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BEFORE THE RU"".wR0.t.D CO!!!CSSION OF TS:E STATE OF C.Al.IFORNIA.. 

In the Matter o! the Application of 
the CITY AND COUNTY OF SAN F?J,.NC!SCO, 
a munic1pal corporation, that the Rail-
road Co~ssion ot the State of Ce11-
tornie. fix and determ1ne the just com-
pensation to be paid by said City and 
County tor" certain parts and portions 
or the electric generating, transmission 
and distribution properties ot the GB~J~T 
WESTERN POWER COM?A!-lY OF CA!.!:FORNlb., a 
cOr:Porat10n. 
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) ~pplice.tion No. 9767. 
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J. J. O'Toole, City Attorney, and John J. Dailey, 
Special Couusel, tor City and county ~t San 
Francisco. 

Chaffee E. EAll, Guy C. Earl and Pillsbury,. 
Madison &; sutro, by Altred sutro, tor Gl"~e..t 
Western Power Company or California, and 
special appearance tor Bankers Trust Company, 
Alvin 71. Krech, The Eo ... '1i table TrUst Company 
of New York, '!'he Anglo-Cali fornia Trust 
co~pany end Uercant1le Trust Co~any 01: 
Cali to=:li a • 

J. J. Deuel, L. S. Wing and Edson Abel, tor 
California F~~ BUreau Federation. 

SEAVEY AND DECOTO, COUMISSI01~: 

OPINION 
-~---------

Th1s is a proceeding under Section 47(b) or the Public 

Utilities Act in which the City and County ot San Francisco (8. 

munieipel eoxporat10n), hereina!te~ re!erred to as the City, asks 

the Railroad Commission to !ix end determine the just compensation 

to be paid by the City and County 0: San Francisco to the Great 

Western Power Company ot Cal1to~nia, hereinafter reterred to 'as the 

Company, for the taking of certa1~ land and property ot the Great 

Western Power Conpany of California. SUch land and property are 

described in Exhibit ft~n of the original petition t1led February 11, 
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1924, ~ended as shown in "Application to Amend Petit1on" t1led 

October 20, 1925, and made a part thereot, and cons1st 01' all 

properties of the, Company 1n San Francisco used 1n 1ts electric . 

business, including property acquired by the Compsny !rom the 

Universal ~lectr1c and Gas Company, except certa1n smnll comb1nation 

steam heat and steam electr1c se~erating plants and electr1c sub-

stations and the submarine cables between san Francisco and Oakland. 

~e have betore us in this record two distinct theories ot 

arriv1ng at just compensation. It i,s necessary first to dec1de . 
which ot these theories shall be followed. 

The Company bases its clai~ 01' just co~pensation pricarily 

upon the theory enunciated by its witness, Dr. ~. T. Radl~y, 'although 

it presented two alternat1ve structures which will rece1ve attention 
, , 

later in this opin10n. Dr. Ee.d.ley ma1ntained that, ,the value 01' e. 

public ut1l1ty business should be me~sured by the 1nco~e which it 
. . . 

produces; that where the ·whol.e ~)roperty is taken just compensation 

will be the permanent reeovery:ot the total loss of prospect1ve net 

earnings, and that where a por;t10n 01' the property is taken just com-

pensation is the pe~ent recovery or the prospective impa.1~ent 01' 

inco~e of the whole. investment. 
In applying this theory the Company used two methods. One 

method cons1sted of ~1ng e~timates ot loss .ot net revenue for a 

nUIllber ot years. in the 1'Ut'l.lre J the .net revenue tor ea.,ell year, atter 

being corrected tor the additional investments necessery to conduct 

the· business., being reduced to 1 ts present. va.lue by the use· ot present 

worth tables based upon 6 percent interest. . Under. the other method 

the, est1me. ted net reven!le or' the property during', the f1rst year atter 

the date or value.t1oD. was capitalized ,at, 6.26 perceXlt,wh1~h .. was shown 

to be the .average y1eld of money inv6.3ted in electri·c. public ut1:11ty 

secur1 ties with the same invest::lent clJ,e.racteristio.s as those of thi·s 
Company and classified in the 5,8.lte ,p:ropo:rt1on .as 'like seeuri ti·es in 
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its capital s~ructure. This last ~ethod was suppleme~ted by cal-

eulations showing the sum necessary under the theory to be invested 

in the Company's own securities. The COtlPe.ny showed the amom:.ts 

necessary as of January 1 and February 11, 1924, and also 11' sever-

ance were to take p~ce in subse~uent years. The following is a 

summery 01', the Company's c1e.1l:S U!lc;,e:- the above theo:-y: 

Pl"esent worth of: tuture e.n!lual losses 01' net 
revenue corrected ro:- a~d1tio~al 1nvest-
:me!lt - Severance as 01' Je.:l.. 1~' 1924, ••••••• $33,051,000; 

Same as above - Severance as ot J~. 1, 1925, 

Same as above - Severance as 01' Jan. 1, 1928, 
••• 

• •• 

Z4,890~OOO. 

37,171,.000 • 

Capitalization of first year's loss'or net 
revenue et 6.26%, Severance on Februery 
11, 1924, •••••••••••••••••••••••••••••••••• 3O,900,000~ 

Same as above - Severance late in 1926,' •• ~ •• :... 35;143,566. 

Same tlS above - except assUIlling 1nvest:r:.ent in 
Great Western Power Co. Securities, 
Severance on ~ecruery ll, 1924, ••••••• ~ •••• '31,850,290. 

The City takes the ~os1tion that the value to be f1xed . .. . 

should be obtained by finding a figure 01' reproduction cost ~ew 

le~s ,de~reciation, to wl'lich should. be added going value and.·severance 

d8l'll.ages. ,The results obtained. 'by the City in using its :method are 
'I 

as tollows: 
Re~roduct1on Cost New - Great Western syst~J •• $7.552,474. 
Deduct Straight Line Deprec1ation, ••••••••••••• 2,500,690. 

Reproduction Cost New - Lezs DepreCiation, ••••• $5,051,784. 
MCney expended on A's ~ E's prior to 2/11/24,... 63,902. 

Total~ 

Add Going Concern Value, •••••••••••••••••••••• 

$5,115,,686. 

530,000. 

A.dd Severance Damage, •••••••••••• ,.... .......... 2,766,465. 

