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gmaha Man Now Manager
Of Keystone Type Foundry

:dtlphil. The Keystone concern is
|the largest in the business and has
branch houses in all the principal

THE BEE: OMAHA, TUESDAY., SEPTEMBER 19,

at the Rees Frinting company, from
which place he went as sales man-
ager for the George H. Lue company

stone Type foundry, He called Mre
| Rowley to Philadelphia and made him
sales manager, later to be assistant

19186.

business training that he recewved COmmermal club wOu'd

here.

Revise Workhouse Law|

1

_—— — ]

established at Omaha. The committen
met at noon with Commissioners Best
ard Jardine of the city and county,

Waid comes to Omaha th | cities of the country. ol this city. It was while with the | manager, and now Mr. Rowley has Siek Meadache Dne to Constipatien. Giriteas mion of- the ‘workhod .| respectively, present to talk over the 4
Rowley L;Jm':;icrl‘;-' nf“ll:is ::I}F{.;I:’;! Mr. Rowley started as an office boy | Lee company that he became ac-[risen to be general manager. These| one dise Dr King's New Life Pills snid i " m\_T‘HL" J “I :4 rl 084 | iw.  What the suggested amend-
wen appointed general nlanag;'r of | in an Omaha printing office and later | ouninted with N /. Ayer of the|advancements have all come within | your slek headuche @ gone  Get & 35.eang | /4% HE Sebraska i wanted by "'“-\"‘“‘ ments will be is not yet determined,
the Keystone Type foundry of an-|h“»me a journcyman printer. While | Ayer Advertising agency. Mr. Ayer|five years and Mr. Rowley gives the | bottte and b sunviuesd AN drugaiia— | nicipal affairs committee of the Com- but there is a feeling that the law as
sylvania, with lieadquarters at Phila- | ¥et a young man he became foreman |is also principal owner of the Key-|eity of Omaha due credit for all the | advertissment mercial club before a workhouse is | it stands iy hardly workable.
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Report of Special Committee of Commercial Club of Omaha on Electric Light and Power Rates

Omahn, Nebraska.
September 18th, 1916

of the City to the purposss mentioned
in the communieation of sald Commit-
To the tee and un:ia; the conditions and

cil of the City terms of & communication. But
Honorable City! Cous: realizing the good purposes of sad

from the knowledge and considera-
tion of the Committes.

As expart advisers, the Committes
selected Mr, Blon J. Arnold of Chi

and also financsd the company during’
its initinl period, and bas supervised
its financing up to the present time. |

We have besn furnished with all

The amount of Lhis ressrve which s
found In the sasets of the company as
of June 30, 1915, snd which should
be added to the foregoing items to
total Investment, Is

\
rate of return on tho investment, and
we consider it here.
It Is apparent that in a plant of
this character deprecintion would be
kreater at the beginning of the de

actment of the Butler ordinance, and
prior to the new schedule of rates
adopted by the company on August
10th, 1915. We find the total revenus
derived by the company during the

of Omaha cago, consulling enginesr in private [the information in the possession of ascertain the
and to f::mm“ :IdhmT desirable objecs practice, who has served musicipall-|the present company, and the ac (E N. 8 p. 126), $583,528.00, velopment. When the plant  was yesr ending June 30th, 1915, under

The Omaha Electric Light snd Pow- m; 'f;‘l‘mn?l’,";m RESOLVED: | tie¢ and private interests In some of |countants and engineers have made,| From the foregoing items wo have [atarted in 1889 electric Hghting was the schedule of rates then In force o

or Company:— | that it s the sepse and ll:n wish oi the greatest engineering undertakings | from various angles, Independent es- made up the (otal investment in the |in ita Infancy, and extraordinary ad- be:

