| .“'Decision No. 9-»707 .

BEFO% "'33 RA.ILROAD COMSSION OF THEE S”"A.’I‘E OF CALIFOR'M.A

' r

m 'cb.e M.at'cer or the Application of the vl
CITY OF LOS ANGELES, and the 30AFD OF
PUELIC SERVICE COM.:.SIONERS OF TEE CITY
OF 10S ANGELES, to the Rallroad Commission
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t0 fix and de'cemne the just compeansetion g
)
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‘I

Application No. 10882.

to_be paid for certein electrical diztridut~
ing sys‘cems and properties of the Southern .
California 3 Edison Company. _

Jezs Eu Stephens, City Attorney, Ve B. .
Memthews -and Geo. T. Warren, for
appiicants.,

Roy V.. ReppY,. B. F. Woodard a.nd. .:..W.
Cunningham, Tor Southern Calir-
ornia Edison Company.

J. J. Deuel and =Zdson Abel for Celif~

| ornia Fam Bureex Federation.
| SEAVEY, J;EOMSSION‘SR:' |
B ,éz; zgxﬁ |

s ize p*oceed.ing under ection 4'7-b oL tho Public :
'L.Utilitie.. .A.ct in which the City or Los A.nseleu and tbe Boa:rd of
'Public Service Commissioners of the City of I.os Ange:!.es, herein- ,
"arter Joim:ly referred To' as the City, -ask “the Re.ilroo.d. Comission
%o’ "1: and de vemine the just compen.,ation %0 be puid by the 01ty
| ot Los A.nge...e.. to Southern Cali:‘ornia Edison COmpa.ny, hereina:ter
*erarred. to as ‘che COmpo.ny, ro'* tne taking or certe.in la...d prOperty
a.nd rights of the Edison Compan:r Such la.nd. property e:nd rishw
are deucribed in Ex.hibits A" to g 1nclusive, at'ce.ched to 't:he
a.nplico.tion, and nade & part tb.ereo.., and con.sist oL the olectric
distributing system and rranchise rights or tho Ediaon Company 1n
_certain terr tories annexed. th.e cmy since 1922 the City hav-
ing heretotore purcha..,ed rrom the .:.dison Company, and since ope:m- .
ted me electric sy...tem within the City as i‘c esi.,tod 1n 1922..
’l’wo dis‘cinc'c theorieo or a.r*ivins at just compenaation .

g are presentod to. the COnmicsion in this record and 'che queation ‘

&- ‘

T as %o wh:.cb. 'vh.&ll prevail mug‘c be decided rir
. N -l-




The Conpany be...e., its claim of compen.,a‘c on upoxn. ‘t:he

theo::-y e.cpounded by D'". L. T. Eadley in 4Applice tione 9767 and 9768,

ow' pend.ing oe:’.‘ore ahi., conmiusion, _*micb. tes timny was .‘cipule.

to this record. | _B;‘ie*_y, tols th_egry iz that he volue of &

utili"y bu...ino p;opeftj dqpénd.s upon- and ‘should be measured by
i;t.. mcone‘.l In applying this*theorj‘two methods were used by the
C:om Oze pethod consis:ted. of meking estimates of loss of
revenve for a num‘ber of yea:cs 1n th.e “u’curo ’ 'the net *evenuo Tor
sack yeexr, after being co*rected ro"~ the ad.d... 1o:w.l inve...'sments
nece ssexy 'co conduct the: business, being reduced to its pros en‘t
velue by use of presexnt worth tables based upon, ‘6% in‘te*est. Under
the other ﬁethod the estimated net revenue oi‘ the proper’cy curing
the first year after “he date of valuation wes capitalized at 6.2%,
‘wib.ich was ...hovn ‘oe the average Tield of money inves @ed i;a.”the
ch*:.:geq.yfs securities outstanding at market prices at ‘z’:he"; date of
£iling the spplicstion. From.each of these re«ﬁlm was dedscted the
calculs.ted. amoum; tha‘t should be iz the depreciation TOSETVe . 't:o go
j:.ri h tle phy.;ical PTOPERTY, and to each was ad.ded the e..,tﬁ:m:ted. cost
o.., ..hez a.ctua.l reconstruction Work necessaxry o :nend the remmin@
propexty becausg .of the separation. Tke following figuxes zummr
ize -.the,_‘ results of these me.‘cb.ods:‘ : S - .‘H

Preseat worth of future annual losses of met - ..
revenue, corrected Lor ad.c’d.tional inve.,tmen . ‘:;{;3,65‘9 »122.20

' Deduet Dep*ec-ation ROSETVO o o o o o o + o o o 112,824.24
.. Just Compensation Zor Property and .Bm;tw - F5,520,288

234 cost of Teconstruction mede necessary by o R
seversnce o... part of .,ystom e s s e e e o 13,800.00

'.T:otal Tust Compensation e e e e . $3,540,058.56

* cepitalizesion at '6.2% or firsy year+s loss o
: or net I‘O'V'enue, . ‘e @ 6. 8 o o ® & & o & e .$3"266,045.00

Doduct Deprociction RESTVE o « « o v = « o ~ o o L12,884.24

' J‘u....t Comnenuation “r.'or Property and Bu..,.'x.ne...., ..*;,:3, ,I':Va’. ,. ,IEG_ 276

.a.dd co.::t; of reconstruction made neces :.ary oy .
zoverence Of part Of Systel v « v o = o ¢ & o & 13,800.00

Total Just COmpeRTATION « « « = o o o « = o « » +F5,L08,560.76

-z-




The no.,ition oz the c,ity wes. tha ‘the. vo.luc «o be rixed
_' should. - be ob ainea by nd:Lns :‘ic:u*o oi' reproauction co t new le
depr eciat:&.on, to which .,hou.'l.d be addod. going va.lue cmd .,everance :
‘-de.ma@;e.- "'hc rc ult ob‘t:aine& oy the "i"y in uuing vhio m.hod a::.'e

