Decizion No. |‘i 4o g .

In the matter of the cyplication of
Sresno Traction Company for (a)

BZFORT TEE RaILRCLD COMMISSION OF MEX STATS OF CALIFORYIA
cuthority To abandon certsin ctreet
railway £ronchisas in Presno: (b)

ORICINAL
8 L\L\w
Lor certificate of nublic conven-

)
)
)
)
ience ond necessity for the exsr~ ) Lpplication Fo. 7705.
¢cise of recettlement frenchices; )
and (e) t0 exeecute to Union Trust )
Compeny of San Francisco, as Trustee,)
& supplementery mortgsge covering = )}
such resettlement fraonchize rights. )

Frenk Xarr, 0. L. 3verts and 2. J. Foulds, for applicant.
E. M. Johneton, City Lttorney, snd Geo. W. Jones,
Deputy City Attorney, for the City of FPresnmo.

IARTIN, COMISSICNER:

FIRST SURPLEAMENTAL ORINION

DPursucnt to the desire of both the City of Fresno sand
Presno Tracticn Company to have the Commission meke ¢ valustion of
vhe proverties of the applicant in this proceeding in order to es=-
tablisk & sum on which carnings should be caleulated in order 1o
cerry ocut the intent of Section 12 of the resettlement franchise
autnority for the exercice of which was granted by Decision No.
10401, daved iy 3, 1922 in this procesding, & further hearing
wae held iz San Francisco on August 1, 1923, at whick the Engineer-~

ing Depariment of the Commission filed a report on the valuation

0% properties of Fresne Traction Company and Fresno City Railwey

Compeny. This veluation report has been designated as this

Commission’™s Exnhivit Jo. 1.

This report covers & historicel velwtion made of the
consolidated properties of tne Fresno Traction Compeny and Presno

City Railwey Company which are in reality administered snd operated

-]




at & single property. The totels of this valuation are given as

Zollows:
Eistorical % of total

Reprodue~ Operatin
Class of Property. tion Cost. Erqperty?

OPERATLVE 2R0ZZERIY"

Witain City oZf Fresno

Specifically located 5 976 3580
Generel vroperty apportlioned . 226 223

Totel v 1 202

Without City of Fresno

Specifically located
Genersl wroperty spporiioned

Rotel 20.21

Total System, Operative, v 100.00

XOY O2ERATIVE DROPERTY

Witain City of Tresno o cyd
Without City of Fresno. 135

motal system, non operative & 172 446

Lt +this hearing slso the Englneering Deportment presented

s report on service, operstion end finsneial conditions of the
Trocno Troetion Company. Neither the City nox the Compuny raised
any question es to the detalls in either of these reports. The
Compony, howevor, did file o statement of exceptions which indicate
cortein smountc which the spplicent contonded saould be included in
+he valugtion. Trese exceptions o pdditionel claims cre summerdzed
as follows: _

reteriel snd supplies on hend s 56 347,00

Right of wey on Wishon Avexnus 13 619.00

|
) Working eeapitel . 17 43%.17
) Develonment expense 414 332,18

Totald $509 729.35

Liside from these oxceptions Frecno Irsction Company indi-

0}

cated that it considcred the xoport of Tae Sngineering Depertment
a8 substoantislly correct as 2 historicsl valuation of the properties
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ag of Jane 30, 1922, but also indicated that it was its positlion
«net tho historicel coct of the property was not the proper value

to bo considered a3 & "rate base.™ The determination of a rate
vase snd of a ressonable rate of return sre ot inseparcble Iin

connoction with any proceeding and for practical purposes one of
these elements should be as definitely fixed as poscsible. The
Commission hes in genersl found that the use of the reasonabdble

nistorical cost undenreciated of & utility property suck as the
one in gquestion &3 the rste base on which to caleulate & returm
1s, as a vpracticsl metter, fair to botn the wtility and to the
puwblic. There zppesrs Y0 be no reason in this case why this
method should not be Zfollowed.

ilthough no amount wag included in the sbove totals
0of the historical rewroduction cost of these vropertios to cover
the itom o¥ meteriel snd supnlies on hand the following statment
ig found on vage 28 of the Commission®s Ixaidbit No. 1:

Mraterial and supplies on hand were not in-
cluded in the valuwation. The laxeet inventory

as of November 30, 1921, shows $43,258.08 invest-

ed which was close to the average inventory for

the last five years.”