Add div1ded :portion of U.E. & G.,Co., ••••••••• 666,620. 
'Uoney e~ended on A's & B's prior to 2/ll/24, • 466 • 
. Add r~1n1n6 portion ot U. E. & G. Co. Syst~, 671,259. 

J'tlst Compensation, ~,,750,496. 
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The following deductions were made to the above 
figure tor JUst Compensation 7 in the City's briet: 

Miscellaneous Service Eauipment: 
Grea~ Western System, 
Universal S~stem, 

-Total, 

A's & E's prior to Feb. 11, 1924: 
Great Western System, 
universal Syst~, 

, Total, 

Use ot 2 year pricing ~riod: 
Great Western System, 
Universal' System, 

TotaJ., , . 

$1~7,655. 
44,888. 

$ '53,902. 
466. 

$163,529. 
33,519.' 

" , Total Deductions, ........••••...........• 

$182,543. 

$ 64,368. 

$1'97 ,048'. 

Total .T1lst Compensation" ••••••••• ~....... $9,306,537. 
to " ••••••••• , ...... 

The wide divergence ot the results obtained ind1cates that 
, • •• •• I • • 

one or both ot the~e theories ere se~iously at tault. The income 

theory advocated by the Company has heretofore been rejected in pro-
I ...... '" ... " • •. I • 

ceedings betore this Commission. The general objections to it have 

been stated in other opinions and findings. As a measure ot value 
. . 

, 1t 1s cons1dered too unstable. It is based upon constants which 

are in tact variables. It assumes tor the i:o.deti:c.ite 'tuture'that 

th1s COmmission will not'change the rate of return; that the net 
~turn, the losses and the risks incurred will remain the same; tba t 

there will be a detinite future prog.~ ot building'with ~epreciation 
.' •• • 4 ... ". _ .. 

charges and prices re:me.in1ng the same; that tuture cost ot financing 

will tollow the prese:o.t; that there will be a certain tuttlre popula-

tion; that no torm or mode ot heat, light or power will transplant, 

modify or compete ditferently w1th·the'present-eleetrie ~ervice; 

that certain estimated but unknown·revenues·~d·operat1ng and'~n

tenance expenses will, accrue;· a:ld that lIlany' other' indeterminable 

things will come to be realities. \ 

Surely the Compe.ny goes rex 3.tield and eastsdoubt on 1 ts . . . 
" 3incerity when, as is done in the ~!r$t of these methods, it aSks 

this Commission to tind just compellsation on the basis ot income 

ee.:rned trom propertj", the investments in which it estimates it might 
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me.ke 1n the, ru tUl"e. We deem it our duty to f1x just ,c¢mpensation 

. 
In the second method, particularly, the witnesses tor the 

Company indicate that they'ignore as such the val~e of the tangible 

and intangible proper~y taken and damage to the property not taken •. 

ud aft,er arriving at an assumed net loss of income, which under 

var10us ~ssumptions 1~ to be projected as a pe~petUa1 capital loss, 

the actual application ,ot the Company's theory is by means 01: a.
1 
pur~ly 

mathe:c:.at1cal tormula which dete~n~:s the answer, wi t~op.t the exerc1~e 
ot judgment. . .. ' ......... .. 

This CoInIlliss1on in the insta.nt proceec.ing, as ill previous 
, ' ones, is convinced that 1n order to act with that reason which the 

law tmposes, 1t must retuse to give any material we1ght to the co~

clusions developed. under this theory advanced by the companY~ The 

tacts and tigures developed in this record regarding this property 

trom'the standpoint ot income will be tully' considered, together w1th 
, " 

other factors that tor.m a bas1s for determining value. Therefore, 

the process ot arriving at a figure of just co~pensat1on tor 'the' 

property 1nvolved will proceed in a ge:::;eral way c.long the'lines indi-

cated 'bY the C1ty, tak1~g into cons~~erat1on the other ractors tending 

to establish va.lue ane. as hereto~ore adoptee.. by the Com::l1ssion in 

other s1:dlar proceedings. The :matter of considering just compensa-

tion will'be handled in detail under two main headings, "Property to 
, ' 

be Taken" and. "Severance DeJr.e.ges 1 n the law :::-equ1ring that these two 

items be set up separately • 
. ' 

J?RO?ERTY TO BE TJ..KEN 

The detailed. inve!lt~ry qf the property to be taken as ot 

Feoruary 11., 1924 was ma~e in the 1'1e1d, by engineers 01' the Commission 

and ohecke~ by the engl~eers o~ the,Company and C1ty. 
, :' 1"41.s inventory 

e.nd 1te:l1~at~onof the ;phys1eal,structural e.:ld real properties as 

presented in the reco~d ,wa.s'acce:9tec. oy·QJ.l :parties. 
-5.- ... 



In collabOration with thc'eng1neers or the City a:d the 

Company,' the" Cod ss10n engineers e..""':"1 vee. at:' certa1:l. un1 t J;lr1ces 

based upon a time average of ~terial prices and wages prevail1ng 
""-.' , 

during the estimated periOd of three ~d one-halt years, ending on . " 

February ll, 19'24, which Unit price3 were' appli'ed to the invent'ory 

in the process or a:riving at the reproduction' cost new ~~ the' 

property~ , 'The's6 uni't prices, 'while not wholly agreed ,to during the 
",. , '. i hearing by the Company, seem to have' been :1ne.llYaccepted by both ' 

, ' 

it ~nd the city in the briers. In a c..cl 1 t lon to ,thi s, ot,her pri ce 

studies were likewise made cove:-1ng periods ot tive, tour; three, two , 

and one yefJi:s, e:c:d1ng on the sem.e date ""and' ei~o e. 51>ot price as 01' 

February ,11, 1924, to wh1ch"p::.-ices. :6.o'''di'se.greelilent seems to have ~n 
" 

recorded. 

