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PREFACE

The following work presents an analysis of a some~
what new problem in valuation work. The Corporation Commission
of the 8tate of Oklahoma promulgated, in the spring of 1914, its now
rather famous Order No. 774, outlining a standard system of accounts
for Gas and Electric Utilities in Oklahoma and calling for a report
of Original Cost. The writer, in regular practice, was engaged on
this work by some of the companies operating electric properties in
the state to prepare the reports of property accounts to date, out-
lining the original costs to conform with this order. Three of
these properties were under one ownership and presented similar
problems, and the writer has chosen these three as the basis of
the analysis of this new problem.

It was deemed advisable to outiine the basis of the
work and what stood back of the order. Accordingly, sections of
the constitution of the state are quoted, which sections are per-
tinent to the powers of the Corporation Commission over public
service corporations. The status of the Commission is established
or defined. A law, passed to extend the powers of the Commission
over public utilities in instances in which the 8Bupreme Court of the
state held the Commission was without power, is quoted, as it is
really with this law as a basis that the Commission promulgated the
order in question. The order is quoted in full to provide a backgroumd
for study of the work which follows.

In the following discussion, the writer has tried to
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show these things: the general viewpoint of the Commission in writing
this order; the special viewpoint in connection with the reports of
property accounts which really form a valuation in a certain sense;
the interpretation of the Commission of the items which enter into
actual cost; the writer's method of handling the reports to make them
conform to the ideas of the Commission; the difficulties which the
writer encountered in arriving at equitable figures in connection with
plante constructed under the conditions existing in Oklahoma at the
time of their construction; a criticism of the viewpoint of the Com=-
mission; and a short discussion of the relation of Original Cost to
Present Value.

There is appended to this discussion of the writer's
copies of the reports which were made. Those parts of the report
which could be bound with the discussion appear immediately following
it; the other parts of the reports, consisting of maps and drawings,
are bound separately. From time to time, direct reference is made
to these reports and they provide a means of analysis of the success
of the writer's judgment, as criticised by a reader.

The work, as a whole, is presented to the Faculty of
the Graduate School of the University of Kansas as evidence of worthi-
ness of the degree of Electrical Engineer. Appreciation is here
expressed for the advice and counsel of Professor George C. Bhaad
in connection with the work.

HAROLD V BOZELL
Norman, Oklahoma.

May 10, 1915.
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It is provided in the Constitution of the State of Oklahoma
that there shall be a Corporation Commission. The powers and duties
of the Commission are set forth in Article IX of the Constitution.

The particular sections of this Article to which attention is called
here are as follows:

Sec. 6. Railroads heretofore constructed, or which may
hereafter be constructed in this State, are hereby declared
public highways. Every railroad or other public service cor-
poration organized or doing business in this State, under the laws
or authority thereof, shull have and maintain a public office or
place in this State, for the transaction of its business, where
transfers of stock shall be made, and where shall be kept, for
inspection by the stockholders of such corporation, books, in
which shall be recorded the amount of capital stock subscribed,
the names of the owners of stock, the amounts owned by them,
respectively; the amount of stock paid, and by whom; the transfer
of said stock, with the date of transfer; the amount of its assets
and lisbilities, and the names and places of residence of its
officers, and such other matters required by law or by order of
the Corporation Commission. The directors of every railroad
company, or other public service corporation, shall hold at least

one mesting annually in this State, public notice of which shall

NOTE: All indented matter is in direct quotation.



bd given thirty deys previously, and the prssident or superinten-
dent of every railroud comgeny and other public service corporaw.
tion orgenized or doing business in this State, under the laws of
this State, or the authority thereof, shall report annually
under oath, and make such other reports as may be required by law
or order of the Corporati.n Commisslon, to sald Commission, their
acts and doinzs, which report shall include such matters relating
to milroads and other public service corporations as may be pre-
scribed by law. The Legislature shall pass all necessary lavs
enforcing, by suitable penalties, all the provisions of this
section,
LR 3 3K 3

Sec. 8. No public service corporgtion, of the lessees, pur-
chasers, or managers thersof, shall consolidate the stock, proper-
ty, or frunchises, of such corporation with, or lease or purchase
the works or franchises of, or in any way control, any other public
service porporation owning or having under its control, a parallel
or competing line; except by enactment of the Legislature upon
the recommendation of the Corporativn Commission; Provided, how=-
ever, That the Legislature shall never enact any law permitting
any public service, the lessees, purchasers, or manzagers thereof
when such public service corporation is organized under the laws
of any other State, or of the United States, to consolidate the
stock, property, or franchises, of such corporation, with,

or lease, or purchase, the works of, franchises, of, or



in any way control, any other public service corporation, organ-
ized under the laws of any other State, or of the United States,
owning or having under its control in this State a parallel or
competing line; nor shall any officer of such corporation act as
an officer of any other corporation owning or controlling a par=-
allel or competing line.

* X X X * »

S8ec., 18. The Commission shall have the power and authority
and be charged with the duty of supervising, regulating and con-
trolling all transportation and transmission companies doing bus-
iness in this State, in all mattere relating to the performance of
their public duties and their charges therefor, and of correcting
cbuses and preventing unjust discrimination and extortion by such
companiee; andto that end the Commission shall, from time to time,
prescribe and enforce against such ecompanies. ir the manner here-
inafter authorized, such rates,‘charges, classifications of traffig
and rules and regulations, snd shall require them to establish
and maintein all such public service, facilities, and conveniences
as may be reasonable and just, which said rates, charges, classifi-
cations, rules regulations, and requirements, the Commission may,
from time to time, alter or amend. All rates, charges, classifi-
cations, rules and regulations adopted, or acted upon, by any such
company, inconsimtent with those prescribed by the conmiseion,
within the scope of its authority, shall be unlawful and voil. The
commiassiorn shall also have the right, at all times, tc inspect the

books and papers of all transportation and transmission companies



doing business in this State, and te requirs from such companies,
from time top time, special reports and statements, under oath,
concerning their business; it shall keep itself fully informed of
the physical condition of all the railroads of the Btate, as to
the manner in which they are operated, with reference to the se-
curity and accommodation of the public, and shall, from time to
time, make and enforce such requirements, fules, and regulations
as may be necessury to prevent unjust or unreasonable discrimin-
ation and extortion by any transportation or transmissiun company
in favor of, or ggainst any person, locality, community, connecting
line, or kind of trafficy in the matter of car service, train or
boat schedule, efficiency of transportation, transmission, or
otherwise, in connection with the public duties of such company.
Befors the Commission shall prescribe or fix any rate, charge or
classification of traffic, andbefore it shall make any order,
rule, regulation, or requirement directed against any one or more
companies by name, the company or companies to be affected by sud
rate, charge, classification, order, rule, regulation, or require-
ment, shall first be given, by the Commission, at least ten days’
notice of the time and place, when and where the contemplated
action in the premises will be considered and disposed of, and
shall be afforded a reasonable opportudity to introduce evidence
and to be heard;thereon, to the end that justice may be done, and
shall have process to enforce the attendance of witnesses; and be-
fore said Commission shall make or prescribe any general order,
rule, regulation, or requirement, nor directed against any specific

compan% or companies by name, the contemplated generak order, rule,
regulation,



or requirsment shall first be published in substance, not less
than once a week, for four consecutive weeks, in one or more of
the newspapers of general circulation published in the county in
which the Capitol of this State may be located, together with the
notice of the time and place, when and where the Commission will
hear any objections which may be urged by any person interested,
against the proposed, order, rule, regulation, or requirement; and
every such general order, rule, regulation, or requirement, made
by the Commission, shall be published at length, for the time and
in the manner above specified, before it shall go into effect, amd
shall also, so long as it remanins in force, be published in each
subsequent annual report of the commission. The authority of the
Commission (subject to review on appeal as hereinafter provided)
to prescrive rates, charges, mnd classifications of traffic, for
transportation and transmissicn companies, shall, subject to re=-
gulation by law, be paramount; but its authority to prescribe any
other rules, regulations or requirements for corporations or other
persons shall be subject to the superior authority of the Leg-
islature to legislate thereon by genaral laws; Provided, However,
That nothing in this section shall impair the rights which have
heretofore been, or may hereafter be, conferred by law upon the
authorities of any city, town or county to prescribe rules, re-
gulations, or rates of charges to be observed by any public ser-
vice corporgtion in connection with any services performed by

it under a municipal or county franchise granted by such city, town,
or county, so far as such services may be wholly within the limits

of the city, town or county granting the franchise. Upon



the request of the parties interested, it shall be the duty of
the Commiseion, as far as possible,to effect, by mediation, the
adjustment of claims, andthe settlement of controversies, be-
tween transportation or transmission companies and their patrons
or employees.

* K * # ¥ #

Sec. 19. 1In all matters pertaining to the public visitation,
regulation, or control of corporations, and within the jurisdict-
ion of the Commiseion, it shall have the powers and authority of
a court of record, to administer oaths, to compel the attendance
of witnesses, and the production of papers, to punish for contempt
any person gullty of disrespectful or disorderly conduct in the
presence of the Commission while in seaeion, and to enforce com=
pliance with any of its lawful orders or requirements by adjudging,
and by enforcing its own appropriate process, against the delinquent
or offending party or company (after it shall have been firsat duly
cited, proceeded against by due process of law before the Commission
sitting as a court, and afforded opportunity to introduce evidence
and to bte heard, as well againet the validity, justness, or reason-
ableness of the order or requirement alleged to have been violated,
as against the limbility of the company for the alleged violation),
such fines or other penalties as may be prescribed or authorized by
this Constitution or by law. The Commission may be vested with such
additional powers, and charged with such other duties (not incon-
sistent with this Constitution) as may be prescribed by law, in

connection with the visitation, regulation, or control of corpor-
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ations, or with the prescribing and enforcing of rates and charges
to be observed in the conduct of any business where the State has
the right to prescribe the rates and charges in connection therewith,
or with the assessment of the peoperty of corporations, or the
appraisement of their franchises, for taxation, or with theinveeti-
gation of the subject of taxation generally. Any corporatim fail-
ing or refusing to obey any valid order or requirement of the Comm-
ission, within reasonab;e time, not less then ten days, as shall:
be fixed in the ofder, may be fined by the Commission$(proceeding
by due process of law as aforesaid) such sum not exceeding five
hundred dollars, as the Gommissicn may deem proper, or such sum,
in excess of five hundred dollers, as may be prescribed or author-
ized by law; and each day's continuance of such failure or refusal,
after due service upon such corporation of the order or requirement
of the Commission, shall be a separate offense: Previded, That
should the operation of such order or requirement be suspended,
pending any appeal therefrom, the period of such suspensicn shall
not be computed against the company in the matter of its liability
to fines or penalties.
L TR TN SR R

B8ec. 28. The commissiorners, or either of them, or such per-
sons ag they may employ therefor, shall have the right, at such
times as they may deem necessaryk to inspect the books and papers
of any railroad company or other public service corporation, and
to examine, under oath, any officer, agent, or employee of such

corporations in relation to.the business and affairs of the same.



If any ruilroad company or other public service corporation shall
refuse to permit the Commissionars, or either of them, or any
personed authorized thereto, to examine its books and papers, such
railroad company or other public service corporation shall, until
otherwise provided by law, for each offense, pay to the Btate of
Oklahoma not less than one hundred and twenty-five dollars, nor
more than five hundred dollars, for each day it shall so fail or
refuse, and the officer or other person so refusing shall be pun-
ished as the law shall prescribe.
¥R KK A K * KK

8ec. 29. The Commission shall ascertain, and enter of record,
the sams to be a public record, as early as practicable, the amount
of money expended in construction and equipment per mile .of every
railroad and other public service corporation in Oklahoma, the
amount of money expended to procure the right of way, and the amount
of money it would require to reconstruct the roadbed, track, depots,
and transportation facilities, and to replace all the physical prop-
erties belonging to the railroad or other public service corpora=-
tion. It shall also ascertain the outstanding bonds, debentures,
and indebtedness, and the amount, respectively, thereof, when issued,,
and rate of interest, whan due, for what purposes issued, how u;od,
to whom issued, to whom sold, and the price in cash, property or lnboi;
1f any, received therefor, what became of the proceeds, by whom the
indebtedness 1s held, the amount purporting to be due thereon, the
floating indebtedness of the company, to whom due, and his address,

the credits due on it, the property on hand belonging to the railroad



company or other public service corporation, and the judicial or
other sales of said road, its property or franchises, and the
smounts purporting to have been paid, and in what manner paid
therefor. The Commission shall also ascertain the amounts paid
for salaries to the officers of the railroad, or other public
service corporation, and the wages paid its employees. For the
purpose in this section numed, the Commission may employ experts
to assist them when needed, and from time to time, as the infor=
mation required by this section is obtained, it shall communicate
the same to the Attorney General by report, and file a duplicate
thereof with the State Examiner and inspector for public use, and
said information shall be printed, from time to time, in the annual
report of the Commission.
L K I SEE R BN

Sec. 34, As used in this article, the term "transportation
company”™ shall include any company, corporatiun, trustee, receiver,
or any other person owning, leasing, or operating for hire, a
railroad, street railway, canal, steam boat line, and also any
freight car company, car association, express company, sleeping
car company, car corporation, or company, trustee or person in any
way engaged in such business as a common aarrier over a route ac=-
quired in wholeor in part under the right of eminent domain, or
under any grant from the government of the United States; the term
»rate™ shall be construed to mean rate of charge for any service
rendered, or to be rendered; the terms "rate,” "charge,” and
"regulation,” shall include joint rates, joint charges, and joint

regulations, respectively; the term “transmission company” shall
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include any company, receiver or other person, owning, leasing, or
operating for hire any telegraph or telephone linel the term "freight"
shall be construed to mean any property transported or received far
transportation, by any transportation company. The term "publit
service corporation® shall include all transportation and trans-
mission companies, all gas, electric light, heat, and power com-
panieg, and all persons guthorized to exercise the right of emin-
ent domain, or to use or occupy any right of way, street, alley,

or public highway, whether along, over, or under the same, in a
mannar not permitted to the general public: the term "person” as
used in this article, shall include individuals, partnerships,

and corporaticns, in the singular as well as plural number; the
term "bond” shall mean all certificates or written evidences of
indebtedness isasued by any corporation and secured by mortgage or
trust deed. The term "frank™ shall mean any writing or token
issued by or unfler authotity of a transmission company, entitling
the holder to any service from such aompany free of charge.

