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EEPORE TEE RATIROAD CQUMISSION OF THE STATE OF.CALIN

In the Matter of the Appliocation of

SOUTHERN COUNTIES GAS COMPANY OF CALI- '

PORNIA for authority to purchase the Amended
properties aund franchiges of ORTARIG- Application No. 2972,
UPIAND GAS COMPANY and to issue a«nd

sell bondls.

In the Matter of the Application of
ONTARIO«UPLAKD GAS COMPANY for an orderx

authorizing it to sell certain gas plants 1408t . .
and franohises to SOUTEERN COUNTIES GAS Applicstion No. 2373

COMPANY OF CALIFOENIA.

Hnnsaker; Britt & Pdwards by LeRoy M. Edwards, for applicant.
LOVELAYD, Coumissioner.

2INIOX

The above entitled applications have been consolidated
for decision. |

In amended Applisation Number 2972; f£iled December 17,
1918, Southern COgntiea Gas Company of California asks authority to
purchase the gas plants, properties and franchises of Ontario-Upland
Gas Company under the texms snd comiitions of the sgreement attached
to the petition and marked Exhipit "A"; to exercise, when acqguired,
all franchises now owned by the Ontario-Upland Gas Company and to is=
sue $108.000.00, psr value of ite firat moxtgage 5=1/2 per cent bonds,
payable May 1, 1936, at not less than 82 per cent of their face value,
plus acorusd interest for the purpose of paying in part for the pro=

pexrties.




In Application Number 2973, OntarioeUpland Gas Company

asks authority to sell its properties desoribed in Exhibit mnr at-
tached hereto to Southern Counties Gas Company of Cali:fornia‘for the
sun of $135,000,00, plus the cost of extenaions and betterments in- |
gtalled between July 1, 1917 and Septembexr 1, 1917, 'and. s reasonable
value for the matorials' and supplies on hand September 1, 1917.

Outario-Upland Gas Company was orgenized in March
1909 with an authorized capital stock of $100;000.00, divided into
100,000 shares of the par value of $1.00 esach. Stoak'i.n the’ amount
of $88,995.00 i8 reported outstanding. Tn addition, the company
reports outetanding, $59;000.00 of bonds.

The record ehows that Mr. M. R. Thompson, onginotr
for Southern Counties Gas Company of California, ostimntes the re-
produstion cost new of the Ontario-Upland properiies as of April 30,
1917 at $150,026459. W. J. Semmond, assistant enginaer for the
Rallroad Commission, in the Commission’s Exhibit "1™ estimates the

roprod.notion coat new of the Ontario properties a.u of April 30, 1917
at §125,666.00, and the reproduction cost new less depreciation a¥
$113,000400 W. J. Haomond®s estimate of reproduction cost new
18 $24,370.,69 less than M. R. Thompson's estimate. The dlfference
of $24,370.59 18 acoounted for chiefly by the fast that W. J. Hemmond
used average prices of materiale sovering & period of five years, -
whereas M. Re Thompson applied the prives prevalling January 1, 1917,
plus the cost of labor as shown by Southern Counties in’ similar ~commmii- y
ties, and taking into consideration the difference in freight rates.
Southern Countien hss been operating the Ontario=-
Upland properties since September 1, 1917, in sceordance with the
terms of the agreement attached to the ~mmended petition in Appli-
cstion Number 2972, and marked Exhibit "A". The transmission lines
of the Southexn Counties have been oz:hendad and oonnoctod with the




Ontario-Upland Gas Company’s plant. " Instead of selling artificial
gas of about 600 heat units, the residents of Ontario and'.}trpland are
being furnished with natural gas of 1100 to 1200 hest units. There
has been no change in the rates and none is oonteinplated at this time
a8 a result of the traunsfer of the properties.  From Scpltom'ber 1,
1917 to November 30, 1918, the gross oa&:n!.ngs of the Ontario-Upland
properties are reported at $54,680.79; the oxponses at $31,720,00,
lesving a net income of &2;860.‘?9. During the same period,
Somthern Counties has. expended the sum of $8,107.71 for the installa=~
tion of extensions snd improvements to the Ontario-vpla.ﬁd Gas Come
pany's properties, such expenditures having been made yursuant to

the agresment under which tbe properties have been operated by

the Soutbern Counties.

In srriving at ths purchase price oconsideration was
given to the present sondition of the properties, the reproduotion
coet, the earnings and the possibility of increasing the buslness
throngh the introduciion of natural gas. The price agreed upon
appears to me to be somewhat large. I would not be inclined to
look with favor upon the consummation of this traunsaction if Southern |
Counties intended to capitalize the entire purchase price or insisted
that the Comnission, if ever called upon to establish new rates, ac-
cept the purchase price a2 the proper rate base. To pay in part
for the properties and to finsnce in part the cost of »o:;tenaionu and

petterments to the properties sinsce September 1, 1917, Southern

Counties asks permission to issne $108,000400 of bonds. The differe

ence between the purchase price and the proceeds roslized from the

asle of the $108,000,00 of bonds, will be paid out of the surplus

earnings of Southern Counties.  i8 regards rates, Southern Counties

expects & proper return on the reasonable velue of the properties.
The $108,00000 0f bonds referred o, ave & part

of the'*ézégooo.oo of bonds which Southern Counties asks permission

and the authority to lssue

40 issue in Application Number 4270,
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said $108,000.00 of bonds will be faken care of in the Ordexr in that
procedding.