2s .;.o:!.low

Reproduction Cost New (C.R.C. Tug.Dept.) - ,é90'9"867.0'043.,' .
Deduet Depreciation (Civyrs evidence) 241, 537 23

Telue of Phy.,ical Property, ’ - :«',;.658 329 77~"" |
Add Coling. COnce*-n Value, ' S 25,000.00 -

Value,of Property and Business | o 705 329.!77_‘.
| Add. ..,everance Dmgo, o l:’» 800.00 -

'"Ov&l Tust Comnen..a.,.gon S S .,'7,71.7,129-'77

' I’t.‘v'i:Ll be seen from 'ch.e above tha‘t there :I;Sfﬁ vride d.iver- |
- genee .,1:\.: i:i:é results ob‘aained unqer the two theorie.., o. dirferencg
vigﬁr'gé:‘;m. come about througn some basic i‘ault iz ons o* bOvh o. ,;.c.e .
propdé.al..,., The income theory aclvoca ed. oy the Comeny in mb,tance |
nes been ad.vanced i.. omcr procecd.in@.; be:t.'ore thi" COmmi 1on a.nd. ha..,
not. beea _..d_o_pted.._ As 2 measure of val T has been con..idc::ed. to0 . |
~ unstable. It 1z e ased upon adoptod con tonts vhich a::e :Lﬁ *"act "
-'-va::iable.,. 3: aé.s es sor the indeﬁni‘te “u’cu..e that thi.. CO ; ‘\id’:’l
‘-'v:ill 2ot c..ane,e the ra.tc of return; that the nct reom, 'che lo :
‘and. the rizks incu:::'ed. will remam the saxe; that ‘ahere will be
o.erini ve ﬁz"u*e p*ogrm o,. build.mg 'vith depreciat;on cnare;e* and.
p*ices romain_ng e sexe; the.t mture cost of rina.nc.'x.ng vrill ""ollov:
..he pre.en 'cb.a. hcre "r.'z.ll ve a cc*‘cam ru.ture poyula.tion-" tb.a." no
othe::- .‘:om ox mode ol heat ...igb:t or nowe '.'rill tran plant, moé.i*y
ox compete di:t're*ently wﬁ.th ko pres cent elec‘tr c _-.ervice? .tha ce* .a:Ln?z‘_
stimav ed bu‘c u.nmo'm Tevenuos and - oper a*in,g and. mamtenance expen.,e"
will accrue-, : a.“d ths.v many other intangible thingg will come to be |
-e...lit* e.... . The waole ...t*ucture is vuils upon *'b.c”amoun* o,.'net ea:m- .

*“s per ...ete »ich i..,' e.,‘cimated. - The only ac:initely k.novm. :‘igu::e

"‘f’e“lying net ee.mings i., the aver a.c;c g:-o..s revcnue per me.er pe'-?




'co..t is no‘c p*ac‘aical .,'candpoinv conceivo.ble.

ye“- "o.. one yea::.

: It ...igh" oJ...o te noted .,b.e.‘.: Che rep*oduction cost new
02 this property,. undeprecia.od., including overaead.,, .;..,' ..cco:ding
to this record, epproximately $900,000.00. That Ju:.'z: cdmpensafion'
“o*a propervy o= *cb.i., kind could be foux vimc ucn ro'o*od.uction
..1.5 en 1n..1:an.ce of how ..hc rie;u:es unde'* ‘che c:o:npany'*

thco*y may “luc"ua. e ..arough e..t;.maues ead uhe c.ce::c.use o.; iude;mmt,

- it appe“ ' e.t 1' we' u&ke .he conparsa ‘e ..e timony o~ ~ae City,

‘.... "

‘ vn.ic‘n doe° ..ot appea:r to be broxen do"m, and a*:ply vhe m metb.od

ol calc.zlat.;on used by the COmpar.y uhere result., ;o*e.,e -rorca ol

loss ..-.moun..mg to $2,849 ,065.60, as agam.fc the cOmpanyM tigure of
_".;,4,408.;05.95. \ s T

Py ‘.,
" o "‘

' "'5'7:'-"‘4_- B °urely moug,h hes been .,aid. 0 indicate thet the ..aoo:r:r

| Aad.ve.nced I a thc CO:O.'O&IJ.Y is not a method of a: iving at value and

"damages 2ox c&cing out 4n reality i & moans of es’cima‘ce vy which

a value i... pu. upon ‘cho prope:ty "n’...h ..no ou.,.’me a.t‘.:ached. whicn

sid.ered under. two main heads ,- "property o be ""a.ken" and "Seve*ance'

'_;Ewom.d 'molly conswzo and Tonder the property moxe ‘ch:.m u..ele 'co "

, e.n ”possible pu.cho..,er.-‘v It is a 2oz, oz b.adovr bomg -vith. the
‘ Iu u..c ;pouontiali o-: .hi., p*operty "rhich., _.n my opinion, c-an:ao»

"'."_ oe con...ide el ...eriou.,ly for toe purpove., oz ‘chi.., procced.ing. mhi»

bad

o ""ying, hor":cver, tha* ‘che ..o.c v sur*oundﬂ.ng ’chi., p"operty

'“_"‘rom uh@ .,ts.ndpoin" or income .,b.ould. not be ...eriou...ly oon..iderec..
Such i‘ac will b con.,xdered alonb with uhe o‘cb.e:- racto tha o*’m

_a ‘oa..,is :‘o_ di.,cove*ing value.