At the time of the last session Of tniy Cduneil to forward the efforts of|Of our Ume, and Mr. Edward N. Btrail, | timates of the condition of the plant plant, business and working capitul, |vances fn the art have beon made From sale of current
the legislature, the matter of securin® sald Committee as much as is within | engineer in the stailstical department | and (ts business during the Initial as of Jume 30th, 1915, as follows sinco that time, These necessarlly | (76,824,200 kllowalt
wore favorable electric light ratesfor lts power to do and that the Clty|of the Wisconsin Rallyay Commis-|period, from 1883 to 1803. We are Physical value of plant Involve the rejection of machinery hours) . .. .......... $1,372.011.15
(i City of Omaha was brought to the Council and the various departments|sion. Mr. Stralt has been connected |satlsfied that during a considerable (A) ... ... .. . vanah $3.194,680 uinnd equipment when a mote ad- Sale of Steam . 31,784 .44
sttention of the Commerclal Club of Of the City are more than ready, anX | with the Wisconsin Rallway Commls- | portion of that period the revenues Working eapital (B)..... 24120830 vanced 'ype has been developed Ju:
this eity. A genernl discusslon of lous and willing to co-operate :lth slon during many years of its active!of the company were mot sufficient to Development Expenne the methods grow more stable, lha| Total operating rev.
same wis carried on among the mem-!;:‘l_':u‘;"::“ﬂ;‘:; In l?nl?::d-;m: service, In which many of the rels |enmble It to meet Its expenses, pro-| () ............ o 750,000.00 | percentage of depreciation will be jess. | enue .................81,408,79550
bers of the club, 'and the citizens of | oo Ay be ln':;olr power 80 to db, tions between public service corpora-|vide for the depreciation, and pay & |Amount fin depreciation We have become satlsfied, from the Income from  securities
(xmuha generally became deeply In-| gy w & Jardine, tlons and municipalities have been|reasonable return on the capital in-| reserve (D) .......... B583,528.00|calculation made by the exparts, that | owned ............... 16,640.00
terested In the subject. James C. Dshiman, |determined by i, The Wisconain | vested, during the period from 1908 to 1815,

On the sixth day of April, 1915, an| Mayor and President of Cliy Councll.| Rallway Commission's decislons have| But by the year 1803 the business| Total, ......... chevs. $4.769.506.88 | the actunl depreciation of the plant' Total ineome .........51,440,43559

by the City Adopted July 27, 1915,

ordinance was passed ' Attest:

Councll requiring the electric light
compuny to reduce iis rates and the
snforcement of this ordinance was
suspended by & temporary injunction |
in the Federal Court st the suit of
the Omaha Electrie Light and Power
Company. (This soit 1s still pending
at the time of making this report.)
At {his juncture, when it seemed
{hat several years of litigation would
probably ensue before the controver
sy should wend its way through &
serles of courts until the highest court
{n the land should render a decislon
in the case that would be final, the
Executive Committee of the Commer-

Thomas J. Flynn, Clty Clerk.

By H. M. Primeau, Deputy.”

After this action by the City Coun-
cll, and In response to Lhe request
of our Committes, the Omahs Elec-
tric Light and Power Company &c-
cepted the good offices of the Com
mittes in the following communica-
tion:

J. A. Sunderland, Chatrme i,

Special Committee on Electric
Light and Power Rates,
Commercial Club,

My dear Mr. Sunderland:

HResponding to your verbal request
of yesterday that 1 put in writing the

been followed quite generally by
courts and the commissions of other
tlates. The wseiection of these ex:
perts was approved before thelr am-
ployment by the City Council snd the
Electric Light Company. These con:
sulling engineers spent several dayas
in consultation with the Committes,
consldering the many phases and de
talls of its work, and each of them
bas rendered to the Committee a vol-
uminous report made up independent-
ly, stating thelr concluslons and re
commendations from the facts pre
sented by the audit of Haskins and
Sells and auch matters as the Come
mittee presented to them.,

had reached a point where IL wus
profitable. At that time there wis u
re-organization to the extent that the
prescnt  Omaha Electric Light &
Power Company, a corporstion organ-
lzed under the laws of the state of
Malne, recelved a formal transfer of |
all the assets of the old company, and
took over the manangement of s
business.

From 1903 untll the present time
the businesa has been profitable, and
during at least a part of that time
|has produced an excess above A rea-
sopable return on the capital invest-|
ed, sufficient to reduce momewhat
the deficits Incurred during the early

We conclude that this wsum, last
named, Is the amount of the com:
pany's Investment, which constitutes
the lavestment In the plant, business
and property upon which it is entl
tled to receive m fair return.

It wo had accepted the estimate
of Messrs. Haskine & Sells and bad
added §3,718.21081 asn the develop
ment expense, to the other Itemas of
the investment, the total wvaluation
for rate making purposes at the pres-
enl Ume would be $7,787,717.79 (H.
& B. Speclal),

The estimates of B J. Arnold re
sulted in finding & total Investment
of $6,182,572.00 (B. J. A. p. 17)., this

was substantinlly & per cent annually |
on the amount invesied in the plant.
But we belleve that from now on Lhe
depreciation will be less, and, aver-
aging the mattor by periods, we think
that while & per cent for the preced-
Ing twelve years was o [air  allow:
ance for depreciation, for any similar
period, beginning In June, 1815, an
allowance of 4 per cenl per annum
would be sufficient.

