thig differcncc in operating expense can not be attrituted
to the increased businezs since it i3 greater by 127 ner . cubice fees
sold. Alter careful analyaiafof each item of expenze in 4040 and on 2

- wnit dYasis, it appears that a porition iz accounted for.by’certn4n Tl=-
Pairs to Plant wnica will not normally *ecur an“uallj. Accordingly,
they have veen distributed over the prozer interval.

In ascertaining oneratinz exvenses Zor the future, ‘e zecan
per uait consumption of 1912 ana 1913 has veen adon ted ag more renson-
atle and stable vasis. A direct analytical compar:son of eachn expense
between 1912 and 1913 1z not noscilble due 4o +he d&tered 3ystex of
accounting inavgurated in 1913. 7The unit exnence bo obtained as bYeen
adlueteq 1o include an incresse in salary of thé'secretary of $1% per
nonta.

This operating expense does not include taxes, waick are

or a groes revenue hasias as followa:




State 4.6%
City Francalse
T 2 /J
Total 6/0
Disregardiag the fixed crarges oxn the investment and which
we will assume to cover merely interest and an allowance for deprec-

iation, and segregating to the supply and appliance dusivess of delend-

£371.32, corresponding to double tke dusiness promotion expenze =2

Tirst six montas of 1913, we find tast the entire ope;azing
ga8 %o 5e suppliedf’uring 1914 on the asis nereinbefore

- assumed, nov including state or municinal franchize Vvaxes, will be
77.55 cents ver thousand cublic feet.

The nmount provided Zor Cepreciation by defendant company
iz evidently excecsive ané is arrived at merely oy takiﬁg 7% of the
Yook vTalue of the vhysical proverty, after deduciing accounis suviect
to appreciation and those adjucrved froxz inventory. I am peréuaded
from tae evidence that this allowance should not exceed 3% of the
value of the entire vhyszical »roperty.

| After o careful consideration of all the facts and cir-
cumstances surrounding tals case, I ax of the oninion taal aﬁuﬁifo*m
rate of 1. 2b per thousand cubic feet zhould be eqtaoli~ned oy tolis
Comuission for all gas-zo-a Yy tae Ontario~Uplané Gas Com‘any in tae
City of Ontario. Tris rate will be sufficient to vrovide, on 2 #cry
livberal basis, for all oﬁérazing expenses, in addition 40 all§w1n3 3%
for deyreciatior and &% 1rt~resu on the book value ov ahe paysical
nroperty, as contended for by t e delfendant, or o tOvﬂL allowance Tor
interest and depreciation of over 11.7% on the reproduction value of
operaﬁivegphysicalvproperty 23 estimated by the Commissibn’s_eﬁgineer-
ing fdepartment. Vhile this i3 undoudtedly iiberal,fl velieve tau¢
under all tze -circunstances such liverality i3 juastified.

At the'preiiminary hearing ia thiz caze defendant requested
that the Comm¢uszon consicexr the advzozbzﬁitj of a mxnimum mon+thly
charge in fixing a rate based on its rcadinesa t0 serve. The c;,y
docs not object 4o thé eoitatlisibment of such a minimum. The Commission

pon




has in the past explained its attitude in regard to o minimuim foxr taie
clazs of service, and finds 4hat a minimum charge of 50% per méter
48 Justilied in this case.

| The effect of such & minimum charge on the 1913 Tusiness of
the compeny is to increase the revenue $470 per annum. The effect of
sﬁch additional income has been concidered in Tixing the ?a&q;.

The service of %his company covers the City of Onferio;
compiainant, and the adjoining municipality of Upland, wnicn L2z not
involved in tiis action.  Xo unincornorated :er:itdrﬁ ic served. Ac-
cordingly, 4¢ is nececsary to determine some metaod of apportionin5~

the c¢apital and operating expense to each district. Consumption kacs

, _ \ a -
.~ veen selected as the proper basis in tais case. Such zegrqﬁtion is

sutometically obtained if a full cost rate is caléulated-per unit of
gas sold. | | |

Although tne order iu tzalis case is not'applic;pbe +o Upland,
nevertheless it would be unjust to the utiliiy <o conside} the effect
on income of a‘highe:frate in a loceality xzot sudject t§ our cortrol.