The provisions of this article shall always be so restricted
in their application as not to conflict with any of the provisions
of the Constitution of the United States, and as if the necessary
limitatiuns upon their interpretation had been herein expressed
in each case.

Sec. 35. After the second Monday in Januaryy nineteen hundred
and nine, the Legislature may, by law, from time to time, alter,

amend, revise, or repeal sections from eighteen to thirty-four,
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inclusive, of this article, or any of them, or any amendments thered:
Provided. That no amendment made under authority of this section
shall contravene the provisions of any part of this Constitution
other than the said sections last above referred to or any such
amendments thereof.

The Btate of Oklahoma was admitted to the Union in November,
1907 and the Corporation Commissiortbecame active in 1908. 1In pursuance
with the duties imposed upon the Commission in Section 29 of Article IX
of the Constitution, the Commission early started upon the work of mak-
ing a physical valuation of the rallroads of the state. This work was
of such magnitude and was of such great expense to a new commission that
it occupied the major part of the attention of the Commissicn for two or
three years, during which time no attempt was Qade at a valuation of
other transportation and transmission companies nor of any of the public
service corporations, as defined in Bection 34.

However, under the supposition that the Commissbn had super-
vision over the rates of public service oorporatiohs as well as of
transportation and transmission companies, complaint was lodged with the
Commission in regard to the rates charged for gas in the City of Shawnee,
the public service corporation affected being the Shawnee Gas and Electric
Company. This company appealed from the decision of the Corporation
Commission which decision was in the form of an order prescribing certain
rates. Appeal from the decisions of the Corporation Commission, it is
provided in Sections 20 to 24, inclusive, of Article IX, may be made
directly to the Supreme Court of the State. The appeal in this case

was taken upon the ground that Section 18, which gives the Corporation



Commiseion power to prescribe tafos, does Bo for transportation and
transmiseion companies only. The Supreme GCourt upheld this view of the
matter and reversed the decision of the Commission, setting forth the
fact that the Commission did not have control over the rates of public
servidce corporations.

In the words of Commissioner Watson, "The result was inevit-
able,"™ and this lack of power was soon remedied. The Commission, it isa
provided, consists of three men who are electbd by the state at large
at general elections, one Commiseioner every second year, the term of
office being six years. The Commiesion is, therefor, much more respon-
sive to the suggestions of the electorate than an asppointive commiseion
would be. The popularity of the Cklahoma Commission shows how close
the Commission is, in general, to the electorate. It was without much
difficulty, then, that the Commission wassble to have passed, at the
next =« the 1913 == session of the legialgture,,a law giving it the
required power over rates of public service corporations. It was
argued that it was mere error or neglect which had left the words "and
public service corporations® out of Section 18. The power of Section
35, giving the legislature power to "alter, amend, revise, or repeal
gsections from eighteen to thirty-foury inclusive®™ was then invoked and
the necessary provieions enacted into law. This law appears as Chapter
93 of the Session Laws of 1913 and is as follows:

An act to extend the juriediction of the Corporatiiin Commission

over the rates, charges, services and practices of water, heat,
light and power companies, and to give said Commission general

supervision over such utilities, and declaring an emergency.
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BE IT ENACTED BY THE. PEOPLE OF THE STATE OF OKLAHOMA:

8ection 1. The term "public utility,” as used in this Act,
shall be taken to mean and include every corporation, association,
company, individuals, their trustees, lessees, or receivers, succ-
essors or assigns, except cities, towns or otheer bodies politic,
that now or hereafter may own, operate, or manage any plant or
equipment, or any part thereof, directly or indirectly, for pub=-
lic. use, (or may supply any commodity to be furnished to the publicj;
2 (a) For the conveyance of gas by pipe line.

(b) For the production, transmission, delivery, or furnishing
of heat or light with gas.

(c) For the production, transmission, delivery or furnishing
electric current for light, heat or power.

(d) For the transportation, delivery or furnishing of water
for domestic purposes or for power.

The term "Commission "' shall be taken to mean Corporation
Commission of Oklahoma.

8ection 2. The Commission shall have general supervision
over all public utilities, with power to fix and establish rates
and to prescribe rules, requirements and regulations, affecting
their services, operation, and the management and conduct of their
business; shall inquire into the management of the business thereof,
and the method in which same is conducted. It shall have full
visitorial and inquisitorial power t; examine such public utilities,
and keep informed as to their general conditions, their capitali-

zation , rstes, plants, equipments, apparatus, and other property
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owned, leased, controlled or operated, the value of the same,

the management, conduct, operation, practices and services; not only
with respect to the adequacy, security and accommodation afforded

by their service, but also with respect to their compliance with

the provisions of this act, and with the constitution and laws

of this State, and with the orders of the Commission.

Section 3. In addition to the powers enumerated, specified,
mentioned or indicated in this Act, the Commission shall have all
additional implied and incidental powers which may be proper and
necessary to carry out, perform and execute all powers herein enu-
merated, specified, mentioned, or indicated, and to punish as for
contempt such corporetion, association, company or indiwidual, their
trustees, lessees, receivers, successors and assigns, for the dia-
obedience of its orders in the manner provided for punishment of
Transportetion and Transmission Companies, by the Constitution and
laws of this State.

Section 4, 1In cese the owner or operator of any public utility
is engaged in carrying on any other business in connection with the
operation of such public utility, the Commiasion may require the
cost of the operation and gross revenues of such joint business to
be kept in such form and manner as may be prescribed by the Commissiéon
so that the cost of the operation and gross revenues of the public
utility may be aecertained.

Section 5. The Commission may, from time to tiﬁe, adopt or

promulgate such orders, rules, regulations or requirements, relative

to investigations, inspections, tests, audits, and valuations of the
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plants and properties relative to inspection and tests of meters

as in its judgement may be necessary and proper; Provided, that

under the provisions of this Act, any public utility, corporation,
agsociation, company, individual, their trustees, lessees or re-
ceivers, successors, or assigns, may appeal from any order or

finding or judgment. of the Corporation Commission as provided by

law in cases tried and heard before said Commission of transportation
and transmission companies.

Section 6. For the preservation of the public health, peace,
and safety, an emergency is hereby declared to exist, by reason
whereof this Act shall take effect and be in force from and after
its passage and approval.

This law gave the Commission the desired power which would
bridge the several gaps which might exist in the original constitution.
In the words of Commissioner Watson, in an address to the Gas, Electric
and Street Railway Association of Oklahoma in May, 1914,

"% % ¥ ¥ it is generally conceded that the scope of the law
is sufficiently broad to cover all probable eventualities for the
future.”

To quote Commissioner Watson further,

"Whether this observation is correct or not, the adoption of

this law imposed upon the Corporation Commission the duty of

its administration, snd the first step toward compliance with
such duty was necessarily the establishing of a uniform system
of reports to be used as a basis for determining important

factors in the valuation of the properties thus brought within
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the definite scope of the Commission's jurisdiction.”

From conversations with the Commissioners and with employees
in the Commission's office, which employees are influential in the de-
cisions of the Commission,, and from investigation of the sections of
the constitution quoted above, the writer is of the opinion that the
reports called for by the Commission as mentioned above are useful for
other purposes than for rate-making. In thematter of consclidation,
if the Commisa;Pn is to make recommendation to the legislature regarding
a particular case, it is most advisable that the Commission have suffiaf
cient data at hand to make a decision which will be founded upon fact
and supported by data showing the characteristics of the consolidating
properties. The provisions of Section 29 make a valuation a necessity
and even set forth upon what basis this valuation shall be made. The
Section, however, appears to be loosely worded. It seems, from the
first part, to call for the actual money expended, then in the next
phrase to call for the "amount of money it would require to reconstruct”
and then again later to call for the money "to replace™ the "phygical
properties.” This misstatement is not surprising when one considers
that the men who wrote the constitution had practically never heard
of valuations and were certaeinly not well versed in the different ele-
ments which enter into such work. The Commission, then, had in mind
the provisions here menticned as well as those of the law above quoted.

The result of the considerations of the Commission was Order

No. 774 which reads as follows in so far as it relates to electric

properties.



CORPORATICON COMMISSION OF OKLAHOMA
ORDER NO. T74
PROPOSED ORDER NO. 131
CAUSE NO. 1815

TO ALL PERSONS, FIRMS, AND CORPORATIONS OPERATING UTILITIES FOR
THE MANUFACTURE, S@LE AND DISTRIBUTION OF GAS. (EITHER NATURAL
OR ARTIFICIAL) OR ELECTRIC CURRENT TO CONSUMERS WITHIN THE STATE
OF OKLAHOMA FOR HEAT, LIGHT OR POWER, AND TO ALL WHOM IT MAY
CONCERN:;

Pursuant to publication of Proposed Order No. 131 relating
to classification of property balance sheet, Income, and Corporate
surplus & deficit accounts of gas and electric utilities, in the
Daily Oklahoman, a newspaper of general circulation, published in
the city of Oklahoma, State of Oklahoma,; said contemplated order
having appeared therein once a week for four consecutive weeks, as
required by law, pursuant to specific service thereof and a hearing
held in the City of Oklahoma City, on the 9th day of September,
1913, notice is hereby given that the following ordershall be in
full force and effect on and after July, 1, 1914.

1. All gas and electric utility companies now operating or
doing business in the State of Oklahoma, shall file with the Corpor-
ation Commission, separately for each of such utilities, on or
before the 3lst day of July, 1914, copies of corrected original
and up to date drawings in blue or white print, or photograph of
such origindl drawings certified by the chief engineer or managing

officer, showing the location of all right of way, real estate, gas
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distributing lines, electric transmiseion lines and all other
facilities or structures as of June 30, 1914, devoted to the purpose
of or used in connection with the manufacture or distribution of
gas,(either natural or artificial{ or electric current to the pub=~
lic or to municipalities or others for distribution to the public.

2, Such utility companies shall report to the Corporation
Commission, under oath, separately for each such utility, in the
manner prescribed, the original cost of construction of the actual
facilitles or property in use as of Juns 30, 1914, and the smounts
expended from time to time for permanent additions and betterments
to their properties. The location of such permanent additions and
betterments shall be plainly indicated upon blue or white prints
or photographs of such original drawings filed at the time such
report or reports are filad.with said Commiseion.

3+« All property, real or personal, and all Aant facilities
abondoned shall be reported in detail, on quarterly reports.

4, When any portion of the original cost cannot be identified
with any primary account named in the classification of expenditures
for property accounts prescribed by said Commission, estimates in
detall for such portion shall be made, and such estimated costs
shall be the estimated original costs at the timethe utility or
portion thereof was placed in operation.

5. On or before the last day of the month following each
calendar quarter, detailed reports of the cost and location of all
completed new construction or additions and betterments for the

preceding calendar quarter shall be made, the first of which reports



shall be filed on or before the 31st day of October, 1914, for the
calandar quarter ending September 30, 1914. Same shall be certified
by the chief engineer or managing officer of the company making such
report, covering additions and betterments from the first to the last
day of such calendar quarter, both inclusive. Blue or white print
copies of original drawings or photographs showing thereon the cost
of any and all completed new construction and additions and better=-
ments shall be filed with said Commigsion as a part of such quarterly
report.

6. Any ges or electric utility company contracting for the
conagtruction of new plants, or for additions and betterments, shall
require reports of such construction in such detail as may be necess-
ary to enable such gas or electric utility company to report to
sald Commission the original cost and inventory in the manner and
form prescribed by the said Commission. .

7. No director, éfficer, agenty member or employee of the
operator of any gas or elsctric utility under jurisdiction of the
Commission shall desiroy, deface or falsify any contract, record,
books, maps or plats, or any paper or document relating to the cost
or operation of such utility or utilities.

8. The Commission will exempt any company from complying with
any of the requirements named herein upon satisfactory showing.

* K X K K K
ELECTRIC UTILITIES
CLASSIFICATION OF PROPERTY

ACCOUNTS AND INSTRUCTIONS

(Property accounts are those which represent only actual money
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expended. )

The following classificati.n of expenditures for property
accounts shall be, and same is hereby prescribed, promulgated and
adopted, for the use of all utilities engaged in the generation,
sale, transmission and distribution of electric current to consum-
ers in the State of Oklahoma for light, heat or power, subject
to the jurisdiction of the Corporation Commission in the keeping
and recording of Property Accounts; that each and every such company
and that each and every receiver or operating trustee of any such
company be required to keep accounts in conformity bherewith, in
s0 far as the same is pertinent with the facts and circumstances
with any such utility.