G. In determining what schedulo
of rates a company should be al
lowed, In order to produce a glven
nat revenus to cover depreciation on
the plant apd & retymn to the stock-
holders, It Is necessary to ascertaln

Thin excepds the amount of a falr
revenie, according to our estimate
as shown above of ....,.$1,282.004.27
B e vone.¥ 15848182
J. Dut on Auvgust 10:h, 1815, the
company put into effect a new ached-
ule of rates, making a substantial re
duction. We have had a detailed
valculation made by the muditors as
to the infome this wuew schedule
would have produced during the pe-
riod ending June 30th, 1916, and we
find that for the same volume of eur
renf, the gross revenus would have
L A e TR T T e $1,200,188,22

This, however, s the net billing,
and would not show the actual re

any’ ceplan ood of- ¥ - . he volume of the company's business myiry it e t b
" de- | Company’s ac ce of the good of-| It has been the purpose of the Com- | period. ineluding & davelopment expense of | , a8 it eonnot b ealeuinted what
:{;Lfl:h]:t“;;r‘:m":g;gl::;md fices tendered by the Commercial| mittes to secure from all avallabl In ring to arrive &t the §1682112.00, (B. J. A. Add. p. 14). and the revenuederived therefrom It ymount the company will actually al-

- Club through Its President and your-|sources, including the auditors, con: amount of development expense [y was Mr. Siralts conclusion, at In alno necessary to ascertaln the oX low iy dlscounts for Prompt pays

be accoptable to the Clty Councll and
{0 the Electric Light Company, and

selfl 1 sumbit the following ag my un-

! derstanding of the plan and procedure | ang cyrrent publfeations, all the In-|h - the business, -
ed y ad the benefit of varlous calcult- which he made for wus, that (the a8 penalty for delay in  payments,
:hu:_‘ ‘::O:I:“::h:: ]:" ::;:lhri p mb; h,l.'t'l'fl"l:l; ::::lau:el ':m;‘:;d'.mnm, formation poesible bearlng upon its|tions by the experts employed. amount of development expenss to| W® n.nd 1hnlt for the year ending Howaver, n comparison sufficient for
short period of time, {n undertaking |Invested In the property of this,Com-|¥ork. The Committee has npent| Messrs. Hasking & Sells, thi 80 he allowed was $1,234,993.00 (E. N, §,|une 30th, 1915, l"“' COMPARY'S X present purposes can be made be-
to ascerfaln the frets @s to the|pany upon which it is entitied to earn|Mich time in its work. It has held|countants, submitted & report show: p §3), und the total investment In t"‘:nﬁm: wore as follows: s6saunzo oM the net billing for current,
amount of the investment of the & feir return. several all-day sessions, many half-|ing that the amount of the ACCUMU: the plant and business as of June TT'“:“ acturing ...cieeie. $268, "-én under the old rate, and the estimated
Omahs Electric Light and Power| 3 The amount of profit to which day sesslons and many more shorter | iated losses of the company, that I8, 30th, 1915, should be $5.400,000.00 I" smisslon . . sf—a 399 revenue on the basls of the net billing |
5 the amount of its revemues | W® e entitled as & falr return upon|sesslons of two or three hours each.|ths amount by which its revenues ( E. N. 5. p. 72). I?lfl‘[h““"“ 616502 for the same perfod, under the new
KA the Investment. It has held conference with the CIty |fel] below a fair return on its invest| Utillzation ....oieeevenen 9898905 pypg.

and expenses, the determination of
fair rate of return on its invest-
ment, and a study of rates to con-

3. The rate which*will produce the
fair return in question,
Our proposition Is that your com-

sulting enginears, technlcal works

Commisaioners and the representa.