• • • • '" I 

P'RICINGPERIOD: 
, , 

'l'he C1 ty, while .agree ing to t he 'inventory e.moun ts a~: to 
•• , • ~ , • 01 

the prices tor the periods, does not e.l~ee toot th~ ,pricing period 
, " 

o~ three and one-halt years is the proper oneto'be'used'in this . :. 

pr~eed1ng. The, Ci,ty contends that ~he three· and 'one-~ll' yet:' 

':period was selected o.rb1tra.....-j,ly as approx1:DatelY the. per1od~ot"con-' , 
struetion'assUmed;by the Co~ss10~ e~gi~eers; that'it extends too 

, ' , 

tar back into' th~' periOd' o"t higc. prices';'that p,rices projected 
. ' ' 

severai yearssubsec:.ue:::t~' to the ti::ie o"t the. e.pp11eat10n would' be mo:-e' 
, ' 

ap:pl~cabie;' a.:;,d that the two year priCil.lS periOd: would mOre nearly' 

rep:-esent a proper level of 'prices. 'The'c~ty does :::tot take any' 
.. • j • \I. 

exception to the const=uction period as~ed by Comm1ss~on engineers. 

The pricing period must of neoes.si ty cont'orm .,reasonably to the con-

struct10n period,. 
City, to re:present ,apro,Per level projected into'the'tuture. This 

• . ' , • • ~, .... ,.. " .. " '"' t' ,j'."'" 

is v..ery,doubt1"ul~ however,. as the tw~ yec.r,:per10d is the lowest,sag , 
, . • ~ • • "\' t ' •• , • . ~ 

in. the. period of', prices tabule.ted" the one. year per,iod recovering to 
l' ) _., .", ~ '. .." • , 

within one per',cent of the three ,and 'C?ne-:halt .yee:r ;prices, and the 
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one day pe:-1od as ot Fe'b::ua:-y, ll~ 1924:::la1n~e.1n1neaI>:p:roX1::nate:l:-7 

that same level.' But 1:0. ~ even.t", the' ':projection or ·prices into 

the cit~,e:,. in our o:pinio~, ce.!l:lotbe cons~dered,. because ,the cost 

is to 'be'estimatedas ot. Fe'brue:y ll, 1924, ,upon which date the 
... ".. '. + • 

pro;per:ty is to ·be completed e.nd taken. " Pr1oes'subseouent to that . . ".. , ;;. 

~ 

de.te, cannot enter ~nto the determination ot this.proceeding. We 

b~lieye ,the three 'a.:l~one-hait Y<'je:J:. pe::-1'od used' by the Commiss1on::-' 

eng;tner:rs retlect's e: truer condition ot prices. . . , 

The ."Company, while agreeing 'to the appraisal plaoed upon 
land.s and ri'g'hts' ot way by the Co:::::uss1on ·;tatt as to, :c.ar,ket value' 

. '\. ..-. 
on February 11, 1924, clai!:lS that 1:l add.ition to' tb.1a certain 'est1:'" 

mated co·s.ts should be e.llowed, cons1st1:lg generally ot surveys, 

pre11~nary plans, real estate agents' COmmission, title insurance, 
. , . 

expense'otland department, portion ot general supervision expense 
. . . 

and interest and taxes' during construction.' ~ to those several 

i'te:asconstitut1ng what may be"ter.=led c~st ot· e.co..u1s1t1on we are 

c'~n~1ncied such small aIllOunt. as . could be ~le.1med, necess~ is amply 
.. , • I t f 

. covered by'the liberal' allowance which is ::lade herein tor organ1ze.-
, " ". . , 

." • .. I • 

t1'on*'expe:o.ses and 'other general overheads. lls~ as ,to interest and 
, ., 

taxes du~ing constrUction we are ~~bleto -agree with theCo~p~~ 
We are here striv1~ tor e. C0ln3>0si te -t1s-o,re 't'obe . used. as e. m~asure 

ot value. It th1's :property as 'a whole were, in e. co=~C1e.l sense, 
11 ~. • .. ' 

market~ble~ we would by "exPert test~ny arr1~e at market'va~ue '~1th-
'. ' .'." of' '. 

out regard to "these many perplexing problems tbat enter 1nto repro-

du:Ct:ion' new. But as e. whole :1. t is not, in the acee~ted sense, 

marketable. I.e.nd~ a'distinct'1ve :pert, o~ th1.s· property, is r~c~gI1.£zed 
as 'marketable~' and V/h~ that =;ket" ve.lu~ is' to'und:; as 1:0. this 

• t " ',. 

instance 'b1 expert te's't1:cony a.:o.d agreement, there is nothing to be 

added to turther'1ndicate'valueof land except' it be that intangible 

value which attaches to the cO::x,PoSi:e :property' in use. Notb.1ng in 

-7-



t:b.1s record 1nc.icates 0. re:pro,duct~o:c. cost ::lew tigu:re' for la::ldbu:1lt 

'u~ by the method used tor ~truc~lres alld equ1~:ent, ~ therefore -. . '. .\. 

ma:ket value as cscerta1ned will be used • . 

PREL!MINARY ORGAJ.'tiZATION: 

The Co~pany contends that it should be allowed certain 
, . 

~rel~:c.'arY' eXl',enses such ,as teasibility su.-veys rulc' reports, p:;:-e-

l~nal"Y, eIl:sineer~ng' and legal adv1,ce, corporet: orge.nization', travel 

a.:ld other sundry pre11minary ex:pe:c.ses. It is our opinion that within 

reaso::lable 'bounds-this is a proper character of expense to be 1n-
, ' 

cluded in reproduction'cost, new. We do not t1no. th'e.t the Commission 

starr has made allowance tor this ele:o.e:c.t. 

the C'ompany has' not been seriously ques'tio:c.ed. in the reccll"cl and as 
, . 

it is'inline with'~low~ces made heretotore by this CO~lnss1on for 
. ' '. " such 'expense there' wil~' be included in the 'fine.l t1gure' 0:1:, re'pro- ' ~ 

duct10n co'~t. an item or ;;:125,000.00 to cover' orge.n1zat1cn' eip:ense ''tor 

the to'tal Great 'Weste~ and Universal properties to be te.kell tr~m:the 

COlI:.pany'~ 

" 

'EXECtlTIVE 'SUPERVISION~' 

The Company cle.i:ns 'the. t an addi t'1one.l allowanoe of' S?i' per' 

cent of direct cos'ts shoulc. be !:.e.c.e to'r what it terms "execut1v'e ,. • 

supervision."" This is ot tb:e nature ot' e:roense.'someti:c:es'called"-
, -

constrUction, management tee. We have care'fullY' consic.ered~ th1's 

matter and are or :the opinion that, e.ny a;d.dit1one.l allowance'" rox-' over-"' 

he'ads' woui6. be e. duplication' which" Call1lot be' allowed." 