The properties of Ontario-Upland Gas Company are to
be 80ld and transferred to the Southern Counties free and clﬁ:r of
all encumbrances, indebtedness and liens of every kind and charsoter.

Ontario-Upland Gas Compeny reports that it is operate
ing under three franchises (a) & ooutitntiomlf/gﬁg}ageto it under
Section 19, Article 1l of the Constitution of the State of California, |
as the same exiated prioz_- to ~octobn: ilO",‘ 1911; in the oitil;:?ot,'
Ontario and Upland, (b) a franchise, Ordinance Buzber 120, granted by
the town of Ontario, Marck 2; 1909, (¢) s franchise, Ordinsnce Num=
ber 45, granted by the town of Upland, July 7, 1909. The last two
franchises were granted to J. R. Anderson and by him asgigned to
Ontario=Uplend Gas Company. - Southern Counties Gas Company of
California interds to scguire all of these franchises.

The ¢ity of Upland asks the Rallrosd Commission not
to auntborize the sale of the properties until Ontaribfupland Gas
Company has pald the Z per cent franchise tax. The testimony shows
that the city’s claim amounts to approximately $640.00. It furthexr
appears that the Ontario=Upland Gas Company bhas offered to pay' the
tax upder protest and that the eity officisls refuse to sign & re=-
ceipt showing the conditions under which payment was offered. Tt
18 to be hoped that the city and the company can come 10 an agree=
pexnt in regard to the payment of the tax. If they caunot and they
conclude to litigate the matter, the amount olaimed by the city
mnst be deposited in aome bank Or trust company, prior to the .sale
and transfer of the properties, such deposit to be made under esCIOW
sgreement satisfactory %o both parties. The agreement should
provids that if the validity of the 2 per cent franchise tax is
up~beld, the amount deposited, together with the interest thereon,

aball be pald and turned over to the ocitys If the Conrt’ should




rele acalinst the city®s claim, the amount deposited shall be de-~

livered to the compeny or itls cssigns.

T herewitn submit the following foxm of Crdexr:

O R D E R.

Application heving been made to the Railrozd Commis-
siozn for an order euthorizing the sale of the properties of the
Outerio-Uplond Gos Company to Soutkern Califorals Gas Company
of Celifornia, a public hearing having veon held and the Railrosd
Commission being of tae opinion that these applications should

vo grented pursmant to the comditions of this Order;

m TS ZERESY ORDERED that Ontario-Uplend Ges Compeny
ve, and it 1s hereby, grented suthority to sell axnd Southern
Counties Gas Company of Califorris to purchuse ell of the gas
plants, properties ard franchises deserivod in Exhibit ™17,
ottached hereto, ssid sale and purchase to be nede pursuant o
tne terms of the sgreement attached <o the supplemental petlition

iy, Amended ALyplication Number 2972, and marked Exhibit "A".

mMhe authority hersin granted is upon the following

conditions:

Le== Before the euthority herein grented shall

become effective, Qn‘ba:io-vpland Gas Company shall
£4le with the Railroad Commission 2 statement show-
ing that the amount whick the City of Upland claims
to be due wader the frenchise granted to the companry,
together with a statement showins that tho smount hes

been peid, or that there hes been executed an esScrow




agreement showing that the amount claimed by the
city has beer dervosited witk some hank or trust
compeny, subject 4o tre condition that if the vaelld-
ity of the fronchise tex Is upheld, the amount,
together with the interest thereon, shall be paid

t0 the city of Uplend, or that if the Court decides
egeinst the city’s claim, the amount deposited,
together with'the interest thoreon, be delivered to

the comysny or its assigns.

Lamm Wth sixty deoys after the date hereof,
Southern Counties Gas Compsny of Celifornis shall
£ile with the Commission a stipulation duly autho-
rized by its Board of Direciors declaring that
Sowthern Counties (as Compeny of Callifornis, its
successors or assigms, will comply with all the
torms snd conditiozs of & franchise, Crdinence Ro.
120, granted by the Town of Ontarie, Merch 2, 1909;
8 frevchise, Ordinesnce Jo. 45, granted by the Town
of Upland, July 7, 1909, snd thet it will never
claim before the Railroad Commission or any court
or other public body o value for the rights aznd
privileges grapted in said Ordinsnces in excese of
“he amount setually peid to the Town oflontario

end to Yhe Town of Upland s the consldexration foxr

'the grant of suck rights end privileges, which amount

shall be set forth in the stipulation, and shall have
received s supplemertsl order from the Rai&rga&'comh
pission declaring that such stipuletion, in gatisfactory
form, rat veen Liled with the Railroéd Commission.
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Semrne price at which the properties of the
Ontario=Upland Gas Company are authorized to ﬁe s0ld and
transferred, shall not be bdinding upon this Commission orxr
any other public bdody as a measure of value for rate fixing
or for any purpose other thar the transfer herein authorized.