which should be allowed, we have ter comparing various

caleulations

tives of the Electric Light Company,

ment, from 1880 to 1815, would
amount, at the end of that period, to

In the Injunction sult brought by
the Electrie Light Company In the
United States Court, to enjoin the

pensea Incurred In the operation of

General oxpense ......... 30291632

Total operating expense $007 88460

ment, and how much It will ecollect

Under the old rate ..,..$1,279,380.67
Under the new rate ..,,, 1,200,168.22

i d one general hearing of all of the | §3718,21081. (H. & 8. Special Re | Butler ordi he g
that would produce such rea-|mittee shall engage the services of! ™" v itler ordinance, we construe the fg-| .
:'::E;: r:ium. to fha end that the [an audit firm of the highest charac-|Parties to which the public was In-|port.) usen there anserted by the company g“:!"rnlhlnu M EhRE B.08883 | Reduct'on ..i....ee.d  99,22045
controversy might with reasonable |ter (whose report will be accepted|vited. It has been the policy Of the| The experts in the employ of Mr.|to mean that It claimed an Invest-| " I-la are of gross ss40335| K- In order to determine whether
promptncss be brought to & con-| Without question by financiers at/Commiltee not to hold conferences|B._ J. Ammold calculated the Accumu-'ment of §$5,528,083.987, and It appears| COPM® coovreceiiiiiiin “T77" the rates now In effect are falr rates
clusion, It would offer its ser home and sbroad) which company|with either the City Commissioners|jated deficit at the end of the same from the figures obtained for ux from [for the purpose of vielding the rev-
; 1 rties, and the chairman | *Dall proceed as promptly as may be or representatives of the Electric|period to amount to $1683.112.00. i1y books by the accountants, that fts| TO'A! onarating expenses wpgs ®0U8 which we have ascertalned to
vices to the partles, to make & complets audit of ouripient Compnny separntely, belleving|(p. J. A. p. 8 and taxes ... SR24IT64T
of the Executlve Committee was 10|y 0ks trom the beginning of the Com- ¥, (B.J. A.p. 9) outstandine ecapltalization, conslsting be & falr return on the capital invest.
) that both of the parties should be| Mr. Edward N. Stralt, of the Wis- of the following: The forexoing mmounts Include .4 4 necessary to compare the

structed that I the offer was ac-
ceptable to the City Councll and lo
\he Eleetric Light Company, he
should appoint & commitiee to take

pany's existence down to the present
time for the purpose of showing con-
clusively the total amount of |ovest-
ment upon which this Company is en-

h"!.nughl proper and necrssary by the
Committee that nelther the com-uny

titled to a fair return. While the se.
lection of the audit firm is left entire
Iy to your commitiee thie Company
will pay for the sudit and all business
incidegtal thereto,

While the audit is being made we
would like to have the commitiee
take up the question “What Is a fair

charge of the Investigation and lo
make its findings In the premises.
The President of the club, John L.
WeCague and the chairman of the
Pxecutive Committee, J. A. Sonder
lund, presented the matter verbally
o the Qity Council and to the Elec

present at any conference where the
Interests of either of them were to
be spacially Inquired into,

From an examination of the infor-
mation obtaloed by the committes as
above set forth, the committes finds
as follows:

A When the present FEisetrie
Light Company took over the plant

physical walue of the plamt at that

consin Railway Commission, submit- 5 per cent bonds........$2.148,000 00

ted a caluculation based on different par cent preferred stock 424,200 00
rates of Income doring the periods in Common

Block. . vunesas. 3,865,400 00

and property, August 1st, 1003, the

question of #1,234,983.00, At the re
quest of the committee he made

income of 8 per cent from August
31, 1889, at the beginning of the busi:
neas, to June 30th, 1915, with Inter
est on deficits compounded at T per

computations ranging from uil.83{1
(8t Table D 1, p. 138) based on an!

would be ‘Total........$508018,600.00

But we have concluded that the
valuation of §4,760,508.88 which we
have Bxed as above, is not unfalr to
|the company and Itz etockholders,
and connstitutes a necessary reduction

every eolement which should be con-
sidered in determining the gross rev-
enue which the compuny ought to re-
celvo, except the annual charge for
depreciation, and the return on the
capital Invested. [

But before using this expense
amount as n basls for rate making,
we have had s eareful study made of
the elements entering Into the ex-
penae, for the purpose of determin

estimated revenue under the present
rates for the perfod ending June 30th,
1915, with the amount of revenus
which we have estimated would be a
falr return on the capital invested.