'*_‘hc p::oce or ar*ivinu a't: a r:!.gure oL Ju Y compen..,avion

will uhercfo*e Proceed c-;ene*ally along““‘tn.e lincv indica ed by 'cho :
-"Ci y, ta.k:mc; into con..idere.tion the ovher-racto:'s tend.mu *o es tab—
' livh value, "micb. me.,hod. hes he e.uofo*e. been u,,eé. 1)’ tao camission

in condemne.tion cases. a.he matter ol Ju.,t compen e.tion will be con-

..,a...age... , %ae. law equ.x.:'.mn tho Comxmis .’z.on to .,et up 'cb.c.,e e.moun




separately.:

PROPEZRTY To Bg‘mrm '

. ’I.’he :mvonto*y of The property. to bo taken as or Yarch 2,
1925 was, made by Commissionts englneers, with the c.'I.o e chec.c aad

cooperation of tho engineers of, the Compeny and Uity, and the totel
Laventoried. qm.ant.‘.‘aies woro a@ree& to -by those‘ '_oa::"t:j.e'e "’he unit.
oo.,ts used in arriving at *oproduot.«.on oo..,t NEW WOeTO. the avo:cago

pices over & one year period Ifrom March 1, 1924 to-Februory 28,

3..92.5.‘ .. Complete agreement was not reached as vo ther-.ie uzit oo:—;;ts._
’Bhe City L eflfecs, accop.ed them by using the Commi.,::ion. ong_i.no;oz?s'
zfepﬂodno__gio’n cost ;no,lud;.pg,,qvo*hoqd.,. No te.,timony rebutting .
thesox.nit oo:_'._ts was introduced by oither ‘cho Ci'cy or 'che compa.ny..

duouion cost aew, exd valuo of the propexty a5 S. 8 whole are in oontro-

y a.nd will e dealt with- undo,. ‘theixr Egsgootivo‘._spb—‘heaos..

In‘boro.;.‘c Du:ing Construction:

LU mhe Comission énginders os stimated this ot 2% *upon “the”
-ea:pori.ence of th o Company in its rogular exton.,ion rield. ok,
"rb.i.le--. 1t 1is trde 'chat this COmpany ald, and the City o::-. o‘thor
utili".:y probaibly ‘would, experience’ ‘about the seme ixterest expen*o
11 -occupying the te:':ritory in the usual order of dovolopmont y YyOru .
, v:o o.avo ‘hére a _,omevzhat ‘difterent ...:I.tuation. ‘The p“oper"y oxists
and’ 1.. to de 't:.ucon es & weol Its cost 1.. o...timatod on’ mc.te

and’ :La.bo::' pcr:ico., end” othor cons 1do*o.tion., as of = cor‘z:ain dc in:!.'z:e
‘time. Gonora.uy i) ‘appeexrs that the ...pproaoh. hes ‘oeom. z o a.
‘wholo.,e.lo re.ther tho.n a piecemeal con..‘aruotion emd. Lo 'I:ho..e :roa.on.,

into:re...v dz..rin@ oon...truo*ion will. e allov:od. on ..no ba.,i '~or 3 per

. - eoowa e . Crwe BT e w o ,.,5...' L S
oen‘a. - ) F .




Suo t;.tuted Me't:ers- .

The Compeny questions ‘the ~p:clinciplé involved in the. -
subs 1vut.ior. by the Commission-engineers or-thé pricé or'é; ;oresent
: day meter to ropresent-tle pre.,en.. dey cost of the- 1394 ™ype I
'meters,- which-are instelled os part of this pro'oe'-ty bu’c which are
o 10:133'" menufectured and iz the morkot. The. campany contends
v«hat 1*-::0 pective of these facts The meter should be treated 88/ the
+ of the property and & present cost developed. s 1..,. . "’here .
this lead usp I the...e 'J:ypo I metlers were now m.a.mfa.ctumd.
-an& in 4ne market certainly they could no‘c sell .Lo:: more zhan ano'cher
- type: or meter which is nmore prererredv in use. Bu't: not being in the
‘ ma:n:et, doo.. the Company- contend *that our ecngineers sb.ould. dotemine
.. Woes- 11: would cost to have identical moters manura.ctured. ro:r '::h:t.s
Mpa.r:ticular job oven though such ¢cost migh mew.n’ several t.x.me., 't:he
v.co.,t of the meters o*icinally 1::..,1:&1196.? The rep::oduction cos‘t ol
v‘thi*' ;;rope:rty %o Bé"éc;c;e;ﬁable mst be a *ea..onable one. It wou.‘Ld. :
..eem boyond quo tion tha.t the Commis ion enginee:r.. had. ac .,ed wimin

reason. "

; -
. " A

Dégmcia:t;ién: :

On this subject the City vuppo::ts the s tra.ieji* lize method

11:13. ce:te.‘!.n addition.. ror ob...erved. defe*::ed. maintenance, :Lne.doq,uacy

| and ob..ole..—.cence. I'he COmpany claims the. inupoction method s’hould _
| be u..,ed., but m...intdns 1: the lire table ba.ig 1= employed tho s
_ ing ru.nd me’cb.od properly .,hould 'be the one to adopt. The CO:m:L

| ‘uion ene;:.neers here ...et up re ul'c., under both the ‘c*e.:i.ght line and.

| sinking rz.md. methods a.nd. :I.ndicaue tha.- i’c 15 their opim.on that "he |




..:!.nking 'und. rmethod more accurately reflects the *e.ct....

of the. property, toge'ther with

The Zollowing tables will show the character. a:a.d extont

mont by vhe engineers of the respective parties:

Railroad Cormission Engineers Set-un |

CeZeCo

the rosults flowing fron the treat-

Aectes

‘NOwe =

. Clacssification

rriced

Invenlory

T DODrecLaved Cost

sinking &+ -
Tund - -

Seralgat
--Line

R,
343,
4L

346

47
351
=902,
555,
38T
- 382

.

2Tancalses o
Londs and Righvs of way,
Distrivution Strucliures

.Dlst.Sudstation .:,q,uipmen‘o
-,,Di..;t;.Pole.., 'L'o'.ver..‘ end.

Fixvares,

_;Di...t. Overhead Conduct 901‘,
"ine- 'I":anstome::.,,
Sexvices,

Neters

Inst. on Consumers Prexises

‘Street Lighting Equipment,

C:omm. S'y‘s'c on Zquipment, ’

’ ,,".tom, TXCLUSIVE OF “O.E.,
-Qvexrhead” Pe:cen‘aage, o
| ),Ovorheads,

oL mc:mms O.H., |

, .:.d.justmcn. 'ror Harcx.wa.. O,

28’356. -

31,001,

227,586, -

158,715,
91,450,
74,922,

125,898.