. ' 

IN'TEREST DURING C01"STRUCTIO~:" 
. " .. 

"The estimates' :aade"by the Collll'll!ssion stat! and the C'ompany 

ot inter'est during construction we:e' substeJltially upon the:sa:me ',' 

inter'est 're. teand. construction :p:oeram~ " ' The ~in' d1t:Cerences ' i:o. 
, , • ') 4 ,~ ..... I '.. • • 

results' cel!l.e e.bout'1'ro:t:l the tact th.et' the Comp'e.ny assu.tled tha~ -money 
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would have to .be o::::lhand,. nne. payments :made on, material e.. longer-
, , " 

time. prior to ·its i:.c.stallation than was assUI:ledby the. Com:n1..ssion . . . 

al.l.o'W1ng interest .on intero~t. 

on. th1~1 .subJeot .~eads us to the op1n1on that the Com:pany 9 s ol.c.1:m :ts 

exagge~ated beyond that which is ~raetica1ly and reasonably necessary 
and that the.est~te ot the Co~~ssion statt.~re nearly.rerleets 

the oosts under roasonable assumptions • 

. The Comp-any est1:r::ates eo re:r>roc.uction cost ot $100,.000.00 

. and the' ColmnissioI!.enginaers <present an amo~tot. $14., 783.00 tor. 
. . 

·general ot1'1ce reoords and equipment •.. The Company dismisses this 

.matterw:1.th ... the statement t~e.t it is u:l1mportant,. inasmuch. ,as e. new 

,1nvent<;)ry,.ot this eq,uipment will have to be made, when. the l?J:Op~ty 

'is '.~i:ne:l1Y tre.nsterre<! •. '. That is probably. true 'but it is. importe.:a.t. 

·t.b.a't. a1'igw:-c ·be e.rriveo. e.t as .01' .February 11, .1~24. .ifter e. study 

of: the -matter we are 01' the opinion . that a reasonable 1'igure '~o 

cover this 1 tom tully is the sum ot ~30 ,000.00, which amount ,rl.ll be 

. :n.s.ed in the. to.t.al .sum. 

. . ' j " '. 

. CONSTRUCTION 't70lU{· IN PROGRE'~~:· . 

" "" ile are or the Op1n1011 the. t to t"c.lly .pro.te#c-t", the ... r:Lg.'lt~, and 
.. , • I ' 

. interests otthe Company the ~ou:t. ot. const~ction work in ~rogress 
. . 

as . ot :Fe-brue.ry 11, 1924 should be included in. the .. tigure. ot. r.epro-. 

duction cost· ne'i/\" and reflected· there~y. in "the.' tigure ot just eompensa-

t10n as of that date • The record discloses that tor the Great 

. ":Xestern .propert·1 ,t.ha.t.tigure is 1i6:3,902.00 and tor the Company's 

portion ot·the· ~n1ve~sal proper~i~s ~6&-OO~ 

MISCEI.T.A i\'1"£OUS SZRVICE EQ,UIPME1""t: 

.,A ne"Jl' inventory. ~ mscellaneous. ser,v:ice. ,eqUipment., whiCh. 
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the Company cJ.aims as part of 1 t:: property to be taken, was not 

attem~ted in deta1l because of the time and expense necessary. O~y , 
a part1al spot-check was made by Co:m::.1ss1on engineers. .A:D. agreement 

• 
among parties was had regarding this p~operty ot the Great Western 
and ~versal Companies which ~esulted, in estab11shing repro~uction 

cost new at ~24l,100.00 eJ:.d e. depreciated value of' $l52,500.00, which 

amount is included 1n the Co~ssion engineers' tigures tor the . 
Company's portion. There was no agreement, however, that this 

property should be included as property owned by the Company and to 

-be taken and paid for by the City. Cut ot the sOl:lewhat uncertain 
~ 

end confli'ct1ng test1mony on th1s subject we gathe: wbe.t appear to be , 
the following controlling tacts: . 

The property in ~uestio~ 1s that eqUipment between the 

property line end the meters inside the premises or the owner. . The 

total was arriyed at by taking trom the Comp~'s records the amount , 
ot work ot this character from ti~ to time installed under work l ' 

orders. It was a~tted that these work orders may have 1ncluded 

other than the particular property sought. There was nothing to . . 
deter=dne whet acount may have been who~y r~oved, substituted, , 
cap~ured by competing companies, or lett in permanent disuse. It 

was fairly well established that much ot this work was put in by the 

Company as an inducement to get business, and under urge or cOI:ll'eti-
, . ' 

tion. The record also indicates the:: ordinarily the equi:p:ment in 

question is installed by the owner or the premises and would not be 
4 ..,' • 

included in estim.e.ting construction costs.. ,we .e:r~, convinced under 
the record before us that 1t would be erroneous to include the 

I ' , 

amount set u~, or any ~unt, !or this class of ~roperty in the 
• 'l" . ' 

figures for reproduction cO,st ner;, but that consideration should be 
• .. ! 

given it as one of the ele~ents of goi~ concern value. 
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UNIV:ERSAL ElECTRIC AND GAS ?RO?ERT!ES: 

~ior to the beeinning of these procced1ng~.the syst~ 

ot the U'?-iversal, Electric and Ge.s Company in, Sc.n Francisco was taken 

~v~r ~d,operatedby the Company t~ough ~sreement with the Facit1c 

cas and Electric Com:t' any , which latter Company subsequently, on 
of " ~ , 

O~tober ~8, 1924).beo~e the legal oroner ot one-halt ot the d1stri-

bution properties, exclusive of substation properties. On December 

9,,1927,' as shown by this record, the City and,the, two comp~ies . .' . . .' 
entered into stipulation und.er which the interest ot the Pacific 
". . ' . ' 

Company in the ~1vers~l,propert1es was to be excluded from th~ 
elDOunt o,t: the appraisal under the inste.nt Applicittt10n No. 9767 end 

included 1n.~he a,pra~sal under Application No •. 9;68. "There ,w1ll 

be,con~1dere~ in the totals,1~ this proceeding, therefore~there~ 
" '" "" . , ' 

ma1nder ot t~e Universal properties atter ded.ucting the interest 
.' .. ' .,... • • • • , 'I 

ot: the, Pacific comp~y~ and adding the proper proportio~ or the con-
" ' 

struction work in progress • . ' .. , . . 