In fixing & valvation figure for tho property. of ap-
nlicant, it would gppear proper to include o reasonable amount for
the item of materials and suppliec and the smount of $43,000.00
which was the apoproximate aversge inventory of this item for the

lest five years would seem to be such & reasonable amount. It

would 8130 sppesr proper that this $43,000.00 item should be divid-

od as between value cf the vroperty in the City of Fresno and with-

out the City of Fresno in tho same proportlion ac the total valua-
tion ¥{gures are divided between that vortion of the vroperty with-
in the City of Fresno aumd that portion without the City of Fresno,
ov, ac has been indicated shove, sporoximately e¢ighty per cent with-

in the city and twenty ver cent without the c¢ity.




Applicant contends that title to the strip of xight of
way 22 feet in width extending from Olive Avenus to MeoXinley Avb—
nue along the center of Wishon Avenue is vested in it, and that
the reasonable value of said right of wey as of June 30, 1922, was
$11,619.00. It appears that Wishon Avenue it & dedioated street,
and that the public has snd enjoys the use of the full width of
Wishon Avenue for ordinary street purposes, and that the street

railroad’s present occupency is of substantially the same nature
as it would be, 4id it hold & permanent franchise exempt from

special restrictions. It also appears that the permanent right
to occupy this street north of Olive Avenue was obtained by the
Company witkhout cost, and thet it 1s not proper, therefore, to
include any item for the velue of this right in this valuation.

The matter of including items for working capital and
develorment cost of a street railway proparty for the purpose of
establishing & "rate base™ is not in accordance with the well es-
tabliched policies of this Commission and these items will, there-
fore, not be included in this valuation. It tkherefore appears
that the value of this property, as of June 20, 1922, correspond-
ing to that amount termed mespital value” in the resettlement
£yanchice vnder which the Fresno Treetion Company is now operat-
ing, should be as follows:

within City
System Total of Fresno only

gistorical Reprodunction Cost as of :
Jane 30, 1922 (Historical) 31, 507, 320. $1,202,673.

Allowance for Materisls
and supplies 43, 000. 34,000,

Total as of Jwe 30, 1922 $1,550, 320. 41, 237,073,

PIRST SUPPLEMENTAL ORDER

Presno Tractitn Company and City of Fresno having re-

quected this Commission to establish a sun on which earnings




skould be calculated in order to carry out the intent of Section
12 of the resettlement franchise, authority for tho sxercise of
wnich was granted by Decision No. 10401, wvaluation of the property
having been made end submitted in evidence in this procee&ing; &
public hearing having been held, the Commission being apprised of
the facts, the mstter being under submission end ready for de-
cicion,

IT IS EERE3Y QRDERED thet the sum on which earnings
are to be calculated in oxder to carry out the intent of Section
12 of tho resettlement franchise, authority for the exercise of which
was greated by Decision Jo. 10401, dated iay 3’.1922’ in this »ro=-

ceeding, is khersby f£ixed as of June 30, 1922, as follows:

Property within the City o
Of FYaSf0, v o o v o o o o o o o o o3k, 237,073,

Property outside of the
City of PTesnO, ® e e & 5 w ¢ ®w » 5131247.

Total propexty of
Fresno Traction Compeny,  $1,550,320.

The effective dato of this order shall he twenty (20)
days from end after tke date hereof.l
The foregoing opimion and order sre heredy approved
and ordered filed as the opinion and order of the Railroad Com-
mission of the 8tate of California.
/A
Dated at Sun Freoncisco, Cslifornis, this 22 day

of December, 1924.