In reaching 2 conclusion in this cnse I have tcken inte
consileration the fact that no very suovstantial difference ol opinion
existe between the engineers of thiz Commission and the.enginccﬁ of
the compaqy 28 %o matters of valuation, dut it sasuld be undersiood
that in subséquent‘invedtigaxions on this compﬁny whatever modilicatiorne
of the book cost w:ich may e Tfound necessary will e mede.

I have Tixed the minimum charge of 50, waica it zomewaat
lower than the one oxdinarily in cffcct, because <here has neretofore
been ne minimum charge.'and‘it i3 my opiniorn %4hat ciranges Ifrom one
systen of rates to another shoulld e gradual 50 LongZ as jusiice ic
done <o all’parties.

I likewlse have not takern into conzideration the fact tanat
this territory is increasing in populétion and that the amount ol gas
‘0 be served should increase zné probacly tane cost per unit-decreasc:

in *he future. VWaile it i8 not the design of this Commiszion to leny




4o utilivies 2o 1ibcral‘:eturn upen thae wroper Lavestment, yet =3 tae
cozt of performing thals service sizall cecreass in tae future subw
gsequent adjustaents of the rates shbuld e made. Tor ﬂhe nresent,
nowever, I beliéve that the min;mum.mant WLy charge of 50¢‘together
with the rate fixel is just and reasonable. 2his_=inimnm chargeg‘"
ghould apniy to all meters, including the so=called prepay& mctcrs\

wiaich are in use in Ontario.

Since the Loregoing opinion was dictated, the atiornsy Tor

the commany, delendant herein, has called 4o this Commission's ot-
tention the fact that tne gas holders in use in tme City of Oakdale
with waica ir. Kbllcy, engineer for %tais Commission, compargd the
Ontario o_ant, are of 2 diffcrenv construction, oe;ns of <“hinner iron
and costing from $1500 %o 32000 less than the holders et Oztario. Under
the disposition thrat kas “een madc of This case, nowever, it vecorec
uanecessary to consider this matier furizer because I believe vhes

t3e necescary additions are required .o tg_s company p: rplant that taey
thould be made and that if zuck aldditions’ requ;re an adJus:men« of

rates cuch 2ay te doné = .eaf

I submit the Tollowing oxrder:
2222

THE CITY OF ONTARIQ having filed with tais Commiszion its
cqmplain against the Ontario-Upisnd Gas Company alleging that sald
company's exisgling rates for artificial gas are unjust anéd unresson-
able and requesting ihis Commission to establish raies waich shall de
Just and reasonabdle, and o hearing zoving veen held, and being Tully
appriced in the nremises,

TEE COMUTSSION WEREEY FINDS AS 4 TACT that the existing
rates charged and collected in tae City of OntaTio by “he Gefendant

~aerein, are‘uhjust and unreasonsable, and that 2 Just and feasonablc,
rave Tor gos to be bha:ged anc collected in the City. of Ontarié Ey

the defendant herein is one and 25/100 (£21.25) dollars per thousand




y

cudie feet of zas Celivered with o minimunm monthly charge of Lifty

(50) cents per meoter.

Anc Yasing its order on the Toregoing finlings of fact,

IT IS5 EERPMZEY ORDERED that the Ontario-~Upland. Gus Company
pubiish and file with thiz Commission a Trate of one and 25/100
($i.25) Qollars per trousand eubic feet of gag “o ve delivered Lo
ite consumci‘z within the City of Ontaris wi<ha a mozi“:hly m.mlzm..m ‘
charge of fifty (50) cents per meter.

The Toregoing opinion and order are nerelty approved

ané ordered filed as the opinion and order of the Railroad Come .
nission of the State of Califeraia.

Dated at San Francisco, Coliforaia,

J anvary, 19i4.

Coumissioners.