Th.e find1n,g ot just compensatioIl: herea~ter recomI:le;tl9-ed in-

o~u~es $728,8~O.OO tor the undivided ~ortion ot the rrOF~~tr t~~Yr~J 

, . 
DEPRECr; .. TIQN: 

In the mo:ttor or" C!..o:p:-ee1tl,t1on t,he C1 ty . conte~s 1:or the 

e.~:plioation ot the st:-aisht line methed. atter e..--j-iving at est1me.ted 
. I II . ...... .' ~ . 

probable usefUl lives. . . The Comcission engineers have ,depreciated. , . " ,~. 

on the ~se ~nd l1re baSiS, sett~ng ~~ t~c =esults by bot~ th~ s1~ing 
.. , .' . , ' 

fund. and straight 11::1e methods but :n.e.intai:nng the. t the s1llk1ng 'fUnd 
••• '''. ... ., ..... ... ..' • • • .,~. .. It • 

basis is the better ind.1oatio:c. 0-: value., -The Qompany.". wit"h, certain 
.. :~ ... <I'~ ... , ' • .... " ...,~ I·· ... 

exee?t1ons, accepted the resul~s ,ot the.si,:lk~. 1'und, bc.,s1s as estao-
• -t.. ... , 

. ,lished by the CO:cmUssion e:c.gillee:-s. 
'In the following table a:-e shown the oharacter and extent 

or the property with the results obtai~ed by the di~erent parties: 
,-11-



. • . : c. R, ,>~. ,';".,'.-:.,. : .. \:.~~.' ... z' ~o 
: : Repro~1l ,. "._ •••• - .... • ... ·~,. .......... ,".-. ..... ~_ ............ w .... " .... 

- • .,. ",I~ • .... ~~~,;;':':':~''';~~~---~",-
: c. R. C. Aeeount : Cost 
=~~==-~=~===------......... .-.;.~ .. , ...... ,-.-., .. ~ ... , CREAr:' .~L3T!.."q.-"; POW~ COZI.?:uW. 
~. ~to@' Pcwo.r ~~'t ,I..o.x:u:.:L .. 
30~. StCOJ:l Power ?lont St:'Uctures .. 
:SO~_ :J:so1le:- ?J.a::lt EQ.u1:pm.ent,. 
307. St~ Power ::?lemt !::Q,u!p::.e:J.t, 
3ll. !::1.3C • Power Ple.nt lCq,uil'=ellt-Steo.':., 
~2. Distribution ~ .. 
~3. D13t.r1'out:1.on Struet1.:ro: .. 
~. D1~t. Su'bs.:t<ltion Equipment, 
34.e. Di3t. Poloe-, Towers & F1xtu:ros, 
34,7. :c1:st.· Overhead COnduetor".~ 
~ .. D1:st. 'mldl9rgrou:ce. CO.llcl1l1t, 
~9. D1~t. U~~erero~d Conductor: .. 
3:50. I.i!l.O ~~to=c:':::, 
~l. S~~ice:.~ 
352. ConSt:ne::'s :!ote.rs .. 
~ •. 7''!3e. D!:t. Cap1 tc.l., 
~. I:l.3t. on Co::m.u:.o::-:l Pre::ioos, 
357. St:oot Ug!: tine; E.iui;:cent, 
3e.2. CenoraJ. Ottico Equ!.JjQo::::, 
355. Otl:.or Ge::.crol ~. 
zG~ Other GcneraJ. S~""Uctu:'e3, 
3SZ. c.o:me"n1 eatio::, .sY3-tc:::. :&q,ui:;clo:::~, 

!!t.ter1o.lz end Su:p~i1o::. 
. Non~rs.t1ve Pro,or-=:r. 

TO':.aL G. 'H.P.CO. li:XCLUDD'C. ~ .. 
TO"!';'j. G;;:.P.CO. n:C!;):lJ:~G OV~. 

"JNDrJlIJE!!) '0'. ~ .u.."!) c. co. 
301.Stoc Power Pl..::::::. t. r..,,-=.c. 
30~. st~o.: Power Plant. St:"J.ctu.!'c:::, 
306. Bo1lo:- Plel:lt. ECi.u1!X=-ont~ 
307. S'te= Powo:- n= t E~'t!!:I;Ce::. t.. 
ZU. !l:.:c. Powor Pl~t ~u1p..~t~ 
SC. D1st..."'"1ktior I.a:ld" 

. ~. D1~tr!but1o:. S-:...-..:.cture:s. 
3<"'..4;. D!::t. Suboto.t1on. Equ1~e::.tp 

C.W.P. CO. PORTION OF DIVnED U.E.& G.CO. 

TO:!!AI. 'O'.E.& G. CO. ~....;:r.JI!:G Ov.z..P".~. 
TO'rtiI. U.:.:.&. Goo CO. !NC"".-J""'D:C:~G OV.::..~~. 

GP..;.."'l:O '!'O'r..U. :::a:::;ODD:G- OVE..~;~, 
Gru...'m m~ nCI.DD~G ~» 

~~.,,:: -
'20~",",.' . 
<.lOJ' 
853.·. 
1"".' 
22., 
47' , 
2~1, 

~" 
~G. 

1,1~ .. 
992,.':,·, . 
4:S0,..~, : 
020-,.': 
Z23.: ...• 
~JI'."'~: '1 

115,;':" ,. 
18.;: .. 
1 .. , .. ,. 
lt3.:J::' . 
4&.:.·.· 
4~",;" 

3O.e ~ 
8 ''', p.' 

~O~300';:' . 
7.552 • .t; 

50,( ,~ 

93,~ . 
l05.l.;,> 
165 ... ~ .... 

3 .. C .:. 
ZS1.l~ •. 

4-; 
~J>!:-' 
7:. 7 .I~ .;.~ ~ 

$l.~7,.!;.· 
1~93e.ZI 

~?~9~';(, 
$~,~.oS:: 

, .. 

. " 

,," , . ",,- .' 