1,415.
45,979.

&

L, 700.
'22 356,
26,023.

184, 692
144, 254.
76, 722-.

65, 141. ‘

107,622.
'1,355.
410432,
_ 69.

=L, 700,
. 22,3564
2,189,
21,88:-'.“

5784,068.

16,28

£123,730.
$907,798.

2,069,

""6'73,835.
16.28"

105,784
_,,779,63.9.

1.679.

| ,,704.,995.‘

1 550.

" TOTAL
m

) ,Deducuion. fox M:Ior Traffic

Pla.n,

$909,567.

§781,298.

v

706,545,

o $909 ,367. :

$781,298. . §




City ZTxgincers

Set~-un

No.

riced

nventory: .S

Jeprec= : :
elated
Cost by

tion=,Inad.:

ObCOl.JQ‘tC -

Zxtra Doducs

Deprec-
ieved
Cost

202
A2,
LT
Sk .
46
A7

¥1,700.
22,356, .
2,828,

. 36,536.

227, 586.

178, 44d..

Ly 700
22 B

’ .
2,176.
23,4!200 '
164,796,
3.47 563.

g 700
640.
12,625.
156,356,
138,898,

350
351
352
355
357
382

"'otgl “exclusive of QeZay

Ove:cb.ee.d Pe::centa@e
Overp.ead‘...., '

70 .LAI»” INCETDING. 0.2, ,
Adjustmen‘.: ror herdware .
mom |

Dec‘:ac.t oz l.aj or "’ra:ric
&,'I.?lan,‘ .-

-
LN .
,

98,390,
74,922,
125,898,
1,415,
13,863,
130.

75,314.
56,628.

90,773.

1,182,
10,301.
£8.

784,068,
' 1'6-28 ' -

123,730, » 93y '788.

I.G'. 28

,,eoo 152

4566,841.
| 16,28

$907,798, ,,593,940.
2,069, - .

2,069 .

88,365,

. a n» ,...r‘ - !
$507,867.

- -

,695,009. e

£909,867.

-
-

13

. Compazny Engineers.

4696 4009, |

Set-up .7 .

C C. Acct. NOSe

T b e M
. e G

W .
+ Depreciated Cost Denrociated Cozt.

02,302, 545344, 346,347,550,

351, 553,:555 357,382

J.o-luAIt —msm O.é O.H- >
Qverieead.: “Peroentabe PO
Ove“head...,

TOTAL, “INCLUDING OE.;

Adju.,t:non's ro:r: Eardvmre ’

""O'I'.A.I.

= delghted Aversge

r 89.90“{7

P R I A R

Condftion Pe:-c:ent'-

-deighted. Average - .
COndi tiox 1><9:z:'c<zm?;-

38,365

-

paivey

7704,877.
19.68

[
gy

3:;692;802.
106m343-

11860'0' -

T ,829;145.

. -Fm

TS, A5T.

T

T

TBB0,575-




Foom 't:he b:'iefs f1led is sumerized the riml set-up ol

vhe value or phyuical p*-ope ty made by the ,_C:ompa.ny- and the Civy:r .

,‘ wi’rsozv‘ COMPANY.

: ,Beprod.uction CO t New =-. '784 068. plm 3.9.98% O.H
De*o ecia..ed. Co - 94-0 »702, X 880" L

ay

L . CITY 07 10S ANGEIZS . |
_%p::oduction Cozt Now — L B
g7es,068. plas 16.28% .H.‘ = $907,798‘.plu3‘$2,069 - ’«309.,867.,

Dep*eczam Cost - ; o
...909 87, mizus (,,zoz 805. plus 438, 734.) - ..',668 350.

| 'ﬂhe in..,pecti.on :nsthod pur.,uec‘. by the CO paw** witnecs
‘v:c,sv p*ocure map of the 442 ez:ent .,ecto" o tne ter*itory a.nd 1:1'
-%he *'ield., by ob.,e*vation., detormine vhe condi ion ‘ comparod wﬁ.th
":.Le'.': o:f.' 'che d.:l.:'eren" ite:n... as ..hey exis‘:cét as pa::.. or he vmolei,‘ Putv
do"m ro_ ea ca ..,epare.tes part and ne:cel i::. poc'ced. its cond... :Lon pe*
cen‘c and. atte_ cove:-inc, vh@ vho...e, :‘.‘rom the percen«ages 20 '*ccorded
‘o.... ve v.t gnted. e.ve::a,e;e. . ‘These withesses, acco*dmg o ..he

.. ,,du'n

‘ce.,.imo_y, '.'ro-.a:ed indcpendenuly and. Lter Mnc adjuatments :.'.'or
s . -/, .
p"'operty no.. cove*ecl by ooth uhey eac::., w“ ‘chin a "‘rac‘cion. o*" 2 pe:.'

wete

cen v,' *rived. e.t x:3 cond.i’bion o*" 88¢ by no.. includinc ‘the elamen. s of

inad.equacy and. ob»ole...eence. o
| ':.'he COmpany convend., that thi-.r mothod is in acco*dance
- ;"::L*h the *ulc as laid. do'm by the su:premo Couru or the Ur.:Ltod a'ces

: vb.e ca..,e of :.CcCa..clle Ve .mdiananolia"(fa‘ter comna.ny, 272 U..::. 400,

'I;. ed. :53.6,, emd 1 the law of the lan&. e agree that th_ Taling
‘cae reme Cour hould. vo rollowed in 50. fex a..- 1t ap;a"i ce, dut
e do nm. ..@:-ec "::Lth tho Company as to 11:... epplic ability nere, nox ,'

uO it° in erpre‘ca.tion iT 1t wc:r:e apnlied.. It 15 evidenv p—om thc




"'ocozd. th&t the Company's witnesses pur"ued the in.,pection wwe:?:lmd U
2 mmeh nar:owc': sen..e then indlcated in "he Iuccu.rdle dec:: on.