The rules and regulations herein contained are, and by virtue
of this order d. become, the lawful rules according to which said
property accounts are defined. Each and every person directly in
charge of the accounts of any such utility, or any receiver or
operating trustee of any such'utility is hereby required to follow
and qpply the said rules in keeping and recording of the property
accounts of eny such utilities, and it shall be unlawful for any
such company or for any such receiver or operating trustee of any
such company or for any person directly in charge of the accounts of
any such company to keej; any account or record or memoranda of any
accounting of property accounts, exceyt in the manner and form set
forth and hereby pre-tcribed, and except as hereinafiter authorized.

For each item in accounts covering stations and structures
and all other facilities, the date such material was placed in use

or in a position ready to serve shall be noted.
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Whenever second-hand mqterial is installed, the symbol "SH"

shall immediately follow each item or entry.
INSTRUCTIONS PERTAIMING TO PROPERTY ACCGUNTS

(Applies alsc to classification of electric utility accounts
following.)

ADDITIONS are structures, facilities, equipment, and other
properties added to those in service at the beginning of operations,
and net taking the place of any property of like purpose previous-
ly held by the company.

BETTERLENTS are mechanical changes in structures, facilities,
or equipment which have as their primary aim end result the mak-
ing of the proyerties affected more useful or of a greater capacity
than they were at the time of their installation or acquisition.
The cost of such portion only of the changes incident to better-
ments as will, when added to their original cost of the property
bettered, give the cost of replacement or reccnstruction in present
conditiorn of the property as bettered should be charged to the )
appropriate subaccounta. The remainder of the cost of the change
should be classed as a REPAIR and be charged to the appropriate
operating expense accounts.

REPLACENMENTS are those installatiuns of plant and equipment
which have for their purpose the substitution of one building,
structure, piece of equipment, or machine for another which it
hag become necessary to retire, the substitute having substantially
no greater capacity than the plant and equipment replaced. The

cost of the plant and equipment retired should be credited to the



accounts in which it is carried, and the cost of the plant and
squipment inetalled in place of that so retired should be charged
to the appropriate accounts.

A-COSTS TO BE ACTUAL MONEY COSTS: All charges made to plant
and equipment or other property accounts with respect to any
property acquired on or after July, 1, 1914, should be the ac@ual
money costs 4 the property. When the consideration actually given
for anything with respect to which a charge is made to any plant
and equipment or other property account is anything other than n
money, the actual consideration should be described in the entry
with sufficient fullness and particularity to identify it, and the
emount charged should be the actual money value of such consider-
ation at the time of the transaction.

B-CGSTS OF LABOR, MATERIAL AND SUPPLIES: The term *Cost®
as used in the property accounts means the actual cost in money
of labor and materials used in construction, or the actual cost
in money of property acquired after construction.

Cost of materiel and supplies consumed in construction is
the cost 8t the places where they enter into‘conetruction, iﬁ-
cluding cost of transportation and inspection when spetifically
assignable. If such materials and supplies are passed through
storehouses, their coest entered in the account may include a suit-
able proportion of actual store expense.

C~-PLANT AND EQUIPMENT AND OTHER PROPERTY PURCHASED: When
any property in the form of a going ot completed plant is pur-

cheeed, an appraisal of the property so acquired should be made,
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and the different constituent elements of the plant and equip=-
ment, if any, or other property acquired should be appraised at
their then present physical ccet; that is to say, at the estimated
cost of replacement or reproduction less deterioration to the

then existing conditions through wear and tear, obsolescence and
inadequacy.

Where certified copies of vouchers are hereinafter called
for, companies will be exempted from furnishing such certified
coples if such companies will designate the originel voucher
number, and declare same as on hand and in files within the state
of Oklahoma, designating location of such files by city and
street number, subject to call at any time by the Commission or
its authorlized agents.

In case of doubt concerning the correct application of any
rule herein named, the interpretation prescribed by this Comm=-
ission relating thereto shall be taken as final.

The classification of expenditures for Property Accounts of
Electric Utilitées shall be as follows:

EU.1. CRGANIZATION.

This account includes the fees paid to governments for the
privelege of incorporation, and all office and other expenditures
incident to organizing the corporation or other enterprise and
putting it in readiness tu do business. It includes all legiti-
mate organization expense; provided, that no charge or entry shall
be made to this account unless a duly certified copy of the

voucher covering the expense is filed with the report.



EU.2. FRANCHISES:

This account shall include only actual moneys paid to
municipalities or to persons from whom franchises were acquired.
Note:- Annual or more frequent payments in respect to franchises
must not be charged to this account, but to the appropriate tax
account.

EU.3. LAND DEVNTED TO ELECTRIC OPERATIONS:

This account includes the cost of all land devoted to electric
operetions. It includes land occupied by generating stations and
their appurtenances, right of way and easements for transmission .
and distributing systems, rights of way for pipe lines, wgter
rights, end rights of pondage and submersion, (when such rights
have a life of over one year). Such cost when assumed or paid
by the respondent in its own behalf includes the cost of registrat-
ion of title, cost of examinaticn, notary's fees, taxes accrued
to date of transfer of title, and cost of obtaining coneents and
payments for abutting demages.

EU.4. BUILDINGS AND STRUCTURES:

This account includes the cost of all buildings and other
structures of a permanent character devoted to the general pur-
poses of electric current manufacture and distribution, such as
general office buildings, shops, storehouses, etables, except
power plants and substations.

EU.5. POWER PLANT BUILDINGS:

This account includes the cost of material used ‘“andrbakdrgpx-

pended in erecting buildings to._be used.fov hdusing power or gen-

erating plants. This account includes the cost of -~ £ a
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foundations, gas, water, and heafing pipes when attached to the
building permanently, and cost of plans.

EU.6. SUB#STATICN BUILDINGS:

This account includes the cost of material and labor expended
in erecting buildings to be used for sub-station purposes, includ-
ing excavations, permanent foundations, etc., and all pipes and
fixtures permanently attached to such buildings.

EU.T. FURNACES, BOILERS AND ACCESSORIES:

This account includes the cost of all furnaces, boilers, and
boiler apparatus and accessories devoted to the production of
steam for generating electric current. It includes boilsers and
valves, furnaces, grates, burners, flues, leading to smoke stacks
and chimneys, smoke stacks, mechanical stokers, feed and hot water
pipes, injectors, filtere, steam traps, exhaust pipes, pipes for
conducting steam from the boiler to the enginer.

EU.8. STEAM ENGINES:

This account includes the cost of all steam engines devoted
to the production of electric energy, and includes the specially
provided foundations and settings of such engines. The account
should be considered as including the complete engine and setting.

EU.9. GAS ENGINES:

This account includes the cost of all gas or gasoline engines
devoted to the production of electric energy, including specially
provided for foundations including the exhaust pipe.

EU.10. ELECTRIC GENERATORS:

This account includes the cost of all electric gemerating
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apparatus driven by engines operated by steam, gas or gasoline
or water. The specially provided for foundations for such generators,
shzll be included.

EU.1l. ACCESSORY ELECTRIC POWER EQUIMMENT:

This account includes the cost of all electric equipment of
generating stations not includible in the foregoing accounts, and
includes regulators, station switchboards, circuit breakers, switches,
ammeters, volt meters, watt meters and the like, ventilator appara=-
tus and air compressors.

EU.12. MISCELLANEOUS POWER PLANT EQUIPMENT:

This account includes the cost of all miscellaneous equipment
at power plants not includible in any of the foregoing accounts.

It includes the cost of cranes, hoists, machine tools, belts,
pulleys, hangers and counter shafts.

EU.13. SUBSTATION EQUIPMENT: |

This account includes the cost of all equipment at substatione.
Such equipment includes not only the electric machinery and appara-
tus, including storage hatteries, but all other equipment of amy
kind devoted to the purposes of substation work.

EU.l14. POLES AND FIXTURES:

This account includes the cost of towers, structures, poles,
cross-arms, and insulator pins, braces, brackets and other pole
fixtures except transformers, guys and other supports for holding
the towers, structures, etc., and all labor expended in connection

with the constructicn of pole lines or structures for carrying the

transmissicn and distributing lines.
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EU.15. CONDUIT SYSTEMS:

This account includes the cost of conduits in place required
for underground wires, and cableg, including manholes,pipes,
sewer traps, sewer drains, and all material necessary for the com-
pletion of the Conduit system.

EU.16; MUNICIPAL LIGHTING:

Includes the cost in place of all property of the utility
in poles, cross-arms, pinsy braces, insulators, arc lamps, outfits,
and suspensions specially provided for street or park lighting.
Such cost includes the cost of material, transportation, setting
poles, and restoring the surface to the conditiom required. This
account does not include any part of the property chargeable to
the distributicn system.

EU.17. TRANSMISSICN AND DISTRIBUTION SYSTEM:

EU. 17-A This account includes the cost of the transmission
system, including cables and wires.

EU. 17-B This account includes the cost of all distribution
main conductors and feeders, including the cost in place of all
cebles and wires. The charges to the account shall be divided
as follows:

I. Overhead distribution (or Transmission) system.
II. Underground distribution (or Transmission)
system.

EU.18.. ELECTRIC SERVICE WIRES::

This account includes the cost of all conductors, together

with the cost of all insulation and supports, connecting the main
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distribution wires with the house service wire of the consumers.
Note: Cost of renewing or modifying services should not be charged
to this account.

EU.19. ELECTRIC METER INSTALLATIONS:

Includes the actual cost of labor and materials for the first
setting of meters, for determining the amount of electric energy
delivered to consumers.

EU.20. LINE TRANSFORMERS AND APPURTENANCES:

This account includes the cost of a1l transformers, both
overhead and underground, lightning arresters, cutout boxes, in
pla€e in the transmission or distribution system.

EU.,21. ELECTRIC METERS:

Charge to this accountthe actual cost of meters used in
determining the amount of electric energy delivered to consumers,
plus freight and drayage, and the cost of labeling same, but not
the coet of setting.

EU.22., COMMERCIAL ARM LAMPS:

This account includes the cost of all property of the re=-
spondent in commercial arc lamps and fixgures supplied to the
commercial consumers.

EU.23. ELECTRIC TOOLS AND IMPLEMENTS:

Includes the cost of all tools and implements having a life
of more than one year, not classed as hand tools, liable to be
lost and which are not covered by any of the preceding accounts.

EU.24. ELECTRIC LABORATORY APPARATUS:

Includes the cost of all tesging apparatus and laboratory



equipment used for testing purposes.

EU.25. DAMS, CANALS AND PIPE LINES:

This account includes the cost of all dams, and appurtenances,
and pipe lines devoted to the utilitation of water power, and the
delivery of water to the turbine or water wheel, Charges should
include the cost of all dem equipment, walls, fences and other
supporting structures.

EU.26; TURBINES AND WATER'WHEELS:

This account includes the cost of all turbines and water
wheels, devoted to the conversion of water power into mechanical
power for the production of electric energy. It includes the
cost of the foundations or settings of the wheels or turbines.

EU.27. ELECTRIC MOTORS:

Includes the cost of all property of the respondent inelectrie
motors leased to consumers, and all appurtenances thereof,

EU.28. OTHER TANGIBLE EIECTRIC PROPERTY:

Includes the cost of all other tangible electric peoperty
not provided for elsewhere,

EU.29. CTHER TANGIBLE PROFPERTY OF THE RESPONDENT:

Includes all tangible property devoted to other purposes
than the electric energy.

EU.30. GENERAL EQUIPMENT:

This includes the cost of all equipment of general structures,
as provided for under the following heads:

EU.30-A General Office Equipment.

Desks, chatrs, tables, movable safes, engineer-
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ing equipment, etc.

FU.30-B General Shop Equipment.
Furnaces, boilers, engines, etc., used for
the purpose of operating machine shops, but
not for the purpose of operating generators.

EU.30-C General Store Equipment.
Movable counters, movable shelving, carts,
barrows, and other apparatus used in moving
material and stores.

EU.30-D General Stable Equipment.
Horses, harness, drays, wagons, equipment of
shops for the repairs of wagons, trucks, etc.

EU,31. ENGINEERING AND SUPERINTENDENCE:

This account shall include all expenditures for services of
engineers, assigtants, draftsmen, superintendents, clerks and
employees on preliminary andconstruction work, and all expenses
incident to their work; provided, that no charge shall be made te
this account unless the officeror employee is specifically assigned
to the particular work, and during the period of construction is
engaged in mo other work for the respondent.

EU.32. INJURIES DURING CONSTRUCTION:

This account includes all expenditures incident to injuries
to persons when caused directly in connection with the construction
of electric plant and equipment, also witness fees and amount of

final judgements and all premiums paid on casualty bonds during

construction.
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Note: No legal expenses aré chargeable to this account unless
such expenses are caused by employees specifically for an infury
cageé.

EU.33. LAW EXPENDITURES DURING CONSTRUCTIOM:

This account includes general expenditures of the following
nature, incurred in connection with the construction of an electric
plant or distributing system, namely, pay of and expenses of all
counsels, solicitors and attorneys, and of their clerks and attend-
ants and the expenses of their offices, cost of printing statigmery
and briefs, etc., and all other legal and court expenses during
construction,

EU.34. INTEREST DURING CONSTRUCTION:

This account includes the interest accrued upon all moneys
and credits available upon demand, acquired for use in connection
with the construction and equipgent of the property from time &f
acquisition until theconstruction is ready for use.