··.·C·~":, cr~~ ~> 
. , ............. '-;'..1'- r . ' ..... ~-~ ... .,'---. 
,'.':::6~. (2);~" 

.• ·f.~~ ?-0 r:,:.: 
'L.'\,'?I:::t:~ 

"... .: 0, " ~ ... 
• "::"_ C ..,1 

'."';_ ~{~ ~ C J' .. I • 

• ~~~.~' « S~:. 
.~:\,-""I~( i'~':r; ..: 
.',c:? c'~~~ 
... :~\',~)6 . 
.\~~.::~;e\ 

4' ...... ";.'~ ~:-:-":I 
• __ ' .. t ... ...,·.,.... 

• .! z::. ',~, 4: .:: ;;. 
" .... ~~ I .... '\ r 

..... ' .. ~ ..... '0"4_ 
~ ........ ,"1'\ .. , .... 

, .~\, ........ :I('~ 

,,' .~,: :~c..r~· 
.. 4.~~'.:C~:; 
.~":'\ • ,~\I. 

:.. ~"V'~ ". ~ ..1.."\..' ... ~ __ 

., ' • :.:.,:; (!~ 
, ,","'''' '\ "' . . ' ...... ..;..("-

',.'. f'- ~" 
, •• ' _'''_,-~ '( \,00: ... 

.:':r:~,:c: . 

.<:~.:: .. :~! 
... •. "" !IIII,-;O . .",..., .. '..",~ 

• > "" 

.': .• ~'.;:~~~ .... *\~! 

:" • ',I" .-'0-"..'" ~~ of. ~," ....... "' .. -c-" .... 
~~."I ~,,~ III' 

, .. ~. " '( .. " ..... -. 

• !.zf...,c ~C:C'~~;' 
... ""f'fr-. ~,':" 

• ..;,.,:.. \# . .:,:...-., .. ~j.~. 



The prlnci"pal difference in tr..e above tinaJ.e:c.ounts arises 

from the application,ot the straight li~e end sinking tund methods of 

de:p=ec1at1on. It is necessa.-y t there!'or:e) to c.etel":l1ne which o·t 

these two methods should be ~dopted in this ~roceedi~. 

STRAIGliT !.Di''E vs. SINKING :FD'1"'D: 

The eontention tor the use or the straight line method in 

this record is founded pri~lly upon the following· po1nts: 

(a) That it is a si~le method; 
(0) That it represents the mean between the elements 

that tend to augment, being principally ~ime and interest, and the 

elements that tend to deplete, being principally increasing costs, . . . . .. 
qual~ty and ~uant1ty of output, and psychology ot desiring a new. 

rather than ~n old article; and 
Co} That the Interstete Com=erce Co~1ss1on.uses 1t 1n 

its valuations end under its rules tor setting aside depreciation 

reserve. 
Simplicity ot method has no virtue in this proceeding 

unless it g1ves an answer that can be d~nstrated to be within 

reason. In regard to the elements ot time and interest there is 
. . 

no diviSion ot opinion that when applied their result~are exactly 

determinable and substantial. As to the el~ments ot .increa~1ng 

costs and ~uali ty e.nd q,uanti ty of output, ,the City witness produced 

no concrete figures substantiating his claim, but to ~he contrary the. 

data presented in the record indicate that tor the ~roperty in 

question very little depletion actually took place because ot thesw 

elements. And the e!!ect that psychology has in dealing with these 

properties is more obScure then in the case ot its co~an1on el~ents. 

The ~ter~tate Commerce Com=ission has tentatively required 

depreciation reserve to be set up by utilities under its supervision 

upon the straight line basiS. It has also used the straight line 
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method in its general railroad valuations and 1n its recovery oases. 

A recovery case is a1ln1~ar 1n eUect to a rate case' where the property 

vel.ue roUnd determines :pert or the rate' base. The C.el.1torn1a R8.1~

road Commission has 1nvariably use~ the sinking"tund method 1n rat • . 
~es. But as a ma.-tter ot te.o.t, it is quite within reason, depend-

ing upon the coord1:cate methods adopted, that the use. or either 

straight line or Sinking tund'method ot depreciation 1n a rate. 0&3. 

Sb.oul.d resuJ.t 1n approXimately the seme rate level, although not the 

same property value. None or the above so-called values, however, 

ere .e.nalogOlla in use to the values to be tound 1n this proceed1:c.g. 

They are more in the nature ot "reasonable :period" values or private 

property continuously dedicated to public use. 

The properties hera in questi~ are to be condemned and 

taken trom their :private owner. 'rho consideration, so tar as the 

property to be taken is oonoerned, must be that wll10h represents 

the tull value as ot the day or taking. 'Onder the record. ,betore 

us. we believe the a.pplicat1on. ot the sinldng tund method ot deprecia-

tion to the reproduction cost new will g1 ve the better index to 'the 

value sought. The COmmission engineers e::r:em1 Ded the propert~ea 

as to phys1ceJ. condition. and made caretuJ. studies ot ages. .e.nd ,lives, 

~1ch added greatly to the weight to be g1ven the1r deter.m1nat10na. 

PRICE Stn3STITUT!ON: 

~e COmpe.n~ cle.:1:ms I the. t the CoImn:J ss1 on engineers, ,in 

arriving at reprodnct1~ cost new less depreciat~on on.certain 

e.qu1pmen.t no ~onger on the market, have acted in Violation ot the 

pr1ncip~~ ot subst1 tut10n as l.a1d down b:r the u:o.1 ted states SUJ)reme 

Court in McCardle v. Indianapolis ';later ComPBllI' 2'72. 'C' .5. 400. We 

ta1~ to see that there is here .e. situation .anal.ogous to that in 

the McCarCIJ.e case •. In that case, in arriving at the vaJ.ue. .ot the 

"ilater Company property, e. stoam. pumping plen t wu subst1 tu ted ror 
~ 
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':Ole exist:1.ng grav:1. ty water canal.. Rere, in obta1ning depreciated 

reproduotion oost new or the property, the Com:n1ssion engineers 
took the 3~e kind o~ oquipment as ~proved to date and at present 

prioes. Tllroughout this matter or reproduct:1.on the Commission 

engineers have used. the period prioes, charaoter or material and 

su:ppl1es available as or the present, and presentl.y improved. methods 

or oonstruction. T.he Company stresses the point 1n opposition to 

this price substitution that the figtll"e should point :purely to 

reproduotion cost end not to va:Lue, and yet :1. t Vigorously upholds 

the he:o.d.s of the Commission eng1neer when he testit1ed.: "The answer 
I got in the s1nking tund column is :lY' opinion as to the v.alue 

'figure." The final answer ot value we are here seeking woul.d. 