We have seen, In paragraph (H),
that the company should be entitled
lo recelve from the tolal returns on
It Investment, an amount suffclent
to cover the followlng ltems:

i r . - we would like to be £ !
\::nh[;iﬂ;:tﬁ:mby Iathr?;llg:'g,::u; :::‘:2 R time was, (H. & 8. p. 4).,97904,378.73 | cent per annum, up to $1,486,606.00 m lt::“'m:nsﬂ?:: :’ t’t: “:: Ing whether any adjustment should g;mﬁu:nm?fnﬁ" “' THATEAT 1

Thereupon. the chairman of the When the avdit is complete and the| From that date untll the 30th day|(St. Table 18. p. 62), based on & cal- perts. in order to do Juutl:e l.: v be made. per cent on $3.908 te
Exccutive Commitise appointed _the | Dercentage of falr return has been | of June, 1315, the company made ad-culation of § per ceat revonve from PeTL% 1n order to do, Ju Iy the first place the Rxomman 00 | o e i NAIERS i
following committee to take the mat-|28Teed upon we would have the com|gqjjons to the physical plant amoupt-|1889 to 1902 and thereafter & per ‘ Ing that period Include Installation . 0o cttat ok ]
2 = . mittes secure the service of & Fate| ..\, 4 & 5 Ey E)....444174797 cent, with deficlency or excess of| B. The committee has mnde &|and renewal of incandescent lamps. P |
ar'In band, vix: expert of the highest grade who shall : ————|revenue calculasted on the same CAreful study of the question of the Under the present rule of the com:| 0 (8 per cent on 8. '

F. A. Broean, report to the committee the form of rate of return which ought to be al|pany lamps are no longer supplied| (OBS0688) L.l 38156048

F. Jo Farrington,
Geo, H. Kelly,

s rate echedule which, will produce
| the mgreed-upon falr return upen onr

Total $5,236,121.00
And withdrew from the plant the

arsasanennadain

basls and compounded.
The commities las seen fit to re-
ject entirely the calculations of Has-

lowed for Investments of this char
acter. IL In obvioun that eapital can-

but are purchased and pald for by the
customar. We find that this will re-

Total gross revenue,..$1,280,004.27

. 8. Knapp, | investment. This expert should not|completed depreciation during that
$ 7 M:h::e\-. be one who s engaged In Privat |pariod amounfing to (H. & S. Ex. C) |kins & Sells on this item as belng MOt be employed on terms fixed by anit In a saving in the annual ex- To ascertaln what portion of this ok
FH v practice ar has any amifation which) " $1,929,462.86 based on data not accepted by the the municipality aeeking the services, | penae, hased on the volume of busi- ETOss return should be received from 1
H. A. Thompson would prevent his belng entirely Ju " g "y " o0 Tagty d‘y‘ of June |commitiee, and has concluded that OT by any rule of law. The omploy- | nesn for the year ending June 30th, the sale of current, it Is necessary i
M b - j dlclal in his study and Anal op'nion 1915, the ;mnlln' AN T ChaTE . |the recommendations of Mr. Arnold ment of private eapltal, like the pro-| 1915, of about (E. N. 8. p. 828).... [t deduct from it the following
S We would prefer. that ke wauld bp 1 vis ] a0 L and Mr. Btisit- ware excessive, for the curement of any other commodity, | §20,000 00, items:
W. 8. Wright, one of the experts of the Wisconsin|®ical plant was........ .. §3,906,658.14 . |respends to the 1aw of supply and| During the year ending Jume 30th,|Income oo secart
The Executive Commitlee added 10| gajirond Commission for the reasol| On the estimated depreciation of |53M® reason. demand, That rate of in sk s
this eommittee the name of that the Wisconsin Commission isthe|s per cent per anoum during the l"l'-l After consideration of the entire . x 4 Aok L it coma MUAL | 1915, the legal expense of the com-| tles owned ..396,640.00
J. A. Sunderland only regulatory body In the oountry|rioq fram August 1st, 1903, to June ™Matter we have concluded to recom- e allowed which will attract cap!tal | nany amounted to 37562102 (H, & 8. |Steam sold by
he Committee organized at a|that has made a complete and sclem(aih 1915 we dedact from this plane MeNd an  additionsl allowance of (0 the investment Otherwise the | Special). Without attempting to ana-| company .... 31,7844 !
T S L fal Club | t1fic study of the true busis of & rate|y = b Tl O 97755 $750.000 to the Company's invest- business conld not be established in ([vge In detall all the llems entering|Non - operating
meeting held al the Commerclal CHY ! schedule, iy mciation re|Ment s development expense, based the first instance, and a going busi into this exp-nee, we find It suficient| revenus ..... 695076 75,384.19

rooms on June 24th, 1915, by the elec-
tion of J. A, Sunderland, chairman,
uhd the designation of R H. Manley,
Commissioner of the Conmupercial
Club, to met as Secretary. The Com-
inittes decjded to ask the City Coun
¢il and the Electrie Light Company
1o share In the expense of the Invesil

The costs of this rate investigation
—and all other costs In the case—w.1l
be pald by this company.