It :I.' not p*ooable taa’c the court intonded %o ..a.y ..ha.t e engineer,

howeve....experﬁ.enccd could "ra.uq along wader & povre:- line or glance

,'at :L'c rrom a d.i. tence nd .,ay when the v'i::e.. would. brce.l. :.':rom

- cryatalliza.tion, ho"r z00n ..eemine;].y @ood mula.tion would d:rop oz,.,

or ao any one or pe hapo & b.undred othexr impoc 1ble ‘thmga. ’.'mat ‘
happened. .’z.n. the mcc...rd.'l.e cacse?- One o8 inatc o: depreciation was
,mde 'bj uhe ura.igm; J.ine calcula.tion *'::Ltb.out in..pec‘t:ion, anothe..

‘...ade or uhe exi,ting, cond_tion by thoe: operating ene,inee:-, o"her
ba.ed. on ac*'uo.l I.n.,pection and & con...x.d.er..tion. of the p*obable ‘u*uro :
.'L:Lre as ind.ice. ol by the cond.mion :.‘ou.nd, and .,till a.no"he.. es timate »
_'artox in*pect:.on, or ‘che cxzount neces sa::y to bring ‘che = onerty

o co..dition ne'v. .""he co round that he last tbree method.s wc:re
';r-e:e ed over *:.no *‘:.:.,t - which was "mere calcula..i.on... ba..,oci on

‘average., and. a. vumed. px obaoilitie.,. Ve ca.n tind nothing the*ei.n

wh* ch conﬁne., the deue*mination o:C’ dep::ec.ga"ion uo :m...pec uion and

R [T

":tinal d.c e*zzina“ion 1:1 tho ':Lcld. LI racu th.e cou.rt mslce*'"it plain
| that thc p*‘oce s ez r:m.ch ‘oroader end ..aau life .fca‘ci-*tic., and. ouhe..
i‘actors wa-e ncce..,.,a.bily u.,ed in romﬂ.nb a Jude;mcnt. ’ ‘ '

| ..he cmty, by inspection, nede a uhOI'OU.@b. 1nve...t gati.o“ oz
tae debi‘c... ue;e.in..:t the property from 'cae ..tand.poim oL de"'er*ed. mi::.-

'..enance, 1nadequacy and Qvs ole.,cence a.nd undoubtedly jcopa::dized

. o I"/m o
the percentage condition., claimaa ’oy ..ac COmpany's 'vitnowo... , ‘J.‘

cums s *rivea a. +he Ci by clam... ..hould be ad&ed. to 't:ne e.moun.. or

d.ep*eciat on obtc.med, by une o.npl...»cati on o*‘ 'the vra.ugh* line mc‘chod..

. "n" B




it "f;hﬁ.s, we ‘cam;ot‘ b.g:'ee. These items are s.lréa'dy- taﬁén ‘ca;:e o2
'td"s‘o:ﬁe cons‘id.ei'able d‘egree‘,'“ as virtually e.dmit{:eci.in testimony
lo::' ,'the City,‘- in pplying streight line caleulations. Ncithe:: oo
've ag:':ee o ..b.e mere caleulations on the = raign“c line o inlcing

i

R Lwad ba..,i., withous other con.idora‘cion....

| The Cozmission engineers, while they wont over Yhe.
p*operty "or tre vurpo.,e of inven‘:.o*-y, gid no.. a.nm.y .,Li" o*- otvllzer
in.mection or ,hiv woper*y an'ivins at deprecia’:;.on. | Inwead.,'
' they a.....u.med live for this p'*cmerty to oe the same. a., ‘mo.;e de ve*-‘/
minea. sfer ceretul in...pection of othor property 1z ...:milar coxi:- s

Sk on ané of like character in otner utilities 1n the etaté'. This

I

. oo,
canno‘:: be accepued. a ecurm[; a proper ‘answer wa.c:r:e m.lue Ls-%0 be

. ' Ara

obte. 1ned o. ; .,peci*ic pro'oe*ty fo¥) o:c a cer'cam d.ay. |

I"' is eviden* 20 one of the ofre*ed rigu"e Tor dep*ecia- '
?_-n Py
*ion cen ‘oe accepved. as *e:'lec..inc, an ecuitable s:nount bu ‘..g«her

*hat a _judgmon': ba...ed. upos & knovﬂ.ed,_,e of the v*tne ses upon “the

e At

and. and & carcrul enaly..i., of the *ccora. its ez.r mn de‘temine e

et

\_;g.':gp_e;‘ al.,pwa.nce w:s_.tm the .'Li:q.i':;s indicated.

Goin& C:oncem Value .

‘.'ﬂhe engineer.. ot the Commi sion 4id mnot pre.,cnt :my

cvidence &s o go...ng value. - The c:ompany set un no ...epa:-ate mount
oz th 15 elmem ot va.lue, admitting that 1'0 could. no'c Yo set c.....Ldo-
as & dis inc.. amount wunder itz theory of incame compen.,a.‘t.z.on, ai- ’
uhou,g.. it wa.; cove:ed. in the total. | '“his. ‘.:heory havin@;‘be.en zjef'
-:ec..ed. tne neasure of value oi’ the pro *t‘y 'invoiveg" there
i‘s‘ 0’ nine. -.m ..he record i..luminauine; the “ompe.ny' & claim ‘or
":h:;sllriuem e::cepv an o..—,timte micb. wos pre en..e& by itz ::ri‘cne.-,.,
'as‘io the cost o' attoching the bu.me sona mcter be. amm:mt—
:mg 1n vO't&l o ..,80 000. " This estimate wes b2 cd. upon. mtl:;e
‘ a.vcrage C:o:npany cost of aﬁtaching neswr ousme:..uor 1925 and 1926

and.\is,clearly oo aigh for costs in uniwuerri':o*y, vrhich 1..