'be the SeJ:le even it we allowed the equipment to go ill as the CompellY 

oontends and then applied depreciation trom aD.. oauses. We preter 

the method or the Commission erig1~eers as being more direot and con-

s1stent in this proceeding. 

GOmG CONCERN: 

The stat~ ot the Commission presented no evidence as to 

going value. The Company set up no tigure tor total going value 

but did present tour bases ot analyzing end estimating cost to 

re.produce bus:1.n~ss, and claimed that this item was not less than 

~4,OOC,OOO.OO. The tollowing Shows a general description an~ 

ori t,ieism ot the tour methods: 
~. The roproduction new theory, which pre:supposes 

potential. load in a district being elready served but having an . 

unsupplied dsmand: 

Est1:nate 

New Business Solic1tat1on: 
F1rs~ $1,800,000. or gross at $Z.OO per ~l.OO, 
Next 700,000. or gross at ~l.OO per ~1.50, 

Engineering :E:xpense - 2% or Consumers' cost, 
Financ1al Expense - 2% or Consumers' Cost, 
Supervision, etc., 10%, 

Total Cost or Acquiring Business ••••••••••••• 
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$3,600,000. 
.1,050,000. 

160,000. 
l60,000. 
497,000. 

~5,4e;7 ,000. 



'lb.e assumptions upon which this estimate is baaed are out . 
ot line 11'1 th thoBe that should no:rmall.y be assumed, we believe, but. 

taking the ComJ;>an:y's own set-up that there is a potent18l. load 1ll a .. .. 
district being alrea~ served but haVing an UllSUppJ.1ed dem.ea.d, it 18. 

preaum.pt:a.oua to assume ,that CO:c.sw::leJ:"S deme.lldUl.g servioe 1I'ouJ.d need 

80 much mone:v spent upon them. to 1nduee them to come on 'the s:vatem, 
. . 

and tllatthere would be need ot such a large' amount to take cere or 

.ell. actueUJ necessary expense ot proou:r1ng the business. 

2. 'rhe cost ot co'nsol1dat1ng e. nUlt.ber ot s:mell unproti t-

able systems, aggregating the se:me gross l.08.d here contemplated. 

The Company estimates th~t the gross r$venue' ill 1924 wou.J.d be_ 
'"' $2,500,000.00; the net revenue $900,000.00; and that the purchUe 

, or the Universal. :property ill ~922 was on the basis or $3.56 per 

il.OO or gross revenue, and that ot the Ull1ted Light and Power 1ll 

1915 on a basis or $4.10 :per $1.00 ot gross. The Com.pany witness . 
assumed a cost or $4.00 per $1.00 or gross. 

Estimate 

Pro:perty and Gross Eevenue, $2,500 ,000. at $4.00, $10,000.000. 
stomn pl.a:c:t $1mj 1 ar to North.Beach, , : 1,300;000. 
Adjustments to Sys.tem. - 10% ot $10,000,000., 1,000,000. 

Total, ............. $12,,300,000 • 

Less. Phys1 eal Propert7 • • • • • • • • .. • • • • • • • • • • • • ..;;,. __ S;;;.&.;;,l;;;.;OO;....;...ol,~O_O_O .... _ 

'Value or Busine ss. •••••••••••••••••••••• $ 4,200,000. 

3. . ~e expense 1nou:rred in purchasing :proti table going 

utilities serving the same load. as. here eons1dered. l:Iere the 
, ... ~ .... .. 

ntness tor the Company uses the cost to the company or the ~1ty 

Eleotric Company in l.9ll ot $6.70 per $1.00 ot gross revenue and 
. , 

$17.SQ per $1.00 or net~ The tigures shown below 1n.elude a sub-
• •• , t . . . 

, . 
stant1a1 amount as :p8.j'l:lent tor the going value ot a suooesstul.' 

ente~1se. 

. .... ' .. " . 



l!!s:t1ma te 

$a,soo,ooo. gross at $Q.70 ••••••••••• $~o,700,OOO. 
900,000. ne~ at $17.50 •••••••••••. 

Leas physical property •••••••••• 8,100,000. 
i 8,600,000. 

$15,800,{)OO~ 
. 8,100,000. 
, ",700,000. 

4. The hiatorioa.J. cost o"r acquiring the San FranoiSCO 
. .. ' 

electric properties, based on the a.ctua.~ exper1ence or the company: 

Estimate 

· :Annua! Gro$$ : Coat or · COst per $1.00 · · · · · :Revenua(1923):Aoquiring · ot' Annual.. Gross · · · , 

C1 t:r Electric, $9~7,00O. $3,470,&:57. ~.7g 
Consolidated Electric .230,000. llO,452. .48' 
Un1 vorsal, , 354,000. 

Total PUrchased., $1,501,000. $3,~,l09. $239 . , 
CUrrent Ne. 

Business, 814,000. 447,473. .55 

Total •••••• $2,325,000. $4,028,582. $i.76 

The pr1neipsl teJ.laey: in the three est1mates above is t:be 

tact .~t the Comp8ny witness assumes that. the reasonable repro~e-
, . 

t10n cost or attach1:c.g the business cons1dered 1ll tb.1s proceed1llg 

shoul.d be measured by the cost 01: :profitable and unprot1table 
. . 

properties Purchased..' by the Company to ~e; its entry into S811 I 

Franoisoo and to extend 1ts operations, especially whe:r-e' such 

properties held more or less strateg10 and nUisance positions. 
The .C1ty :presented an est1!nate' or gOing value, wh1ch ill-

c~udes coat or deve~op1ng the bus1ness,'in'the amount ot $530,000. 

This was based upon the theory' or going vel.ue as advanced by Dr. 