To this account should also be credited discounts realized
through prompt payment of bills for materials and supplies uded in
construction work, unless such discounts are credited to the par-
ticular bills.

EU.35. MISCELLANEOUS CONSTRUCTION EXPENDITURES:

This account includes the salaries and expenses of executive
and general officers of an electric plant under construction, clerks
in general offices, engaged in strictly construction accounts or

work, and rent of general offices when occupied solely by construcke

ion officers and employees.
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EU.36. TAXES:

This account shall include only taxes accrued on any portion
of the plant during the construction thereof, before the same is
open to operation; such taxes having been actually paid or an estab-
lished charge against the utility. Wﬁere taxes are assessed for
paving, sewerage system, or curbing, the actual money paid may be
consldered a proper charge to construction.

METHOD OF REPORTING ORIGINAL COST.

All reports of original cost and additions and betterments or
abondeoned property shall be made. on bond or flat paper, the dimen-
glons of which shall be && x 14 inches.

When any electric utility has no additions, betterments, con-
etructicn or abondoned property to report for a given calendar
quarter, such utility may advise the Corporation Commissicn of such
fact by letter on or before the 15th day ofvthe month following the
last month of the calendar quarter for which the report is to be
made.

For all accounts the labor, material and freight charge cost
for each unit must be shown separately, and the total labor, mater-
jal and freight charge cost must be itemized and classified as
such for the total of the account. Each completed will appear as
a complete bill of material.

Any entry not enumerated for the accounts must be shown by
original units with cost per unit, quantities and total cost.

When unit costs are composed of labor, material and‘frq;gwﬂ

-~

charges, such unit costs must be shown for each alemeif osing
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the unit cost and the total cost for the unit.

When more than one sheet is used for an account, the total
for each sheet must be carried forward. The grand total for each
account will appear at the bottom of the last shset.

No report will be accepted as complete unless the details of
each account as required by these instructions are shown.

Previous to the reporting of the cost of all properties used
by the respondent utility for more than one service, such respondent
shall submit a formula for the Commission‘'s approval, showing in
detail the proposed method upon which the cost of property is intend-
ed to be divided, but no assignment of property used for more than
one service shall be made until the spproval of the Commission is
received by the respondent. This contemplates the division of
property costs where a gas utility or eleciric utility operates
jointly or where a gas or electric utility operates ice plants,
water plants, laundries, cotion gins, or other utilities.

EU.1. CRGANIZATICN:

Completie analysis of the charges to this account supported by
copies of vouchers actually paid, must be attached toc the report
for the account.

EU.2. TFRANCHISES:

Copies of all franchises, contracts or bills of sale which in
themselves must show the cost of franchise, supported by copies of
paid vouchers, must be attached.

EU.3. LAND DEVOTED TO ELECTRIC OPERATION:

Municipal plats showing the general location of all property
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owned or used by the respondent must be filed and must show an
identifying number on each 166 acre sract of land {or fraction
thereof) into which said plat is divided, for the purpose of show=-
ing all facilities in detail as required by the following para-
graph.

Meps showing the 166 acre tracts of land (or fraction thereof)
drawn to a scale of 200 feet to the inch, andshowing on each sub=-
division, the exact location of all buildings, poles, wires, trans-
formers, street lights, conduits and manholes used in connection
with the manufacture, distribution or transmission of electric
current shall be filed. All of the above items 'except location
of buildings shall be indicated by symbols, and the legend de-
scribing such symbols shall be noted on each map.

Ground or floor plans shall be furnished (and drawn to a
scale of 1/4 inch to the foot) showing the location of all build-
ings and structures and facilities therein.

On all location maps shall be placed an arrow-head 3 inches
long pointing due north with the letter "N" at the point.

EU.4. BUILDINGS AND STRUCTURES:

Give complete description, cost, freight charges, unit cost
and total cost.

EU.5. POWER PLANT BUILDING:

Complete description of each unit, unit cost, total cost of
each unit and total cost of account.

EU.6. SUBSTATION BUILDINGS:

Complete description of each unit, unit cost, total cost of



each unit and total cost of accbunt.

EU.7. FURNACES, BOILERS AND ACCESSORIES:

Complete deacription of each unit, unit cost, total cost
each unit and total cost of account.

EU. 8.STEAM ENGINES:

Complete description of each unit, unit cost, total cost
each unit, snd total cost of account.

EU.9. GAS ENGINES:

Complete description of each unit; unit cost, total cost
each unit and total cost of account.

EU.10. FLECTRIC GENERATORS:

Complete description of each unit, unit_cost, total cost
each unit and total cost of account.

EU.1l1. ACCESSRY ELECTRIC POWER EQUIPMENT:

Complete description of each unit, unit cost, total cost
each unit and total cost of account.

EU.12. MISCELLANEQUS POWER PLANT EQUIPMENT:

Complete description of each unit, unit cost, total cost
each unit and total cost of account.

EU.13. SUB3TATION EQUIPMENT:

Complete description of each unit, unit cost, total cost
each unit, end total cost of account.

EU.14. POLES AND FIXBURES:

35
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Where separate poles and fixtures are used for distribution

and transmission systems, the detmils for this account should be

so reported. For each of the items enumerated, the following in=-
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formation is required:

Poles: Numbér, kind, length, size at the top, unit cost and
total cost.

Towers: Number, kind, length, size at the top, unfit cost and
total cost.

Guys and Stubs: Number, size, kind, unit cost and total cost.

Cross-Arms and Cross-Arm Braces: Kind, length, unit cost
and total cost..

Insulating Pins: Number, kind, size, unit cost andtotal costs

Insulators: Numbers, kind, size, unit cost and toﬁal cost.

Other poles and Fixtures: Number, kind, size, unit cost and
total cost.

EU.15. CCNDUIT SYSTEM:

Conduits: Kind, size, length in limeal feet, unit cost per
foot and total cost.

Manholds : Number, kind, size, unit cost and total cost.

Other Conduit Material: Number, kind, size,length, unit cost
and total cost.

EU. 16. MNUNICIPAL LIGHTING:

Complete description, number kind of service, unit cost and
total cost.

BEU.17. TRANSMISSION AND DISTRIBUTION SYSTEM:

Vires: Guage, kind of insulation, feet per pound, unit cost
per pound, total number of lineal feet, total number of pounds and
total cost of each kind and size; In reporting property, cost

should be divided between obverhead and underground distribution and
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transmission systems.

EU.18. ELECTRIC SERVICES:

Number, kind, capacity, name of manufacturery; unit cost and
total cost.

EU. 19. FELECTRIC M:TER INSTALLATION:

Number of meters set, cost per meter and total cost.

EU.20. LINE TRANSFORMERS AND APPURTENANCES:

Number, kind, capacity, name of manufacturer, unit cost and
total cost.

Other Appurtenances: Number, kind, capacity, name of manu-
facturer, unit cost and total cost.

EU.21. ELECTRIC METERS:

Number, kind, capacity, unit cost and total cost.

EU.22. COMNIMERCIAL AR LAMPS:

Number, kind, name of manufecturer, unit cost and total cost.

EU.23. ELECTRIC TOOLS AND IMPLEMENTS:

Complete description of each unit, unit cost, total cost.

EU.24, FLECTRIC [LABORATORY APPARATUS:

Complete descripticn of each unit, unit cost and total cost.

EU.25. DAMS, CANALS AND PIPE LINES:

Complete description of each unit, unit cost, total cost of
each unit and total cost of account.

EU.26. TURBINES AND WATER WHEELS: ,
Complete description of each unit, unit cost, total cost of

each unit und total cost of account.

EU.27. ELECTRIC MOTORS:
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Number, kind, name of manufacturer, unit cost and total cost.
EU.28. OTHER TANGIBLE ELECTRIC PROPERTY:
Complete description of each unit, unit cost and total cost.
¥U.29. OTHER TANGIELE PROPERTY OF THE RESPONDENT:
Complete description of each unit, unit cost and total cost.
EU.30. GENERAL EQUIPMENT:
Give complete description of each unit, unit cost and total
cost.
EU. 31. ENGINEERING AND SUPERINTENDENCE:
All charges should be itemized and copy of sach voucher sup-
porting such charge must be attached to the report. |
EU.32. INJURIES DURING CONSTRUCTION:
Analysis of vouchers actually paid by separate claims should
be shown and copy of each véucher supporting claims must be attached
EU.33. LAW EXPENDITURES DURING CONSTRUCTION:
All charges should be itemized and copies of sach voucher
supporting such charge must be attached to the report.
EU. 34, INTEREST DURING CONSTRUCTION:
Complete analysis of the interest due and the credits and
discounts should be shown for each charge or credit to this accounts
EU.35. MISCELLANEQOUS CONSTRUCTIUN EXPENDITURES:
Cokplete analysis of all charges to this account should be shown
on the report and copies of supporting vouchsrs must be attached.
EU.36. TAXES:
Full and complete copies of vouchers for payment of taxes
chargeable to construction shall be attached and an explanation of

such charges furnished.
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METHOD OF REPORTING ADDITICNS AND BETTERMENTS OR ABANDONMENTS,

Under the provision of Section 5 of this order, quarterly

reports showing all new construction, additions and betterments

or abondonments shall be made, and shall be compiled in the same

manner and according to the same rules as for the original son-

gtruction cost and inventory.

The source of receipt and detailed information relative to

acquisition of all moneys expended for each account shall be

shown.

On last page of the quarterly report, and immediately preced-

ing the oath, the following date shamll be shown:

Total amount charged to property accounts as

reported Juna 30th, 1914 = « = = = = = = = = $

Total net charges to property accounts for

the periocd July 1lst, 1914, to last day of the

calendar querter, both inclusive praceding

the quarter for which this report is rendered,

per quarterly rbports filed with the Commission - -$
Totel net charges to property accounts for the quarter

Of = = = = = =

, 19= = =, per this report- -~ ~ §
TOTAL CHARGES TO PHDPERTY ACCOUNTS OM LAST DAY

OF CALENDAR QUARTER FOR WHICH THIS REPORT IS MADE
CATH

All reports made to the Commission in accordance with the

requirements of this Order, shall bear the following oath, ex-

cept when a series of reports are made at one time and permanently

attached together, then the last sheet of such report may carry
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the oath for the attached reports.

STATE OF

: B8,
COUNTY OF

This is to certify that this report was prepared under the
requirements of QOrder No.__, and instructions as promulgated by
the Corporation Commission of Oklahoma, under my personal super-
vision. I further certify that it is in accordance with the books

and records of this company, and that the above report is correct.

“Chief Engineer

“Mgnaging Officer.

Subscrived and sworn to before me this the__ day of

» AeDe, 19

CLEARING ACCUUNTS:

Accounts EU-31, EU-32, EU-33, EU-34, EU-35, and EU-36, as
herein named (with text pertaining thereto) are provided for cer-
tain expenditures which usually affect all classes of construction
but need to be brought together in one account in order that the
total of each such class of expenditures may be known. ZEach account
nemed in this paragraph can, if so desired, be cleared by apportion=-
ing the total expenditures in each account to other appropriate
property accounts on the basis of service rendered, as determined
by the actual time devoted toparticular jobs, or if actual time
cannot be allocated then upon an equitable basis fixed by the of(icens
of the company, but the total for each account must be shown separ-

at el}' .
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BALANCE SHEET ACCOUNTS
Definitions and Instructions.

Balance Sheet Accounts defined. By Balance Sheet Accounts
are meant those titles under which khe ledger accounts are com-
bined and summarized to show the asseté, liabilities, and profit
or loss of the business at a given time. Where the title and
definition of a Balance Sheet Account indicate that itis a summ-
ary of other accounts, it is not required that a special ledger
account shall be raised under such a title to include the balance
from the accounts usually carried on the ledger.

ASSETB: The term Assets is an accepted designation of the
wealth or momey's worth, either actual or nominal, in the poss=-
ession or control, or at the disposal of individusals, firms, eor-
porations, or governments, when the wealth or money‘'s worth is
considered as resources for satisfying the obligation of debtors
to creditors, and those of trustees to their principals.

Corporate deficit is the excess of the expense and deductions
over revenue or income, and represents the amount due to the cor-
poration by its proprietors, or propriéty interests for the re-
placement of lost invested capital.

LIABILITIES: Liabilities are primarily amounts of monsy or
quantitiés of other specified forms of wealth which pasons, firms,
corporations, or governments are under obligation to pay or de-
liver, or for whose custody, use, payment, or expenditure they

are responsible, or amounts representing losses or depreciation of

assets incurred byt not realized..



Corporate surplus is the excess of revenue or income gver
expenses and deductions, .or portions of the property rights or
equity of the proprietors.

ASSET ACCOUNT

1. FIXED PROPERTY INSTALLED PRIOR T0 JULY 1, 1914.

In this account (on the balance sheet statement), shall be
shown the total of the balance in the ledger accounts represeht=-
ing the corporation's fixed property which was installed prior
to July 1, 1914, and which is still in service at date of the
balance sheset.