11~




pfin,dipally' lighting, as tke motor cost used reflects 2lz0 pozfe:: i
costs Thickh are higher than lvisht":.nc. . Tne*e. exre ‘a.l..,o ::e:".‘lected. in
tl_:.gse :tigu:-es soze e;ements oL cost beceause ol competi :ch and. other
c_dei:_t;on;s iz‘:.\'étl_mr parts of the Company's system 'mch do no..ob-
tain in the;e' pe.vr‘.:;cula:' ~ocalities. | | , o

| The City prosemted an estimate of the cost of attaching
this buei'né';-"-' amounting to $6, 966.06. Thiu undoubtedly . is too. lovr
',.o:r: our purpose- unde* thi= proceedin@;, ag 1t dooes zot include the

usuel and. p.o;:e'* jerole) '-ata. allowance o:'.' seneral co..,t.,, moh'a..

a.dve-ti.., in.g, c.cmon...tra»ing and promoting. - "'he e.,tiznate 1... probubly

low becau.,e o the direct 1ntere t 'the consuner S By have on a.cxoount
o the Public o"mervhin and dgo because of the advantages ‘cm f£low-.
srom elliod xmnicipa.. governmerrtal departments and. activiticu.

The Q.‘.ty also. pre sented aa ¢ t:mate or going rvalue 1noluci-
ing cost of S.ttach ng bx. :Lne iz the amount or .,,:55 OOO., bs...ved upon
the ..hcqry oL going value s set rorth oy Dr. 47 T. Durand .A.ppli-
cavions 9767 and 9768 -and stipulated-as part of this zec_oz_-d. « ' Dl
mzrand definos going value az that woTth attached to an operating
| ﬁug;inés;. over end above the cost of the p*oper‘cj' and matorial In
plaoo,’ the to tal over all boing tae mc.:u:et value. ‘He lays dow the
:rollomne; premi...e... v:h <=h~ Zform the ground vzork‘upon wh:!.’ci‘i to errive
&v axn a.ns'-' : l‘b.e Tate:base wad the histor ical mveﬂ-tment wﬂ.:.‘be. |
p::actic.ally idem:ical, "zhich means that retu:n "-eceived. and intorost
pa:.d. will be "‘:Lgurea. upon the came capital amount. : Goine: conce:m
value to the owner, therefore, will de *he ca.pitalize.tion at market
rate o* money of th e dir:terence votween: r,cou:z:n a.nd“co.,t of-money.;v
Tke buyer "ri.'I.:L be vrilling to- accept a comewhot ‘-lov:ér roturn on'h..‘..s‘
ca.p..ta_, but whet tais will be depend.. upon the attracuivenc ol
tue enterp"i..,e, 'tne overall rate of n I:rom hi... 1nvc.,*mnt and
‘the obli@ation.,, risks (1nclud...n5 condemna.tion.) and cc:-c., which

mst be a.-.:-mmg_d.. Tke ofi'er- of the. higne...\t; biddex. rixqo,,;:the, mariket

~12~




value.’ "'he co,t of attachling the dusiness 1s includ.ed. in the (;oine:
veiu"e. And, lestly, while zome of the elements of going velue me.y
be arrived at mathematically the finel answer is the re*-ult o the--
exerci..e or ndgment. . T " . s
2, ‘Scattergocd, testifying for the City, sdopted in

goneral the: theei-y 'e.beire' outlined. 'Ho had 4n mind that- the average
vield of Compeny's securities ss of March 2, 1925, wes 64253 ;'sha*e?
the commission oz tae Company's rate base had allowed a re'i:um oz~
‘7.-\6%';' fhe.‘c the"repredn’ction'ce ST new wes- about $eee,ooo.v~ andr the
rate bose would be & scmewhel smeller amount; that the merket value

wes, affected by the prospective growth, the attitude er".‘::b'.e'-::egula-‘-' ”

| toﬁ body end the threats of municipal. competition o conde:enatio
;;;('1_-.&.’:'. Scattergood believed. that-conditions here- were’ Dot normal'and.
! tnat the en'cire ‘&Lfrerential between the- 6.276«&::6. the . 7.6% could- not
be. considered. p*incipally becuuse oL +he ixminence ef co:rdeme.*ion
or pe.:-elleling Perticnlerly did he believe it e here where «b.e-
Civy hed elready’ ...e".:“cled the' poliey and wes opere.tinp_; eec‘censively.
Thile In h.iu- epinion tae actual paralleling would d.e.,troy e.ll geing
conce:m fron the stend.poin.t or nra:rlcet value, yot he- believed, in-
*"ai.'::n.e's awd Justice, that "eeme ﬂueh value 'vou;ld -be alloveble, .
per"iwlex-ly there ..heuld be cons ide*ed. vhe co\..t o connec'cins e.
ou..ine-s end idle eep“'nl on’ uh@ e;rewinc bu..,:.ne......, excent where- the
eor.su;;er provide the capi‘cel that remeins-idle. - T ‘-".t'" :
| - One can :tollo"r te a con.,.x.de*a.ble extent ~the femla. rar
going value herein la.i.dﬂdom' end. followed by the Cityy it :!.' muld:
seem impo :Lo.'be to o.@;:-ee vrith e.‘Ll of it end perticulerly m.tb. the-.
erarao*d_na:y errect given to the Tect the‘t the preperty in- quea‘cion |
1., eubject o cendemne.tion and perelleling. b ::'.‘a.il to see how
ordinexily the ZL bility o being cendemned "uostanuially a.rr.ect, X
tho. geing ve.lue or a public utility. A. publie utili‘cy is net

usuelly bertered. e::.d. .,old as are o:t;her bu :Lnee s. The peeeip-i;ity

13"




o2 boing condexnoed racin@ an ordirzary business ouite .s.,.kely migh"
...eri.ou..."y a:‘.'rec. the pro*:e:r Ly advorselj, although - 'tb,i.., would not

al'-o.y.., be 50. 3ub in the case of & uuh.ity ':.r..ich occupie,

e inite £ield in & mononoli...tic way, whose. rinancin income,, Tates

e

...nd. ..e*vice are ,.ogula.ed, and 'vho.,c vexing mus‘.: be comper...a‘.:e&, ..t
"zould seem thet ..ny pos iole- buyer would not deprecia’ce 11:.. *eady
s‘;:':.c ted going valuo. po sibility of ;pa':e....leling would hmve

& ve‘*y de;inite el ec.., buu even there we mu.,t oe aware «ha‘c uswelly

| --’che m:.nicipali‘cy {5 the only party that ....i@h" do uhi., ....nd' that it
) ,*lwou_.d be d:!.-advantagoou., to the City as well as to the company.

ed. aoove, the going value of a publ...c u‘c :Llity

'1., mucn le ' 2stie and perhaps more stable ’n‘:’x. ..:I.n itv lim ation...