Grateful to the Commerclal Club
and to yourself and your assoclates for
the fine publie spirit shown In this
important matter and assuring you of
complete co-operative willlngness 1
am, with great respect,

(being the accrued depreciation re
maining after the compléted depre-
ciation shown above)

Leaving invested in the phyaical
plant after deducting accrued depre
‘clation, as of June 20th, 1915...
e e e e N $1,194,680.58
B. We find that during the six

on the caleulatlons made by Mr.
Strail, this amount to cover ull allow.
ances that might be made or claimed
In such cases on account of over
head engineering and also what s
usually depomioated “going wvalue.”

1. In additlon to the physical
plant property and the legitimate al-

neas could not obtaln the needed
capital to permit of its enlargement
and development for a growlng com:
munity.

The entire capital necessary to f-
nance such an enterprise and pro-
vide for Its enlargement and develop
ment, cannot be oblalned upon the

to say thal while the revenue of the
perlod end'~g June 30th, 1915, under
the rates then In force, was suficlent
to meet these extraordinary expenses,
~nd still leave a sufMele L sum to pay
u return on the capllal invested, and
while no doubl these expenwes were
necessary on account of the Import-

Revenue required to be

produced by sales of

eurrent . ......ee.0..0 $1,206,§20.08

We have aeen that the rate now in
offect, If applied to the perlod In
question, would have produced a total
return from current eold of.,...,..

salion. In response to (his reque";- Sincerely yours, months ending June 30th, 1915, the jowance for developing the same, and [#ame rate of return as the Interest [ant ltigation in which the company| cesvennnceaassos $1,200,168,22
he City Councll on July I-ﬂh- Lidn] Geo. H. Harrles, |average working capital Invested by |the current working capital, the [upon & well-secured bond. Such en-|was engaged with the City of Omaha, Deducting the foregoin -
nassed the following resolution: President”|the company in the operatlon of the company has an additlonal Invest- |terprises are usr~lly financed, partly [involving its right to do business and revenue tequired ‘rm:

“Inasmuch as a Commitiee from the
Commerclal Club of this Clty has
communicated with this Counell its
degire for the Cliy to partlcioate io

In the discussion between repre
seniatives of our Committes and the
City Counell, it developed thal the

business was, (H. & 8. Ex, ©)....
ceveaene . § 241,20830

C. The Commitiee has given care

ment {o the depreclation reserve, set
aslde out of the annual earnings, to
meet the cost of replacing the plant,

by money provided by stockholders,
and partly by an issue of bonds con-
stituting & first llen upon the proper-

eentinue to operate Its plant, and the
other controversies growing out that
dispute, yet these expenses are not

sales of current ...... 1,206,620.08

Excess ...

cocnaaeea b BBB48.14

arrylng half of whutsver costs may|City Councll did not feel free to bind tu) consideration to the question of resulting from wear, obsolescence, |i¥. From the examipation we have |to be regarded as the normal basis n

;s: l:cuf'rad in the necessary and pro- jtself in advance to adopt the report davelop ex inting of or other causes. ’ glven the duestion, we are satiefied [for fixing rates. On the advice of dgw: mtﬁr‘*" therefore, that in or-

per Invest'gation of the books and the ‘and recommendation of the Commil-|accumulated defielts from early loss-| We find that during the perfod [that to obtain sufficlent capital for|the experts, Mr. Strait and Mr. Ar m‘lrun:" l:" H:'l'::u': rll:::r:e:::u:ub:ha
d ' R

yalne of the property of the local
iMectrlc Light und Power Comrany,
in an endeavor amicable to a~rive at
lair and equitab'e Tates, to the vard
oun clnss of consvmers of ®a'd Com:
pany and Lo ep'1 Company for current
supplied by the Company, snd,
Inasmuch as it seemed

tee, being without legal power po to
do, but that it would welcome the re-
sults of the Committes’s Investiga-
tione.