2. FIXED PROPERTY INSTALLED SINCE JUNE 30, 1914.

This account is a summary of the accounts representing the
corporation's fixed property installed since June 30, 1914, and
should show the cost of the fixed property which has been installed
since that date and is still in service at the date of the balance
sheet.

3. CASH AND DEPOSITS.

(A) CABH. Charge to this account the amount of current funds
available for use on demand in the hands of financial officers
and agents, or deposited in banks or with trust companies, and cash
in transit for which agents receive current credit.

(B) SPECIAL DEPOSITS. Charge to this account special deposits
to pay declared dividends or matured interest, cash realized from
the sale of securities held for disbursement when the purposes for
which the securities are sold are accomplished; special deposits

other than in sinking funds for the payment of debts and interest,
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not matured; also money and securities deposited to secure the
performance of contracts, and other deposits of a special nature
not provided for elsewhers.

4, NOTES RECEIVABLE:

Char@e to this account thecost of all collectible obligations
in the form of notes receivable or other eimilar evidences of
money receivwable on demand or within a time not exceeding one
year. This does not include interest coupons. Time loans that
mature more than one year after date of issue shall be considered
as investments and shall not be included in this account.

5. ACCOUNTS RECEIVABLE.

Include in this account all amounts owing to the corporation
upon accounts with ‘solvent concerns other than banks, slso the
cost of all accounts and claims (except notes or neéotiable bills)
upon which responsibility is acknowledged by solvent concerns or
which are sufficiently secured to beconsidered good, and of all
judgment .» against solvent concerns where the judgment. is not
appealable or suspended through appeal.

Thefollowing sub-accounts are provided:

A. Accounts with System Corporations. Charge to this account
amounts due from proprietary, affiliated, controlled and controll-
ing corporationson open accounts other than those provided for in
Account No. 8-B, "Advances to System Corporations for Construction,
Equipment and Betterments.”

B, Due from Consumers and Agents. Charge to this account

amounts due from consumers and agents for services rendered or



or billed.

Note: Accounts with consumers and agents shall be kept in
such manner as will enable corporations to show amounts due from
consumers and agents for current accounts, for delinquent accounts,
and amounts due from consumers whose service has been suspended.

C. Miscellaneous Acgaunts Receivable. Charge to this account
amounts due from employees for working funds advanced and amounts
due from miscellanesus debtors upon open accounts considered
collectible.

6. INTEREST AND DIVIDENDS RECEIVABLE:

Charge to this account all interest considered collectible,
accrued but not as yet collected upon bonds, notes or other comm-
ercial paper held by or for the benefit of the corporation? all.
dividends declared or guaranteed by solvent concerns but not yet
collected the right to which is in the corporation.

7. OTHER GURRENT ASSETS:

Charge to this account the cost of all current assets which
are not includible under any of the foregoing accounts. By Current
Assets are meant only those things that are readily convertible
into money and which are hseld not as investments, but with the in-
tent of being presently converted into money.

8. INVESTMENTS:

This account includes the cost of all properties acquired
or held not for use in present operations, but as a means of ob=-
taining and exercising control over othee corporations, or for

income to be derived therefsom, or for a raise in value, op for
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devotion to future operations, and for securing other business ad-
vantages that may seem possible through their acquisition and
possession.

It is sub-divided as follows:

A. SECURITIES OF OTHCR CORPORATIONS.

Charge to this account thg cost of stocks and bonds and other

evidences of indebtedness issued by other companies. This account
does not include any stocks, bonds, or other evidences of indebted-
ness issued or aésumed by the accounting corporation.
Note: 1In the annual reports to the Corporation Commission, in-
vestments will be required to be classified so as to show those
held subject to a lien of some character and those held free of
all lien or pledge.

B. Advances to System Corporations for Construction, Equip-
ment and Betterments. Charge to this account advances to pro-
prietary, affiliated, coatrolled and controlling corporations to
enable such corporations to pay for construction, equipment, add;-
tions, and betterments, when such advances are of a permanent
nature (i.e., where there is not an understanding that the ad-
vances afe to repaid within one year) or when it is understood
and intended that reimbursement shall be made by the issue of the
securities of the debtor corporation.

Note: Temporary advances on open accounts to system corpor-
ations and such advances for purposes other than construction,

equipment, additions and betterments shall be included in accounts

receivable.



C. Miscellaneous Investments. Charge to this account all
other investments of a permanent nature in intangible and in
physical property not held for the operation of the Companyls plant.

Note: In the annual reports to the Corporation Commissionm,
investments will be required to be classified so as to show those
held subject to a lien of some character and those held free of all
lien or pledge.

9. MATERIALS AND SUPPLIES:

Charge to this account the cost {including transportation) of
all materials and supplies acquired, and the value of discarded
equipment, and of equipment materials, and supplies returned to
store, regardless of whether the same are intended to be consumed
in construction or in operation, or later to be sold.

Inventories,of materials and supplies shall be teken at least
annually, and any shortages or overages disclosed by such inven-
tories shall be.credited or debited to this account.

10. SINKING FUNDS:

Charge to this account the smount of eash and the cost of
live securities in the hands of trustees of sinking and other funds
for the purpoas of redeeming outstanding obdigations, also amounts
deposited with such trustees on account of mortgaged property sold.
A separate account shall be raised for each sinking fund. When
any security of the same issue as that for which a sinking fund
is created is acquired through the operation of the sinking fund,
the par value of the security shall be charged to the liability

account to which it stands credited and not to the sinking fund



account.

11.0THER SPECIAL FUNDS:

Charge to this account the amount of cash and the cost of
securities held in trust by or for the corporation in insurance
funds, pension funds, hospital funds, and other similar special
funds not provided for in the preceding accounts. A separate
account shall be raised for each fund.

Note: Securities issued or assumed by the corporation may be
included among the assets of special funds only when they represent
the actual investment 4f dunds held in trust and when the fund so
keld would share in the distribution of assets covered by the
securities in case of foreclosare or dissolution.

12. TREASURY SECURITIES:

Cparge to this account the par value of all stocks a?d bonds
which have been authorized and issued by the corporation or assum=-
ed by it and held by the Treasurer or other fiscal agent of the
corporation for its benefit. When such securities are sold their
par value shall be credited to this account.

13. PREPAID EXPENSES:

A. Prepaid Rents. Charge to this account the amount of rents
paidin advance of the enjoyment of the term. As the term is con=-
sumed, credit this account at monthly intervals and debit the
appropriate rent account with the amount applicable to the month.

B. Prepaid Taxes. Charge to this account the excess of taxes
paid over the amount properly chargeable to income or other accounts

as shown by the debit balance in the Tax Liability account.
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c. Prepaid Insurance., When premiums on insurance policies
are paid in advance of their accrual, the amount prepaid shall be
charged to this account. As such premiums accrue, they shall be
credited at monthly intervals to this account and charged to the
appropriate expense account.

D. Other Prepayments. When other prepayments are made for
anything other than as provided for in the three preceding accounts,
the amount of such prepayments shall be included in this account.

14, UNAMORTIZED DISCQUNT ON SECURITIES AND EXPENSE:

When capital stock, funded debt securities and other evidences
of indebtedness are disposed of for a consideration whose cash
value is less than the sum of the par value of the securities or
other evidences of indebtedness and the interest thereon accrued
at the time the transfer takes place, the excess df such sum of the
par value and accrued interest over the cashvalue of the consider-
ation received shall be charged to this account. To this account
shall also be charged all expense connected with the issue and
sale of evidences of ddbt, such as fees for drafting mortgages and
trust deeds, fees and taxes for recording mortgages and twust deeds;
cost of engraving and printing bonds, certificates of indebtedness,
and other commercial paper having a life of more than one year;
fees paid trustees,provided for in mortgages and trust deeds; fees
and commissions paid underwriters and brokers for marketing such
evidences of debt, and other like expenses not elsewhere provided
for.

15. OTHER SUSPENSE:
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This account includes all debits not elsewhere provided for
and the proper final disposition of which is uncertain. It will
include all such matters as expense of preliminary surveys, plang
investigations, etc., made for determining the feasibility of pro-
jects under contemplation. Should any such project later be carried
to completion, such amounts shall be credited to this account and
charged to the proper . pfoperty accounts. Should a project be
abandoned such amount shall be charged tovprofit and loss.,

16. CONSTRUCTION WORK IN PROGRESS:

In this account may be included amounts expended upon plant
that is in process of construction under estimates or work orders
but is not ready for service at the date of the balance sheet. It
includes, also, such proportion of plant supervision.expenses,
enginsering expenses, tool expenses, supply expenses, and general
expenses as may be properly chargeable to the construction work
included under this account.

When the work is completed on any job, the cost of which has
been included in this account, the sub-account, covering that job
shall be credited with the amount at which it stands charged, and
the appropriate property or other accounts shall be concurrently
charged; but in no case shall any expenditure be carried in this
account beyond the close of the fiscal yeér next succeeding that
in which the expenditure is made.

17. OTHER INTANGIBLE PROPFRTY:

Charge to this account the cost of all other intangible
property devoted to operations. Entries of charges to this account

shall describe the acquired property with sufficient particularity



o0

clearly to identify it, and shall also show specifically the prin-
cipal from whom acq%ired and all agents representing such principal
in the iransaction; also the term of life of such property, estimated
is not known, and if estimated, the facts upon which the estimate

is based.

18. CORPORATE DEFICIT:

Under thie head should be shown the debit balance, if any, in
the "Corporate Surplus or Deficit Account.”

LIABILITY ACCOUNTS

19. CAPITAL STOCK:

To this account should be credited the par value of the capital
stock issued and outstanding, including any that may be in the cor-
poration's treasury, or held in trust for it, or in sinking or
other funds.

20. INSTALLMENTS ON STOCK SUBSCRIPTIUNS:

To this account should be credited the amounts received for
capital stock to be paid for in installmentsy until such stock is
iasued.

21. FUNDED DEBT:

The funded obligation of the corporation shall be divided inte
clagses, each class agreeing in all of the following four character-
istics:

1. Mortgage or other lien, or security therefor.

2. Rate of Interest.

3. Interest Date.

4., Date of Maturity.
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A separate sub-account shall be opened for each mortgage, note,
or other lien or security. and no accounts or debts not agreeing in
the characteristics as abovd shall be included in the same sub-
account.

To the proper sub-account shall be credited when issued the
total receipts for the sale of evidence of indebtedness secured by
the mortgage, etc. The entry in any account shall show also the
purpose for which funded debt is issued and shall make intelligible
reference to the book, page, and account wherein are shown any
discount or premium realized on the amount issued or assumed.

If the consideration received for the indebtedness i8 other
than money, the entry shall show to whom issued and shall describe
with sufficient particularity to identify the actual consideration
received.

If the issue in any case is to an agent of an undisclosed
principal, the name and address of agent and the fact of his agencj
must be shown in the entr&; also short time securities or notes and
mortgages payable which are due at a date over one year in the
future.

22. RECEIVER'S CERTIFICATZS:

When any receiver acting under the orders of a cvurt of com-
-petent jurisdiction is in possession of the property of the cor-
poration, and under the orders of such sourt issues certificates
of indébtednesa chargeable upon such property, the par value of
such certificates shall be credited to this account.

Interest accruing upon such certificates shall also be cred-



ited monthly to this account.
23. ADVANCES FROM SYSTEM CORPORATIONS FOR CONSTRUCTION,
EQUIPMENT AND BETTERMENTS.

Credit to this aécount advances from poprietary, affiliated,
controlled and controlling corporations to enable the accounting
corporation to pay for construction, equipment, additions and
betterments when such advances are of a permanent nature (i.e.,
where there is not an understanding that the advances are to be
repaid within one year) or when it is understood and intended that
a reimbursement shall be made by issue of the securities of the
debtor corporation.

Mote: Temporary advances on open accounts from system corpor=
ation and such advances for purposes other than construction,
equipment, additions and betterments shall be included in accounts
payable. ,

24, NOTES PAYABLE:

When any note or draft which matures not later than one year
after date of issue or of demand is issued or the primary liability
thereon assumed by the corporation, the par value thersof shall
be credited to this account and when it is paid it shall be charged
to thie‘accouﬁ% and credited to "Cash® or other suitable account
except secured notes poper to be included in Account No. 20, "Funded
Debt?

25. ACCOUNTS PAYABLE:

Include in this account the credit balances, showing all

liabilities of the corporation upon open accounts, as provided in



the following sub=-accounts:

A. Accounts with System Corporations, Credit to this account
the amounts owing to propristary, affiliated, and controlled or
controlling corporations on open accounts other than those provid-
ed for in Account No. 22, "Advances from System Corporations for
Construction, Equipment and Beiterments."

B. Audited Vouchers and‘Wages Unpaid. Credit to this account
the amount of audited vouchers or accounts and audited payrolls
unpaid on the date of the balance sheet. Includs also the amount
of unclaimed wages and outstanding pay and time checks issued in
payment of wages.

C. Consumers® Deposits. Credit to this accouné as such de-
posits are made all cash deposited with the corporation by con-
sumers for service as security for the payment of bills. Deposits
refunded should be charged to this account and credited to cash.
Deposits epplicable to uncollectidle bills should be credited to
the account of the consumer and debited to this account.

D. Miscellaneous AccountsyPayable. Credit to this account all
smounts owing to miscellaneous creditors on open accounte and not
provided for elsewhere.