' me.n thw o2 e. private ou.,i.ne.,.,. Tae 'oriva.te conce.m .ake.. on. 1o

\puolic *'e.,ponsib.a.li‘.:y, but by means of itc "ra:r:e..., Ve*vice and publio

.-*olaticn.. devo...op.., a going value (a..idc ‘Tom & good "rill) '.':holly by

N iu.. o".n. er...or'::s and upoz muc % nay trade v'i"'hout lim.it-..:cion.. 'f'he

il.uc:r as u:ne..» an obl :I.gation. to serve 'vhich 1% cennot e..cape ’ ercop.

by con-ent of bovernmen tal authority, ...nd. acq_uire... tho rie;n., to conF :

l-'r

| uinue 'v:I. he cortain protection. 1%, in et:eo onter.., 1nu6 & con—-

.,,s-~4

«"*'ac.. wi‘th +he nublic, ‘t:he re"ul of which i to allot <6 omo extont

v

v

n.e va.lue or going conce::n as 'vell as good. will between *he con«-

"*ac g par*ie.,. . "":za method, ot a..rivine; at goin@; concerr. ,.o* &

- p :‘..vaue “business, «herefore, cennot ve applied :I.n rull to "a. ;gu.blic

, util ty.‘ ,

.z. moqtan..ial goinb value ad..ere To ..hi..» proper'ty, now=

| . ever,and voiz element oz value vill oc con.,id.erecl in +he .final '1gu:::e

of ju. - compen..,ation.

K I *ecomcnd, alter con..ic-.o..:me; e.ll Ao cvidence 'c t the
COmi zion f4nd az a fact that the Just conpen,ation, not .‘mc...ud.in@
severance demeges, v'aich “he vity should pay to the c:ompany for ‘ahc -

la.n&, proper'cy aeé "u.gh... a2z doscribed in E::hibits‘ "A” %o "E", in-

+
]

clu.,ive, attached to the epplics tion, :an;.uding goinc concer" md

- t:-a.mhise ri g,a...,,' 1c tae sum of (845, 000.

=)l




SEVERANCE DA.’VI.’-LGES.

No e..timate ox tes imony as 't:o damae;e ce.used. by ...eve*-...nce
’va.. im:roducect by ..hc comission cngineer.,. The caliromia Faxrm
Bu..eau I‘ed.ere."ion. made anpee.rance :l.n this proceeding -and p*e.,en‘cod.
tec imony re{;a..d...nc.; ..evemnce d....mae;e The City objecwed. to inter-
vention by the Bureaxx on. the e;rou.no. thet the ..,tatu‘te p*ovided.‘ ‘chat
”evidence may be pre*en‘oed by the politica.l .;ubdiviuion, by oach -
" omer o* oladmant named in the petition and by the comia::-ion.”'“
1 tal:c 11: howevcr, 't:h.o.t this does’ not prob.ibit the COmmission Srom.
, “eceiving 1n.o'~me.'t:ion r*om any .;oz::.'ce available, nor does: it p'ﬂo-

\re
‘s ;'} .o

aidvit intervention by ...ny P&'vy des:.r_ng uO .,ho'v b.imel:t a.“.ec'ted.
H.-'A.he meuhod rollo..ed by the wi’cne of 'che Bu:'eau was uimilar ..o
: .,ha* fol.a.o'red. by the company in u.r-ivmg at compen.,ation and uhe
'_f'oro the reﬂ:.lt., or hi.., .,..mate... vill not be con..ﬂ.de:rcd .‘L::. thi.,
"‘proceed.ine;. | ) ' |
| me i‘oy al.,o toox t e 60., tion ‘that the oon:mmers' ‘right...
_"rep:-c.,ented. vy the Bure au could not be as erted 1n e condemxié‘c’foa
. aotion but ohould be ursed in p*ocecding,.. for tho.t purpo.,e p%vided.
,ro m 'che 131.1‘.:61.5.(: Utilitie., Lot. “Ii't:h this J.a:t:ter po .;t.x.on o2 the
:r I e ‘£n tockfeal’ ag:reement. " e
| The COmpanj o:r.'rered no evidence &5 to- da.mge e’ to
'temﬁbra:ily 1ale 3ene.~: 1on and transmi ssd.on ..,ygtem o* damaee ":'om
‘,omer :I.ntangible cau..,es.- I" did meke & howing as o thc ‘cosh or re-
con..‘t:*uc‘c.’x.on necewa::y to tie the ...y...‘com together: a:c"t:e.. the tmd.n._,,
Whic-h:ﬂ? ‘.:fmate a.mounted. o -.als 800. ' ..hi.., vra.... accep'ted by 't}w City.
B The ci £y, through its-witnes se..,, ...dmit'ced. “thet .,everance |
v:ould. lea.ve t e l:!.ne... of +the company m ".:he distric»t at? eoted vith -
"less load and the*e:ore less uveml uO 'che COmpany until tb.e lcr.d
'unon such linee recovcred. the amoun" tnat v'e... lo.,... Ihoy ‘mainteined,
"ho'vever, ..r.e.t ’che 1ling or th.o a.ppl.s.cation. b.ad. pu‘c the co mpany on

notice e'c> that they will have had. ample .,ime vo adjuot *.:hem.elve o--.