While the Electric Light Company,
in mecordance with the original agree-
ment made by it, and acquissced In
by the City Councll, has furnished all
of the funds necessary to carry on
the work of the Committee, the dis-
position of such funds has been

o be

nor the City have further volce or 4™
rectlon in such Investipation, to the

¢8, during the period while the busi-
ness was being bullt up. A some-
what similar claim |Is sometimes
made in investigations of this charac-
ter, under the head of what is called
“golng value," that [s the valve
which a plant has after belng many
years in successful operation, over
the value which it would have If but
recently constructed. In this cuse
algo, it has been pointed out to us by

from 1903 to 1816 the revenue of the
company had been sufficient Lo met
aside an annual sum to meet such
depreciation, amounting to 5 per cent
of the Investment In the plant from
time to time (H. & 8, p. 4). The
total amount set aside for ‘deprecia-
tion durine this twelveyear period is
$2.041,440.42. O thin amount §1,328,
462.88 wan withdrawn from the in-
ventment as completed depreciation,

the establishment and development
of & busless of thi= charadter, it han
bean, up to the present time at least,
necesgary to figure on a return on
the tolal eapital Invested a1 a rate
which I shont 2 per eent or 24 per
cent higher thon the rate at which
in issve of first mortrare bonds enn
be placed on the market. This high-
er rate for the (otal capital Is of
conrse to compensate for the riak in-

nold, we have concluded that there
“hould be a daduction mude frem the
expen=es, on the basis of the business
for the year snding June f0th, 1915,
of (B. N, 8 p. 83) (B J. A Tabls 12

d) 870 000 0O

Ax th= actonl expenass incurred by |
the compernv for ths year ending
June J0th, 1916, includine these extra:
ord'nnry leeal expenses and the in.!
atal'ation and renewal of  lamne

reduction from the rates put finto
effect on August 10th, 1915, sufeclent
to reduce the total revenues about
$50,000, or one-sixteenth of the whole
gross revenue from sales of current.

L. It must be sald, however, that
the company cannot afford to do busi-
ness on the basls we mre now sug.
gesting, If there Is to be a continy
ance of the litigation aver the right
to carry on all classes of business In

end that whatever Andings and deter| whoily within the power of the Com- the experis who have examined the as appears under paragraph (A) [volved In the Investment, which Is | rmovnted to the sum of (H & 8 d
wination the Committee might “V‘::t' mittee and no suggestions have been accounts of the company, that no sub- herein. And we have deducted the|thus made mibject to a prior lian, and [Suppl) .............. ... $424176.47 |the City of Omaba, nor, If the com.
the same would have, at least, the| o ., by or received from the Elec-|stantlal charge hus been made for remaining amount from the Invest-|llable to total loxs If the enterprise | Deducting: prny Is to be compelled to meet the
greater appearance of falrness and, : ' : ; competitlon of any other plant estab-
mprrtiafity. and tric Light Company, as to the expen-|overhead engineering management, ment In the plant, so as to reduce it |18 not svccessful 1t also appears| For lamp re tian
el ach as It (8 the advice of the dlture of any part of same. furnished in the planning and con- to ita‘present physical value. But|that at the present time bonds on newals .....$10,000.00 ':d Within the city of Omaba and
| The Committee secured an analytl:|structing of the plant by the “engin- this does not mean thal the amount |propertles of this kind ean be floated | For  extraordl tecking the same business. Our re

aw department of the Cliiy that the|
Clty 1a without lawful suthority to| cal audit of the Elecirie Light Com-
xpend the public money for buch pur-{ pany’s books and accounts covering
poses without retaining definite control| s period from August 31. 1889 to
“nd direction over the investgation) june 30, 1915. Haskins and Bells,
und wark in nd as well as e 4
piney to be expended, the manner, the auditors selected by :,he Commit
e methods and the objects .for|t®® have ano unimpeachable standing
vhieh It Is expended. and, throughout the United States and
WHEREAS, it may be feasible and|other countries. Their selection was
oselble for the Commlities from the|formally approved by the City Coun:
+mmercfal Club, working In con cil and by the Eleetric Light Com-
uretlon with varlous ofMcers and d~

eors of the parent company which
controls the stock of the company
although such an allowance Is fre-
frequently made In such cascs

In pur conclusions, however, we
have confined ourselves solely to con-
sldering what additional allowance
shonld be made on aeconnt of the de-
velopment expepse [ncurred by the
company In bnilding up its buriness.

of the depreciation reserve has been
withdrawn from the investment, un-
less it has actually been paid out to
the stockholders in dividends, or haa
been relnvested n the plant, and an
additional allowance made for it as
new investment there