26, INTEREST ACCRUED:

Credit to thie account at the close of each month the interest
accrued during the month upon the interest-bearing indebtedness
jgsued or assumed by the corporation except interest on judgements

and receivers' certificates. When such interest is paid it whould

te charged to this account and credited to "Cash™ or other suitable



account. The interest accruing on any judgement against the
corporaticr. or upon any receiverd' certificates shall be credited
to the account to which such judgement or receiverw' certificates
gtand credited.

27. TAXES ACCRUED:

To this account should be credited taxes that have accrued °
but are not yet due. The full amount of taxes for the year should
be estimated and charged equally (ore twelfth) to the tax account
of each month with corresponding credit to this account, as soon
as the amount of the taxes for therperiod is known, the accounts
should be adjusted to conform. When taxes become due and are
vouchered, they should be charged to this account.

28. DIVIDENDS DECLARED:

When any dividend is declared, the amount of the dividend
shall be credited to this account and here remain until it is
paid, when the amount of the payment shaell be charged to this
account and credited to "Cash" or other suitable account.

29. SERVICE BILLED IN ADVANCE:

When bille are made for service to be rendered in future
months, and the amount of the bills is included in "Accounts Re-
ceibable™ btut not in the revenue accounte, the proportion of the
bills applicable to future months shall be credited to this account.
Ags the term for which the bills are made expires, the appropriate
revenue account should be credited and this account Bebited with
the amount uppliceble to the current month.

30. PESERVE OR ACCRUED DEPRECIATION:
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Credit to this account or to appropriate sub-accounte such
smounts as are concurrently charged to Depreciation. Charge to
this account or to appropriate sub-accounts (except as prescribed
in the notes hereunder) the realized deprecistion in the several
clagses of tengible property; that is, the difference between the
original cost (estimated if not known) of property relinquished,
retited, or destroyed, and the value of any salvage recovered.
Charge else to this account such part of the expenditures f;r
repairs concurrently credited to appropriate account as may have
been provided for in estimating the rate of depreciation.

31. CASUALTY AND INSURANCE RESERVES:

When any admitted liability arises because of loss or damage
to progerty of others, or of injuries to employes or other per-
sons, the amount of the liability ﬁay (if not previously provided
for by insurance of self-insurance) be charged to the appropriate
operating expense or other accounts and credited to this account,
against which (insuch case) the actual cost of satisfaction of the
liability shall be charged when the matter is determined. If the
extent of the liability cannot be #scertained promptly after the
liability arises, it may be estimated as accurately as practicable
for the purpose 6f determining the immediate charge to the expense
or other appropriste account, in which case the matter shall be
adjusted when the extent of the liability is definitely ascertained.
If the loss ie of such character that it is in whole or inpart in-
demnifiable under any contract of insurance carried by the corpor-

ation, the indemnifieble portion of the loss shall be charged to



the insurer and credited to "Casualty and Insurance Reserves.”
Also credit to this account the amounts charged to operating ex-
penge “Insurance,” to cover self-carried. risks.

32. RESERVES INVESTED IN SINKING FUNDS:

Credit to this account appropriations from surplus speci-
fically invested or set aside in the hands of trustees for sink-
ing end redemption funds, including accretions to such funds.

33. CORPORATE SURPLUS UNAFPROPRIATED:

Under this head should be shown the credit balance, if any,
in the "Corporate Surplus or Deficit Account.”

INCOME ACCOUNT, .

Income account defined.

The income account brings together those accounts that show
the total amount of money that the corporaticn has received or
becouwes entitled to receive for seryices rendered during a given
period, the return accruing during the period upon investments, end
the distursements and obligations incurred that effect the dis-
positicn of the amounts so received or accrued. The following
accounts make up the income account statement and should be closed
into the Income Account at the close of the year or other fiscal
period.

101. CPFRATI!NG REVENUES:

Include in this account the total operating revenues of the
corporaticn for the period covered by the income statement.

1C2. CPERATING EXFENSES:

Include in this account #i® total expenses of the corporation
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for the period covered by the income statement.

103. MNCL-OPERATING REVENUES:

A. Rent accrued from lezse of plant.

Credit to this account monthly as they accrue, all revenues
from the corporations interests in plant or equipment held by
others under some form of lease whereby it surrenders possession
of such property. This account is intended to cover only rents
receivable for the use of plants or operating units held as a
whole under some form of lease.

B. Miscellaneous rent revenues.

Credit to this account monthly the revenues accruing to the
corporation as a return upon rented prdperty other thanplant and
equirment held by others under lease as provided for in preceding
account.

C. Interest and Dividend Revenues.

Credit to this account monthly all revenues accruing to the
corporation, not retained in specific sinking or other revenue
funds, from interest upon all its bank balances, special deposits
and other assets, when such interest is a liability of solvent
concerns or ‘ndividuals and, from dividends declared or guaranteed
by solvent concerns upon stocks held by the corporation. No in-
terest or dividends upon securitiesissued or assumed by ths aeccount-
ing corporaiion shall be credited to this account nor to any
other revenue account.

D. Sinking and other reserve fund accretions.

fredit tc this account and charge the appropriste fund or
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ity trustee monthly tﬁe revenues acecruing from securities and other
agsets in the hands of trustees or specifically set aside for sink-
ing or cther special funds, when the revenues are retained as a
part of the funds. Such revenues may include approprieticne equal
to interest upon securitiesissued or assumed by the accounting
corporatinn where such securities are acquired through the oper=-
ation of & sinking or other reserve fund.

E. Profits from operations of others.

Whenever in accordance with the terms of any contract the cor=-
poration is entitled to participate in the profits from operaticns
of others, all revénues accruing te the corporation from such
source ghall be credited to this account.

F. Miscellaneous non-operating revenues,

Credit to this a&count all non-operating revenues not provided
for in the foregoing accounts.

104, MON~QPERATING REVENUE DEDUCTIONS:

4. Rent expense.

Charge to this aécount all expenses arising in connection with
the procuring of revenuese from rented propetrtiy sﬁch as the cost of
negotiating contracts, advertising for tenants, fees paid eonvey-
ancers, collector's commissiuns, cost of enforcing payment of rent,
cost of ousting tenants, etc. This includes the expenses accruing'
while the property is idle and awaiting an occupant; also the cost
of maintenance of the property when such cost is borne by the cor-
poratinn. Such maintenance includes depreciation as well as re-

parable wear and tear. It does not include taxes.



B. Interest expense.

Charge to this account allexpense arising in connectiom with
procuring interest upon investments, such as expense of collection,
expenge of investigating delay in payment, expense of enforcing
payment and the like. It does not include taxes on such invest-
ments.

C. Dividend expense.

Charge to this account all expense arising in connection with
the collection of dividends on stocks of other corporation, in=-
cluding expenses incurred in the investigation of the affairs of
the corporations whose stocks are held, whether for the purpose
of detecting .mismmanagement or for the purpose of inducing the
declaration of dividmmds and all expenses connected with enforcing
payment of dividends when declared. It does not include taxes
on such investments.

D. Cthers operations expense.

Charge to this account the cost of negotiating contracts
whereunder the corporation is to participate 1n the profit resulting
from operations of others; also all expense af collecting the cor-
poration's proportion of such profits, and all expense connected
with procuring the modification of the dissolution of any such
contract.

E. Miscellaneous non-operating expense.

Charge to this account all non-operating expense not provided
for in the foregoing sub=-accounts.

F. Non-operating taxes.
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Charge to this account 2ll taxes payable by the corporation
accrued upon non=-operating property and all taxes assignable to
non-operating revenues.

G. Uncollectible non-operating revenues.

When any non-sperating revenues are judged by the corporation
to be uncollectible, the amount thereof shall 59 credited to the
account in which heretofore charged and charged to this account.

105. INTERESTACCRUED ON FUNDED DEBT.

Charge to this account monthly all interest accrued on out=-
standing funded debt issued or assumed by the corporation. This
account does not include interest on securities ﬁeld by %he cor=
poration in its treasury, in sinking or other reserve funds or
pledged as collateral. .

106. OTHER INTEREST DEDUCTIONS

Charge to this account monthly all interest accrued on re-
ceivers certificates and on interest bearing unfundedobligations
of the corporation.

107. RENT DEDUCTICNS.

Include in tﬁis account monthly all amounts accrued against
the corporation for rents, other than minor rents provided for
elsewhere as chargeable to operating expenses. It includes the
matters provided for in the following sub-accounts:

A. Rent for lease of plant.

Charge to this account monthly all amounts accrued against
the corporatiom for the.rent of plant and eqﬁipment which it holds

under some form of lease from another, end which it has the ex=-
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clusive possession of. This account is intended to cover only
rents payable for the use of plant or operating units held as a
whole under some form of lease.

B. Rent for conduits, poles and the like.

Charge to this account rents payable accruing for the use of
ducts, conduits or subways owned by others and rents for the use
of poles, fences or buildings owned by others and rents for the
use of poles, fences or buildings used as supports for the elec-
tric lines of the accounting corporation.

C. Rents for instruments and equipment. .

Charge to this account the rents payable accruing for eleétric
or gas instruments and equipment owned by others. This does not
include smounts paid lisensor electric or gas corporations under
an agreement to pay a certain percentage of revenues for use of
instruments, privilege of connection, etc.

109. MISCELLANEQUS DEDUCTIONS FROM INCOME.

Include in this account the matters provided for in the follow=-
ing sub=-accounts:

A. Loss on operations of others.

Whenever, in accordance with the tems of any contract, the
corporation is bound to contribute toward reimbursement of the
losses resulting from the opergtions of others, all liabilities
accruing to the corporation from such source shall be charged to
this account.

B. Uncollectible Bills;

Charge to this account, and credit the account receivable



622

which heretofore carried, she amount of any account for service
which after a reasonably diligent effort to collect, has proved
impracticable of collection. This account includes only uncollect-
ible bills for amounts which habe been treated as operating pevenues.

C. Cther contractual deduction from income.

Charge to this account all deductions from gross income, which
are in the natureof fixed charges and not provided for elsewhere,
such as those required by the terms of some agreement, contract,
charter, provision, law or ordinance.

CORPORATE SURPLUS OR DEFICIT ACCOUNT.

Corporate Surplus or Deficit Account Defined:

This account or summary is the connecting link between the
income account and the balancd sheet. It summarizes the changes
in the corporate surplus or deficit during a given fiscal period
resulting from the business transactions during that period as
well as those affected by any disposition of net profits made sole-
ly at the option of the corporation, by accounting adjustments
not properly attributable to the period, or by miscellaneous losses
or gains not provided for elsewhere. To this account should be
carried the net balance of the accounts forming the Income Account,
and in it should be summarized all optional appropriations (in-
cluding dividends); miscellareous adjustments due to errors in
accounting in prior fiscal periods; profits from the sale of se=-
curities or other property; losses upon property sold or otheswise
retired and not covered by reserves, and unusual losses and gains

of like nature. For these matters the following accounts are provid-



ed; their net balance added to the net balance from the Income
Account should show the net surplus or deficit on the date of the
balance sheet.

110. DIVIDENDS OGN OUTSTANDING STOCK:

When any dividend is declared upon any outstanding stocks of
the corporation, the amount of such dividend shall thereupon be
.charged to this account. All entries to this account shall show
the amount of stock upon which the dividend is declared as well
as the amount thereof. If the dividend is payable in anything
other than money such thing shall be described in the entry with
sufficient particularity to identify it, endthe actual money value
thereof shall be stated as the amount of the dividend.

When any dividend is deelared upon the stocks of the corpor=
ation owned by or held in the behalf of the corporation, the amount
of such dividend thereon shall be credited to this account. Entries
of credits to this account shall be made with the s;me degree éf
particularity as is prescribed in the preceding paragraph.

111. SINKING FUND APPROPRIATION:

Charge to this account all appropriations to sinking funds
and accretions to such funds an account of income from previous
investments. Such appropriations should include: (1) direct pay=-
ments; (2) sums equal to the interest or dividends on securities
issued or assumed by the corporation and held in sinking funds;
(3) income from investments of sinking funds other than securities
issued or assumed; (4) income from cash or special dposits hgld

by trustees of sinking funds. All egrnings of sinking funds and
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contributions to such funds shall be included in this account
whether such contributions are made at the opticn of the corpor=-
ation or are required by the provisions of mortgages, deeds of
trust, or other contracts.

112, MISCELLANEQUS DEDUCTIONS FROM SURPLUS:

A. Expensges Unprovided for Elsewhere. Charge to this account
all expenses ﬁot chargeablé as part of operating expenses or of
non-operatingempenses, such as fines levied on the corporation
for violation of law, for misfeasance, for non-feasance, etc.,
fines levied on directors, officersy and other employees of the
corporativn and assumed by it, .-domations to funds, to churches
and other associationg, and other like expenses and outgoes.

B. Realized Depreciation Not Covered by Reserves. Charge to
this account the realized depreciation (that is, the difference
between the original cost and the salvage, if any) on tangible
property retired, when such depreciation has not been provided for
through a depreciation reserve.

C. Gifts to Controlled Corporations. Charge to this account
all gifts made by the corporation to its controlled corporations,
also such portions of all advances therebto as are not carried as
agsets.

D. Appropriations to Reserves. Charge to this account all
optional appropriations to reserves.

E. Other Appropriations from Surplus. Charge to this account
all optional appropriations made by the corporation and not provid-

ed for elsewhere.



Note: A complete analysis of this account will be required in
annual reports of corporaticns to the Commission.