4ooWithin thirty deys sfter the transfer of the
properties, Southern Counties Gas Company of California shall

' gubmit to the Railroad Coumission for approval all of ithe
book=entries relative to the purchase of the properties of
Ontario-Upland Gas Company.

Se=Within thirty days after the exescutlion of an
instrument of conveyance, transferring the properties here-
in referred to, a certified copy of said instrument of conw

veyance shell be f£iled with the Railrosd Coxmission by

Southern Counties Gas Company of Callifornia.
64=The guthority hereim granted sball apply only

to such properties as may be trmusferred em or before June 30,

1919,

The foregoing Opinion and Order are hereby approved
and ordered filed as the Opinion end Order of the Railroad Commission

of the State of California. _
Dated at San Prancisco, Californias, this 207 sy

of December, 1918

ConmissionedPs.
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EXEIBIT "L

The property which Ontario-uplana Gas Company

proposee to sell to Southern Californis Gas Company of
Celifornia is descrided in Exhibit "E™ attached to
Applicetion Number 2973, as follows:=-

"All those cextain lots, pileces and parcels
of land situate, lying and being in the town of
Ontario, oconnty of San Bernardino and state of Cali-
fornin, and pertiocularly described as follows, to-
wit: .

Lots 1, £, 3 and 4, in block 134 of the Villa
Plats South Side Tract Ontario Colony, ae per plat
recorded in book 6 of meps, page 11, records of
said Sen Bernardino Cownty.

Also all of the buildings, engines, furnaces, con=
densers, boilers, generators, shafting, belting, retorts,
tanks, compressors, purifiers, pumps, pumping statiouns,
steamholders, gas holders, reservoirs, expsnsion tanks)

gas meins, pipes, tunnele and all other machinery apparatus

and 2irbures Located wpsr $he ASONAR01A 2081 METAT, D0

all tools used in cOXBOOTLONn Therewith.

_ Also t\he; entire gas Adlztxridbuting system of pipes,
mains snd conduits within the streets, slleys end pubdlic
places, and upon private ]p.ropor’by within the oities of
Ontarioc and Uplend, =and in certain unincorporated territory
contigaous thereto in the comunty of San Bernardino, in the
state of California, and connscted prmrnj, or at all, with
the gas generating and storing planta located upon the

real eatate hereinbefore fescribed; and all meters, appli-
ances and avparatus connested or msed therewith, and all
antomobiles, bhorses, wagons and stable equipment, excepting
all sppliances, meters &nd supplies carried on and in




connection with said plants or distributing system) snd
waich have not been used in the operation of said plants
or distridbuting eystem.

Also 2ll easements, rights, powers, yrivileges,

franchises, licenses, rights of way and immunities which
or

firet party has to lay, repair, maintain, use and/opereste

ges pipes, and/or gae pipe lines and appliances connected
therewith, and/or to vend artificial gas within the county
- of Sen Bernardino, and within the corporeste limits of
said clities of Ontario and Upland, whether granted by
virtue of the charter of the firat party or by the consti-
tution of the state of Califcernia, or by legislative act,
or by virtue of the acte, resolutions and sessions, ore
dinances, contrmois or grants of said munioipalities; or
ecomwaty, or by persons, firme or sorporations.

Also the following franchise granted by the
trustees of the town of Ontario on the second day or'
Mereh, 1902, to J. R. Anderson, which eaid ordinance is
entitled as follows:= "&n ord.ina.noi Granting a Pranchise to
Ley Ges Pipes on the Streoets and Thoroughfares in the Town
of dntario, Californie, for the Purpose of Carrﬁ.ng and
Distributiné Gas for Light, Heat and Power unto J. R. Anderson,
and being Ordinsnce No. 190 of the then current series of the
Ordinances of said Town of Ontario."

A180 the following franchise granted by the trustess
of the Town of Upland on the 7th day of July, 1909, to J. R.
Anderson, which said ordinsnce is entitled as follows:-"in
Ordinsnce Granting a Franchise to Lay Pipes on the Streets and
Thoroughfares in the Town of Upland, California, for the Puxrpose
of Carrying and Distributing gas for Light, Heat and Power unto
J. R. Anderson, and deing Ordinsnce No. 45 of the then current
Series of the Ordinance of said town of Upland,"

2.