An moalysls of the accounts of the
company mnd ite assels has led to
the conclusion that thie reserve in
the preceding amount which has ac-

at u net rale of abont G4% per cent,
allowing for commisslons, discounts
and other expensen of the saue,

We find that, begloning with June
d0th, 1816, and fqr a reasomnble pe-
fod following that date, untll condi-
tons shall have changed, as may be
herenfter determined, a reasonable
rate of return to be allowed this com-
pany on the amount af its investment
Is 8 per cent per annum on the |n-

nary expenses 50,000.00 $80,000.00

Leaves adjusted expenses

for & similar period ... $7T46176.47

H. Assuming, therefore, a volume
of businass equal to that of the year
ending June 30th, 1916, (he gross rev-
enne whieh the company ought to re
colve from lis entire business should
be wnfficlent to cover the following
ftems:

commendation I8 based on the sup
position that both parties to the con-
troversy will accept the recommenda-
tion which we have made, and that
all disputes which have existed up to
date will be thereupon terminated, so
that the company miy be able to re-
duce Its expenses to the basis of the
adjusted expmses wmpon which we
have based our report

Respectfully submitted,

pany. The auditors had acceas nol| [t appears that this franchise 'was

artmenta of the City, assuming such on1v 1o the books and accounts of the |abtained in 1385 bv ome J. C. tually mceumulated out of the earn- |vested capital, as found in pare- An'vated expense ., § 4417647 J. A. Sunderiand, Chairman.
c-operation| Lo be ,““"“r';he,mh “r Company, but also to Its minutes, Reran, and Wis assnciates, and (hat|ings of the eompany, has mot been|zraph (D) heroln, that fe to say, § Davreelation chorme (4 Francls A. Brogan,

;‘ ;:l_l;;d ‘:ulr;:s‘;s;e %g!n,npmv*‘:it; vouchers and all other records that|a small amount of development work | wholly kept intact nnd preserved in|per eent on $4,760.50088, amounting  De~ cent on §3.905658, F. J. Farrington,

g El‘pclrlrr Light and Power Com.|Were necessary to make clear and in- had been done bv him and the gpom: assets under the conirol of the man |to an annual return of $3181,560.48 MV e sasisand, 1BEIRT:00 Geo. H, Kelly,
vary will fornish certaln desi-able telligible all Items entering into its pany which he organized to take over agement. Some of it has either bean| F. In  detemining what rates Retern en en=fial inseat F. 8. Knapp,
pnd needed data and facts withou [accounting. From time to time the the business. up to 1888, at which paid out directly or indirectly in divl should be charged by this company, ®' /% nar cent on §4, T. J. Mahoncy,
cegt and exprnse to the Committee. |Committes called for specinl informa: | time the stock of his company was dends, or has been treinvested In the [it Is necessary lo ascortain what sum  TE9.GOG88) ........... 88150043 F. H. Myers, .

NOW THEREFTRE,

T RRSALVED BY THE CITY tlon, some of which required an enor
BE I ISOLVE i 2'C

mous amount of work. This work

norehased by the Thompson-Houston
Flectric Light Company, and this

plant and thire treated as new eapl-
tul, We do find, however, that the

should be set apart ae o deprecis-
tien allowance, This Is Indeed a part

Totul grods inrome ...§1 252004 27

Henry A. Thompson,
John L. McCague,

COUNCIL  OF THE CITY OF was done and the Information was lolding company, subsequently -con- | company has assets on hand repre|of the current expense of the busl- L Wa have had an analysls made W. 8. Wright.
gf”a‘”'}:“'ihe cireumstances; the.sald turnished promptly snd to the entire solidated with the General Eleo- senting a part of this accumulated re-|ness, the othar {tems of which are to of the actual revenue obtalned by the Special Committes of the
.' ‘i:nt:titt:e be advised that the City|#atisfaction of the Commiitee. It Is|trie Company, has €ver since serve, consisting of Its own bonds, | be hereafler considercd.  But the company during the yoar ending June | Commercial Club of
Connell does not feel ftself free and|our bellef that nothing has been with- controlled fhe stock and “diree- purchased and held in a sinking fund, | amount to ba allowed for deprecla- 30th, 1816, under the scheduls of Omsha on Electrie Light

at liherty to devote any of the moneys|held by the Electric Light Company

!md the management of the business,

and the stocks of other companies.

tlon I8 eclosely connected with the

rates then In force, prior to the en

_lnd Power Rates,