F. Other Deductions from Surplus. Charge to this account all
deductions from surplus made to extinguish discount on stocks out=
stending, optional amortization of debt discount and expense,
deductions because of erroneous accounting in prior d#iscal periods,
and all other deductions from surplus not provided for elsewhere.

Note: A complete analysis of this account will be requiréd in
annual reports of corporations to the Commission.

113. Miscellaneous Additions to Surplus:

Credit to this abcount all additions to surplus due to erron=-
eous accounting in previous fiscal periods, bad debts collected
after being written off, profits arising from the sale of securities
or other property, etc.

* K K K K K

Each Gas and Electric Utility Company may report its financial
operations in accordance with the preceding provisions governing
balance sheet, income and corporate surplus and deficit accounts,
but it shall not be considered that the result, or any particular
deduction shown by such account shall be final, conclusive or
binding upon the Commission, nor shall the same be considered as
bearing the approval of said Commission.

In witness Whereof, we have hereunto set our hands and affixed
the Seal of said Commission, this the 13th day of December, 1913.

CORPORATION COMMISSION OF

OKLAHOMA.



ATTEST:

J.H. Hyde,
Secretary.

J.E, Love,
Chairman.

A.P. Watson,
Commissioner.

Geo. A. Henshaw,
Commissicner.
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The Commission, in making up this order as it is, evidently
considered that the constitutional provision ordering it to make a
valuation of all these properties, directed the first cost to be eb=-
tained. If this is not the case, then the Commissiom has had to assume
that it should interpret the same, and has done so in that manner. The
order, as seen, specifies that all original costs shall be shown where=-
ever it is possible to do so, and, if the original cost cannot be as-
certained, specifies that there shall be made an estimate of the original
cost. The Commission has always had in mind that the valuation should
be, as it expresses it, a "historical valuation."™ By this, it is meant
that the Commission wishes to know the entire history of the plant, ex-
actly how and when and where and why each item of money was spent on the
production of the property. However, it must be thoroughly understood
that the Commission does not consider that this is the value of the plant
for rate purposes or for any other purpose.” This much material, it is
assumed,can best be furnished by the companies concerned and will serve
the Commission as the best basis upon which to commence further work in
valuation of any particular property which may be the subject of any in-
vestigaticn or case before the Commission. But it is quite wvident, on
the other hand, that this original cost will have great weight in the
final determination of the Commission in any valuation case. No case
has as yet been decided by the Commission, and it is impossible to point
to any final decision of the Commission, all interpretations of the
Commission's viewpoint being interpretations of the writer, gained from
conversations with the Commissioners and the employees and from public

speeches made by the Commissioners. In so far as plants sonstructed in
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the future are concerned, the Commission, by this order, has means of
keeping at all times a correct statement of the total money expended in
the production of the property, the statement being analyzed according to
the directions of the Commission. This same statement applies to all
additions to property made by companies nowoperating. The problem pro=-
duced, in order torcomply with the order, was to find the "actual cost™
or money expended on properties now existing. The Commission had in
mind that it would accept the actual cost as reported by the companies
wherever it could be supported by books, but that it would take it upon
itself to judge the correctness of any estimated or doubtful items. But,
basically, the Commission tried, through this part of the order, to get
at the actually money invested, wieely or otherwise, by the different
companies in the production of their properties.

As stated above, the Commission does not consider that the

"actual cost" of the property as represented by the book value, even
though kept according to the directions of the Commission, is the "pres-
ent value"” of the plant upon which the Supreme Court holds that rates
shall be made. Many engineers and others who have worked on this order
have been impressed by the ansence from the order of such things as
"Going Concern Value," "Bond Discownt," "Depreciation,” and "Working
Capital,” and have attempted to include seme of the above items in
their consideratioms. However, it suffices to say at this point that the
Commission has not forgotten such items as these but it believes that
they are motters subject to discussion before the Commiseion and upon
which the Commission will have to take action as they are, with the

possible exception of "Bond Discount,” not matters of record but of opin-



ion. The Commission emphasizes that what it wants in answer to this
order is a report of the actual money invested in the property which
now emists in the service of the public. The Commission expects to use
this coct as the general basis for its investigations, as stated above,
and i expects todetermine for each case the weight this actual cost
shall have. It expects, also, to consider all of the above #ems in each
case,

The above discussion pertains to the viewpoint of the Comm-
ission in calling for the "actual costs" for each item.

It is noticed, too, that the Commission calls for a set of
maps and drawings which will indicate the exact location of all facil=-
ities devoted tc the service of the public. The idea of the Commission
in requiring this work as a part of the report is not so much that it
will be a very great aid in making the valuaticn as that it will serve
as a basis for the determination by the Commissicn of the sufficiency
of service in reletion to the distribution of the population to be served.
Also, the Commission receives many complaints un account of the refubal
by certain companies of extension of mains and distribution lines. If
the Commission has in its files a complete and current record in the form
of a map of the company's distribution system, it holds that it can refer
to that map and determine the reasonableness 4 the request for extension
and the company's refusalsto grant the same. In cases of complaints from
cities or citizens regarding street lighting, it is held that the Comm-
igssiun will be aided in its hearing by the maps menticned. From the plans
of the power plants, the Commission hopes to be able to criticise arrange-

ments and to understand actual conditions in the different plents. In
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cases of consolidation of plants, the Commission hopes to be able to give
better judgment  from study in its office of the maps of the companies
concerned and from the plans of their plants.

By calling for quarteriy reports, the Commission feels that
it will be able to keep the files full of recent and live data and at
the same time have an opportunity to see that the companies are comply-
ing with the order at all times. The Commission feels that, once the
report of a company is filed with it, bringing the data up to date, then
the following quarterly reports will not be burdensome in cost and will
serve a most useful purpose. It is even povided that all work done by
contract shall not hide actual cost in any way as the Gommi;sion feels
it should know all of the inside dealings of the companies and should
have the actual figures of cost as well as contractor's profit. Acéord=-
ingly, the Commission orders that when eny contract & let, the company
shall require that costs shall be kept in such manner that they may be
reported to the Commission in the manner prescribed.

The Commission, by this order, also wished to establish a
uniform system of accounting for the electric utilities. The advantages
of uniform accounting systems in the same kind of business need no
support among those versed in engineering and management. The Commiss-
jon feels that it is only by having all the companies of a given class,
which are under ts juriediction, keep their accounts according to a
uniform and st the same time acceptable system thatiit will be able to
make satisfactory sompanisons between utilities ef the same class in the
State and with those of other states. It will also facilitate to a

large degree the work of the Commission to have all the reports come in
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in the same manner, regardless of the fact that it might be possible to
make comparigon if enough time were put upon the interpretetion of the
raport .

The division of accounts which the Commission has adopted is
intended to allow a thorough analysis of the investment and future
additions and betterments and abondonments. The Commission is of the
opinion that it will be impossible for any company to hide any property
investment or to overcharge for any investment in physical structures.

It 2lso holds that the accounting system will show absolutely all ex-
penditures which are made upon plant and that the company will at all
times receive due credit in the considerations of the Commission. In-
tangibles have no place, of course, in this system of accounts, actual
money expenditures being the only things considered. Overhead expenses
are given their place, however, The Commission holds that Organiza-
tion Expense, Franchise Cost, Engineering and Superintendence, Injuries
During Construction, Law Rxpenditures During Construction, Interest
During Construction, Taxes and certain other Miscellaneous Construction
Expenditures have, by right, a place in the Original Cost of the property.
It therefor provides for these in accounts Nos. 1,2, and 31 to 36 in-
clusive. However, percentages are not allowable as being the amounts
expended in these overhead expenses. The Commission requires that actual
expenditures be reported and that the company stand ready at all times

to support any and all expenditures made under any of these accounts, by
voucher.

The Cormission also specified the exact size of the paper that

should be used in all of these reports and the saale to which maps and



drawings should be,and, in general, tried to make all reports similar
in nature.

The Commission further required that all reports of cost
should be so thoroughly itemizgd as to show cost of material at factory,
freight charges and labor charges, thus giving them a more detailed
basis upon which to analyze the costs reported by the companies. The
labor charges include all expense upon the material after it arrives
on board the cars at the point of delivery =- the different items contem-
plated being unloading, drayage, storage 6osts, if any, and actual labor
on the material preparing it for installation and making the installa-
tion.. Thorough study of the way the orderis written in regard to the
dbtails of reporting, show the minute detail in reporting items. A
ocrogs arm, for instance, may not be reported complete with pins and in-
sulators in place, but the arm is reported, then the pins, then the in-
sulators and even the nails which hold the pins in place in the cross
arm. The interpretation of the Commigsion is that style and shop numbers
should be given for all equipment having such; this includes engines,
generators, switchboard instruments, pumps, and other like apparatus.

In case of disagreement, the Commission would expect to trace the original
sale from this and kindred data. In genasral, the Commission wants the
report to be of such character that an intelligent engineer studying the
gsame will be abls to judge the correctness of the report without going

to the plant in person. _To carry this idea still further, one Commissioner
stated that if this report were in sufficient detaid and if the report
compl}ied with the order, it would be possible for him to turn it over to

nis stenographer who “with the cost data on all this stuff which we have
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here in the office” could put on the costs and get as good a valuation
as any engineer, It is a relief, then, to understand that some of the
employees af the Commission, who have much influence in the dewisions of
the Commission, do not share this viewpoint but insist upon actually
seeing the property in case any complaint is made which involves a val=-
uation. However, the general viewpoint of the Commission is that the
report should be as much in detail as possible and should give all the
information known.

While the Cormission does not hold that it has any control
over the rates nor the operation of any allied business which may be handled
by any public service corporation, still it does hold thatif has the
right to know all the details of the business in that the allied busi;
ness may tend to throw some light on the total operations of the com-
pany as a public utility. The Commission holds that there are mapy facil=-
ities used by both businesses and that it has the right to say what pro-
portion of the charge for such facilities should be mode against the
different businesses. It is noticed that the order calls upon the
company to make a division of the property charges on property used in
common, but calls upon the company to submit to the Commission for its
approval a formula showing the basis of the division before making the
game. The most common case met under this provision is that d a company
operating an ice plant in connection with the electric plant. Since the
gas business 3 a pubbic utility, it is alreagy under the supervision of
the Commisgsion end this provision will not pertain to the many cases of
gas and electric utilities under the same ownership.

The particular problems which the writer wishes to discuss in
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connection with work done in compliance with this order are the Reports
of Original Cost and the first two Quarterly Reports for the following
companies, all three being held by the Southwest Cities Utilities Company:
Comanche Light and Power Company, Lawton, Oklshoma. |
Mangum FElectric Company, Mangum, Oklahoma.
Duncan Electric and Ice Company, Duncan, Oklahoma.
The reporté produced accompany this discussion and eppear
as:
Appendix A -- Original Cost Report for the Comanche Light and
Power Company as of June 30, 1914.

Appendix B =

First Quarterly Report for above company, from

July 1, 1914 to September 30, 1914.

Appendix C =~ Second Quarterly Report for above company, from
October 1, 1914 to December 31, 1914.

Appendix D -~ Original Cost Report for the Mangum Electric
Company, as of June 30, 1914.

Appendix E -- First Quarterly Report for above company, from
July 1, 1914 to September 30, 1914.

Appendix F -- Second Quarterly Report for above company, fom
October 1, 1914 to December 31, 1914.

Appendix G -- Original Cost Report for the Duncan Electricr
and Ice Company, as of June 30, 1914.

Appendix H == First Quarterly Report for above company, from
July 1, 1914 to September 30, 1914.

Appendix I -- Second Qugrterly Report for above company, from

October 1, 1914 to December 31, 1914.
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Appendix K -- Set of maps showing distribution system of the

Comanche Light and Power Company, as of June
30, 1914, but with additions, bringing same up to
December 31, 1914 to accompany Original Cost

Report and Two Quarterly Reports.

-Appendix L == Plan of power plant of Comanche Light and Power

Company as of June 30, 1914, to accompany Orig=-

inal Cost Report.

Appendix M =-- Plan of power plant of Comanche Light and Power

&ompany as of September 30, 1914, to accompany

Firat Quarterly Report.

Appendix N ==Plan of power plant of Comanche Light and Power

Appendix 0

Appendix P

Appendix Q

Appendix R

Company as of December 31, 1914, to accompany
Second Quarterly Report.

Set of maps showing, distribution system of the
Mangum Electric Company as of June 30, 1914, to
accompany Original Cost Report..

Plan of powsr plant of Mangum Electric Company,
as of June 30, 1914, to accompany Original Cost
Report.

Set d maps showing the distribution system of
the Duncan Electric and Ice Company, as of June
30, 1914, to accompany Original Cost Report.
Plan of Power plant: of Duncan Electric and Ice
Company, as of June 30, 1914, toaccompany

Original Cost Report.
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Appendices A to i are bound with this discussion. Appendices
K to R are bound separately and accompany the report.

The problem connectéd with these reports in so far as their
form was concerned was to produce a satisfactory report in form as order-
ed by the Commission, a report which would readily show all details in
a compact form, and at the same time to poduce a report at a minimum
axpenditure of funds.