- v .

'“the coming condition., berorc vb.e ta.kin@ und the:-o ore rccovery or ...n
‘ .T S- . . , v .
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equal load being _-possm.e no severance dmged would be o‘.pﬂiéébie .
when nm taking was consummated. We ‘ere unable o see tho reason-

ablonesa of. this contontion. I the lines or the Compana' carry botb."

- ‘the acquired load and the load to e taken up to thr 'cime o:‘ the

taking, 11: would seem mpos ivle rrom & practical a‘candpoint to ‘thea
sever with.out somoe errect on. the reminine; systom. It is"app&ent

however, tb.e.t 1n 'chi... cease thoe e rect will ve compara'cively 1...ght in
view or the, condi ‘cions end a:mount of the remining P operty. |

In ‘arriving et severance damage to the property not taken

in addition to.- the cost of mending the physical severe.nco, po.*ticu-

la.r consideration iz given to c¢ost or money, depu:ecie.tion and min—

-\tenance on the percentage of the generating and transmission systemf

ble. o e

: which is rendered 'cempora.rily and pemanen‘cly 1dle and the dimd.nu- -

tion in 1n1:r1nsic va.lue or the en‘cira property not taken, whicb.

-resu:l.ts m :I.ts bcing made le.,s prori‘tablo and thererore less valua..

"’»

. A
S e

A.s 1ntim1:ed above, because o tho location and compara—

, tive amount of and genere.l condi'cions under which this property

»

is 'caken, the ueverance d.ama.ge is ligh'c and very dirﬂcult to

7

‘

ascertain.‘ It is, b.owever, some d.eterminable a.mount a.nd in excess: C
\l.'-‘ T

ot the mere cost ol physiced. rcmir necessary to rohabilita‘:e '-':,

the remaining property.. ) e e . .

pe recommend 4n the ligh‘c of’ all ’che evi.dence, that the
'Comission ?ind as 8 ':ac'c that the to.al just compensa.tiomto be

"paid by 'cb.e 61'cy to the Cmnpa.ny as severance damage., to tb.o re-' A

mining lands, pmperty and rign.ts or “the Cozzmany arter the tak.tne

. or the lam.d property and rig.hto defc i'bed. 1n Exhib:.ts ".A." 1:0 "ﬁ, ,

inclusive, attached 1:c> the applica'cion, is. the sum»o: 42'.20 000.
o ) .o . ; - .." ".;.ﬁ‘-:

. : . . o " A ‘ 2 : lp
- ~ A ‘._‘r-t'

'I.‘he City of I.os A.nsoles,: e municipal corpo*a‘cion, a.nd. the

Boa.rd of Public Service Commiszioners or the City o Los Angelos 3 '-'—'4‘"‘

h.aving *‘ned with ‘che Bailroad comnission on the second day or March
-16- e *“”"?."

A ,‘



“1925 a petition ac ‘above entitlcd, and the COmmission having prc-.

ceeded in accordance with the provisions of scction 47-b or the B
fi?ublic Utilities Act to fix and determine the Ju.t compcnsation to
{ibe pcid vy thc City of Los Angeles and the Board ot Public Scrvice
3 Commissioncrs o “the City of Los Angelcc to. thc Southern Cclito'nia |
‘Edtson COmpany ‘br the taking of the land, property and righ:s'dc--‘
:vcribcd in- E:hibits ﬂk” to  "H," inclusivc, attachcd tc thc applicar

-tion hcrein, attachcd hcrctc, public hcarineu having becn held thc.3

macter hcv'ns becn »uhmitted and. bricrc rilcd thcreon, and thc Rail-»
'rccd Ccmmissicn veing now‘fully appriscd 1n’ thc matter, makcs thcifw

~ following: finding Lo ', S e

SR 1.7.TE 1c‘hcrcby round as o fact thax thc jnstvccmpensa-
tion to be paid by the City oX Los Anacles and the Board or Public )
_\Scrvice COmmissicners of the c1ty of Los Angcles 10 thc Southcrn 3c‘
' Cclirc‘nia Edison Company ro* the. land propcrty cnd righm, des- |
cribcd 1n.Exh‘b1ts "L” to 'E " 1ncluc£vc attached to the e,z_a:prli.c:..e:e--‘~
tion; not 1nclud1ng *evcrance dcmagcs, 13 thc ﬂnm oﬁ V845 OO0.00. “
| hjp | 2 Te- is ‘hereby found as a ract that thc just compcnsa-‘ s
| tion ‘o be paid by the "City of Los Angclcu and’ thc Bocrd or'°ub11c
| Scrvicc Comm_ssioncrs or the" City of Los Angelea tc thc ucuthorn
'Calircrnic Edison Ccmpcny as «cverance dcmages to thc remcining.land
property and righx* of said. COmpany attex thc taking ot‘taw lcnd,
 property and rishtg described: in Exhibit "A" to "2, - inclusive, |
,cttuchcd to the aPplication, 1s the sum or yZ0,000.00.’ 7 ij?f?‘

e 3., It 1s he:-eby found es & ‘fact that the: to'cc.’l. Jus?r eom-

| ",pcnsation %o be pald by the City of Los 4ageles end ‘the Board’ or

o Public Scrvicc COmm* Icnera to the ucuthcrn Caliro*nia cdison Comr

panf ror the tcking ‘ot thc land, procerty and rights dcscrtbcd 1n .
-Bxhibi* "Aﬂ~to E," inclu 1ve, axtcchcd tc thc cnplicaticn 13 thc
sum of §865,000. 0. - ) SN

.The Ioregoing cpinion cnd *indings are hcrcby approvod ’

» -lé—ff;~




and o*dered. Liled as tae opinion and fmding.. ol the Railroa.d

Com..ss:.on or the state of. C...li*‘omia.

Da‘ted 2t San Franci SCO, CJii’om.;.a, this ZJ d.ay o.y

i

/,ommi 30-«101101'9." 3