The field work was accomplished in the usual manner employed
for complete inventories d physical poperty. Parties were sent into the
field with sectionalized maps of the cities in which the plants were
located. Absolutely all material in the distribution system was placed
on these sections by bymbol or letter or number, and in as nearly the
correct place as it was practicable to determine for the purpose of the
report. Data sheets were filled at the same time, theme data gheets
providing place for the complete description of all material located on
the maps by symbol. Transformers were given complete name-plate descript=-

‘
ion; street lighting units were noted by manufacturer and rating and
type} poles by height, size of top, kind of wood; cross arms, pins, in-
sulators, braces and like material were fully detailed in description.
In fact, data was so complete that a comprehensive map of the whole sys-
tem could be made with all apparatus in place. At the same time, a com-
plete count and description had been made. In each field party was a
regular employee}of the company who was most useful in providing infor-
mation.

Obher parties visited the power plants and made complete plans

of the same, including all piping, power wiring, etc. Factory and style



and type numbers on all machinery and instruments were taken in addition
to complete descriptions. Complete bills of materials of construction as
well as of all material in the plant were madej

In should be noted at this time- that the Commission has not,
in any case, called for the depreciated condition of any of the property
or apparatus. This had made both the collection and transcription of
the data much more simple than would have been the case if the Comm=-
ission had called for the depreciated condition of each of the innumer-
able items into which the report is divided.

In general, the Commissian requested minute detail in the
report and data was taken with that point in view,.

In making up the written or tabulated portion of the report,
such as appear in Appendices A, D, and G, the writer attempted the
deacription of all articles mentioned, in such datail that any intelli-
gent engineer could readily understand the character of the article
mentioned.

Several plans of recording the data were tried, using columns
of different headings and with different arrangements. It appeared best,
after much consideration, to list the material as follows, in order to
provide clearly the data asked for by the Commission;: first, a column
in which the itemg are enumerated and thoroughly described; second, a
column of unit material costs on each item; third, a column of unit
freight charges on the item; fourth, a column of unit labor charges on
the item (%his labor charge must include drayage, handling, storage,
treatment and preparation for installation, testing, and final install-

ation); fifth, a column showing total unit cost of the item; sixth, a
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column naming the unit in which the measure & taken, such as"feet", Bach",
"cwt" , etc.; seventh, a column giving the total amount of the item as
measured in the unit just given; and eighth, a column giving the total
charge for the total number of units of that item.

It is believed that an arrangement of this sort will allow the
thorough understanding of the elements entering into the valuation of any
item or class of items. At a glance, it can be seen what unit material
cost at point of shipment was used for poles, or wire, or any bther item
one examines. Likewise, total installed cost of the unit may be seen
at a glance if a check is wanted in that direction. The writer can see
no way in which the report could be rendered more in detail than can be
done bf the method outlined above. It would be impossible to divide the
costs any further, with the possible exception that the items in the
labor column could be analyzed to a ceftain extent, but the analysis
would be so different for each item that it would be impossible of tabu-
lation and therefor impractical in a report. As ordered by the Commiss-
ion, each account starts on a new sheet and each account appears as a
complete bill of material; there is one exception to this statement, and
that is that eachitem does not show total material costs, total freight
costs and total labor costs for the account. To have done this latter
work would have been mere mechanical work of multiplying columns two,
three and four by column seven and taking the totals. It would habe
served no useful purpose and the Commission has taken that viewpoint in
its inperpretation of compliance with the order.

The production of the maps and plans presented another prob-

lem. The order specifies that the different quarter sections must be
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outlined and differentiated by some number or mark. The first decision
was as to the form the map would take. The scale was defined in the order
to be two hundred feet to the inch. After considerable planning, it was
decided to make the map in the form of a book of plates of each of the
towns, each plate representing a quarter section. However, an identify-
ing method had to be found whereby the relative location of the different
quarter sections could be marked. The method employed was as follows;

a complete map of each city was made, with the scale two hundred feet to
the inch. Quarter section lines were drawn in dotted and each quarter
section was numbered with a two line number which could easily be read

but did not interfere with the other work on the map. On these city
maps were drawn the distribution lines with the equipment marked by
symbol. In order to save the time and expense of making separate drawingé
for the different quarter sections, the quarter sections were separated

in the printing process;; a negative was made of each quarter section, by
printing just that portion of the map, but a margin of three or four inches
was left around the guarter section; this margin was later covered with
india drawing ink and the white prints made from these negatives showed
only the quarter sections wanted with a white border on each plate. It
still remained tc show the relative locaiion of the quarter sections; this
was done by taking a photograph of the tracing and making a print on a
piece of paper of the same size as the quarter section plates. It should
be stated that the title of the map was printed on a separate plate in

the same manner as the quarter sections. As a result of all the above,

a compact book of maps was produced for each city, there was no cumbersome,

folded map to take careof, any long line could be followed, a quarter
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section at é time in detail, and connection made by reference to the pho-
tograph; if a general idea of a line was wanted, this could be had from the
photograph, It is noticed -- see appendices K, O and Q -- that the pho-
tograph is extremely plain. It is also noticed with what prominence the
identifying numbers on the quarter sections stand out on this photograph.

The'handling of the subject matter to be recorded on the maps
wag another question. It is easily seen that the maps might be made with
endless detail, showing even the number of pins on the different cross
arus, etce For the purpose of this order, it was deemed that that was
unnscessary. Accordingly, the following information was thought to suf-
fice: the pole line, showing position of all poles; the distribution sys=-
tem, drawn s a single line along the pole line, but with explanatory fig-
ures -- thus, the figures "3-8" signify that at that part of the line there
are three numbser eight Brown and Sharpe guage wires, arrow heads being
used to indicate the extent to which that data applies; all transformers,
by correct position; all street lighting units, the kind indicated by sym-
bol explained in the legend; the location of the plant, this indicated by
cross hatched arsa; and the number of connected services per block, this
indicated by a red figure in the bdock. The chief purposes of these maps
are as follows: to use in connection with complaints about extension of
service; to gain a general idea of the distribution system, its complete-
ness and the general arrangement of the wiring; it is not expected that
these maps will be of much use in determining cost.

One further advantage of having maps prepared as outlined
above is that, in connection with the quarterly reports in which locations

of additions, betterments and abandonments must be shown, it is possibdle
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to file maps of only the quarter sections in which such changes occur
rather than to file complete city maps every quarter. It is unusual, in
the three citiesin question, to have changes in more than one or two of
the quarter sec£ions. A number of printé are made of each plate, then,
and these arekept on file for the purpose of using them to show locations
of such changes.

The drawings showing the plans of the power plants were handled
in the usual method, by showing location of all machinery, piping, valves,
accessories, etc., all fully dimensioned. In order to produce a neater
looking drawing, the long legend was gmitted from the original tracing
and typewritten copies of the legend were bound to the blue prints. A
further advantageof this is that changes may be made en the tracing without
having to disturb the legend, or rather, it merely means writing a new
legend.

As can readily be imagined, the chief difficulty in the pre-
paration of these reports lay in the determination of the different unit
prices to be used. It must always be kept in mind that the order calls

for original cost. It is not deemed necessary to discuss at this time

the means of arriving at each individual figure but rather that a dis-
cussion of general methods be given.

The three cities did not present identical problems, in some
waya. The Lawton property was, on June 30, 1914, in almost exactly the
game condition as when purchased by the present management. The present
management received no books from any of the three preceding managements
in the three cities, which books would tend to throw any intelligent in-

formation on the original cost. However, the books of the present manage~-



ment allew n thoroush analysis of all moneys invested by it. With this
in mir?, it can be sean that the problem of the Lawton property was one
larzaly of eatimnte; at least, the problem was entirely in the hands of
the engineer and the company could throw no light on the question. In
the case of “'angum, however, there existed two problems. The present
management hnd bought this property in 1911. Since that time, the pre-
aent munagement had thoroughly overhauled the plant and had made many
additiong, replacements and betterments. As stated above, atl work done
by the present management was so recorded that considerable information
could be gained from the books; The pboblem resolved tself into sub-
tracting, from the total inventory, the part or parts which had been in-
strlled by the present management in order to find out what of the o0ld
or orl;inal installeticn was left. This original part was a matter of
estim te in the sname manner as the whole Lawton property; the part in-
stalled by the present management was analyzed separately. The Duncan
properts preaented a problem similar to that of the Mangum property, but
far lear difficult, for most of the work done in Duncan by the present
management was in the nature of additions aﬁd not of replacements or
bettarments.

In the consideration of thw work which was without supporting
data from the books of the company, it must be remembered thst most of
thie work was done under almost frontier conditions. Take the case of
the Lawton property, for example: the partof the state in which Lawton
is located was government land until 1901. At that time the land was
opencd for settlement and the townsite leid off. This was the center

of a cortnin Indian region and was close to the military point, Fort
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8i1l. Accordingly, Lawton grew immediately into a town of no small
proportions and the utilities had to grow apace. The original plant was
built by some of the local business men who were the only ones that
could finance the proposition. Their reasons for the production of the
plant were not that they wanted to go into the public utility bisiness it
that the town needed the service and they were willing to provide it.
It is no small wonder, then, that the plant represented, when later pur=-
chased, an investment much larger than its replacement cost.

In the determination of unit material prices, all original
purchases were traced whersver possible, at least in the large pieces
of machinery., While the books of the coﬁpany would not show anything
in regard to the cost, yet the books of the manufacturer would often
contain that data, if it could be identified. By referring to engines,
for example, by shop number, some of the engine manufacturers could
identify the original sale, especially in all cases whers they could
identify the sale as having been made to the particular property in which
it was located. Often, however, the machinery had been handled by an
agont and the original sale could not be traced. At otﬁer times, sales
could be traced in so far as identifying a manufacturer's price to an
agent, but the agent's resale price =- which was the first cost to the
property in question -- could not be determined. In cases such as this,
it was necessary to assume an agent's profit in the rdsale and set the
sun of the manufacturer's price and the agent's profit down as the esti-
mated first cost to the property. This method of handling material prices
was followed as.far as it was practicable to do so.

All of the small material, however, could not be so traced.

Prices for these items had to be worked out to agree, as closely as
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poesible, with the probable purchase price at the time of installation.
Having determined, by inquiry from former owners of the plants and from
the citizens of the different town, as much of the history of the plant
Ag posgzible, in reference to the time that most of the work was done,

it was possible to get the records of the commercial companies furnishing
m-terial and locate, with some degree of accuracy, the average prices of
the material in question at the time it was supposed to have been placed.
Yiyon with this method, there must be some error in the figures as de-
termined, though it is thought end hoped that the errors in the diff-
erent ltems are more likely to be compensating thah cuhulative.

Some items presented even greater problems than this. In the
case of the Mangum and the Duncan prqperties, it was impractiéable, and
probably impossible, to detcrmine the amount of wire represe:ted by the
figures shown on the books of the present management as having been in-
atnlled by it. Only total figures were available with any degree of
accuracy. Accordingly, it was necessary to determine the.cost of the total
wire now installed, at the cost paid for it by the present managemeut.
Having this determined, it was possible to find the proportion of this
represented by investment of the present management, and consequently
the proportion of investment of the old management which is still in
service. This argument applies to meterial only. Since the cost of
wire at the time of the original installation of the plant was higher,
on the average, than the cost of wire purchased and installed by the
present manngement, the mnterial cherge fot she older wire was in~»sased

by a percentage which approximates the difference in cost. The method

employed in this division i fully outlined in the reports prepared-=-
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for example, see appendices D and G, accounts EU 17 and EU 18. A
further difficulty than mentioned above existed, also. The books

of the present managment, while showing the financial conditién

and operations of the companies in satisfactory manner, do not show
the property accounts divided in the manner prescribed by the Commis-
sion in its order. One point of difference is that the companjes:did
not separate service wire from distribution wire. Accordingly, these
two accounts, EU 17 and EU 18, as defined byrthe Commission, appearing
as one in the old accounts of the companies, could not be handled sep-
arately but had to be handled as one in the division mentioned above.
Reference to the accounts, as given above, is the best possible ex-
planation of the manner in which the question was handled.

Unit freight costs caused little trouble. In most of the
large shipments, identified as ﬁbove described from the manufacturers
or original sales agents, the freight could also be identified. In
other shipments, weights could easily be found as the material was all
standard, and the freight rates from the average shipping points obe
tained from the tariffs of the railreads.

Unit labor costs were the real problem of the reports.

Since the Commission had called for a historical analysis of the
investment in the properties, and had called for the actual money
expended in the production of the physical property, it seemed to
the writer that the effect of piecemeal construction could not be
neglected in arriving at fair prices. In addition to this con-

sidemation, the first mentioned fact in regard to these properties
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had %to be kept in mind, namely, the fact that these plants
were constructed under frontier conditions, by men whose entire
experience was in lines other than the work in which they were engaged,
and @¥nder conditions which were not such as to promote economy
in the production.

In connection with the question of piecemeal constfuction,
the Oklahoma Bupreme Court has laid down one decision. Whether or
not this decision will be held pertinent in connection with the
valuations turned in under this order remains to be seen. At
least the Supreme Court seems to have set itself against the

adding of a percentage to the total, to cover piecemeal construction.
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I quote from the decision of thd Supreme Court, in the case
of Fioneer Telephone und Telegraph Company vs. Westenhaver. (Pioneer
Telephure ard Telegraph Company vs Westenhaver, 29 Okla,---,118 Pac.
354, January 10, 1911.)
“In this proceeding the Oklahoma ‘Suprere Court reversed an order of éhe
Cklahomn Corporatiom<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>