W. F. Durand, a Witness 1:or the C1 ty. Dr. Durand derines ,goag 
. ~ • i 

value as that warth attaohed to an operating business over and 

~bove the oost ot the property and material in plaoe,the total over-

all being the market value. He lays down t.he tollOWing prem.1aea 
which torm. the ground wOrk upon. w.h1ch to arrive at an ansWer. : '!he 

rate base and the historical investment will be pract1ceJ..l.Y' ident1-

oal, whioh. means that return received and interest paid Will be 
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figured upon the samo ca~ital. amount. To the owner, therefore, 
,I I I." • . • • ,. • • • ... 

goinS v8J.ue ,,1ll be the ~p1 ta.l1zat1on 'at market rate or money 'or . . , 

the d1t'rerenoe between return c:c.d cost or money. "'rhe buyer Wi'U 

be willing to accept a somewhat lower return on his ca~1tal., but 

what this will be depends upon the attract1veness'of the enter-

prise', the over-e.l.lrate ot return. trom his investment, 'and. the 

obligat1ons, risks (including condemnat1on) and cares which mus't'be 

assumed.. The cost or attaching the bus1ness'1s inclu'ded in no 

go1ng value. And, lastl!', wh11e some or the Eiements or going , I. j #.'. 
'Value mAY be arrived at mathomat1oall.y, the finfXl. 8JlSWel"' :ts the 

" • •• ~ • I 

resUlt or the exerc1se ot judgment. 
~ J ,11 f 

, Another W1 tness ror the C1 ty, in IS. general. a.y, adopted 
t • ... 

the theory outllned above. In ern Ving at the t1gure or $530 ,000'.00-

he took into coxi..s1'derat1on tl:ie pe:st and 'possible :ruture growth or 
the 01 ty'; the rate base end at,t1 tude or this Comm1~s10n tow:ard rate 

base and rate t:1x:1ng; cost ot co::m.eot1ng up the bus1ness, whioh 
, ';' .... ~ r j ,. •• '"" 

inoludes loss ot prot1t or earning during the necessarY' t1lne to 
I ,# I I • " 

connect up the business atter oonstruct1on; possible risks ot the 
\ ~ •• '. ' I .' ~ .... ' , • 

bua1n.ess, including municipal condemnation.. and competition,· 'but no 
,,' ,. .• ,.. • •..• It. '. , I .. •••. .' 

oonsideration to llX'6sent comI>etl t1on; and the :raot that earn1llga in 
I, I Of '... I ,', .' ... 

San ~ane1soo ere gre~te~ than tor the average ot the whole s~st~ . ' . - . , ,\. ,. . . . 
One ot the checks made bY' the w1 tness to test his 8st1mAte was. to " .,. ' . ". .. '. .. 

mnlt1ply the san Francisco histor1cal rate base by the ditterence 
, • ...... • <.' t' ; ". , .. • ','_ • 

between the rate ot return eonsldered to be ~esently allowed by the 
•• " , .. ••••• ,I. .' • ' • ~ • I. -, '. ._ 

Commission, 7.6%, and the :probable cost ot money to .the COmpany, 6.2%, 
" • ..., , •. ., !"',. •. to • , 

o.a:p1tal1ze this resu:Lt at 6.~ and divide 'by three. The d1tterence 
I ..' • '.' '" .. It .. • ~.' ,.. I 

between the whole emount o'bta1:c.ed by capit&J.1ze.t1on. and the on8-
I • • f • ". .. I I.t ..... ,. • •• ;' t,··· . ' .. \ 

third. ot, su.o~ 8lU~u.nt, ~s ~la~ed: by tJ;l.6. ~ ~es~ to, be la:::g~y ~ue to . . 
the risks ot the business and the tact that oapital must be enoouraged . ~ ..~ .. '..' ... , ~ , I. H' ~ ''''. • 

in Ce..l1torn.1a.. The r1sks. include those due to po:ss1b1e :mun1oipe:L , 
... • ,.' ".... •• ",. • "" .. #" , '" • 

, ' . 
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compe~it1on and condemnation and chang1ng attitude o~ tho COmmi88ion. 
" . The COmmission has recently cons1dered. this theor.y, e.nd' 

=:thod ot, 1ts application 1n Dec~sion No. 20707., Application No. 

10862, application ot the City ot Los ~les tor valuat1o~ of cer-

tain pro:pert1es ot Southern Ce.lttornia Edison Co~a:c.y-, and what was 

sa1d ;there is applicable to the illstent proceed1llg. 

~ollows: 

We quoto e.a 

"One can to11ow to a oons1derable ext~t the 
formula tor gOing value herein laid down and tollow-
e.d. by the city, but it would seem. impossible to agree 
with all ot it and part1cularly with the extra-
ordinary ettect given to the tact that the property 
in quest10n is subject to condemnation and par&lle~-
1ng. I tail to see how. ord~1ly the l1ab1lity 
ot being condemned substant1ally attects the going 
value or a public utility. A public ut1lity is not 
usually bartered and sold as are other businesses. 
The poss1bil1ty: ot be1ng condemned tacingen ordi-, 
n~ bus1ness quite likely might seriously attect the 
property adversely, e.:L though th1s would not ~wq& 
be so. But in the ease 0: a ut1l1 ty which occupies 
a def1nite t1eld 1n a monopolistiC way, whose r1llallcing, 
1noome, rates and service are regulated, end whose 
tek1 ng must be compensated, it. would seem tha't e.ny 
possible buyer would not deprec1ate its alreadr 
restr10ted going value. The poss1b1lity or parallel~ 
1ng woul.d have a very det'1n1te errect, but even there 
we must be aware tha t usual~Y' the mun1C1pali ty is the 
only party the. t :might do thi s end that 1 t 'Would be 
di'sadve.ntageous to the ei ty as well as the company."' 

And generally rege.rCing going value we quote the tolloW'-
, 

1ng trom. the above Dec1s10n No. 20707," as eJ..so applicable to the 

1ns:t8llt :matter: 
" I I 

"As illt1mB.teCl above. the going value ot eo pub11c 
ut1llt:y is much 1'e8s elastic' and p'erha.:ps morestablo,' 
within 1ts 1i.m1tatio.ns than that of a private bus1-
·ness. ' The pr1vate concern takes on no publi0 reapon-
sib1l1ty. but by m.eans ot its waras, serv1ce and. 
public rele.:t10ns' develops a going value · (aside: trom. 
a good will) wholly by its own ettorts and upon which 
it m.a.:r trade Without limitation. The ut1l1'tr assumes 
an obligat1on to serve wh1ch it ,cannot escape, exoept 
by consent ot govermnentaJ. authority, and acquires· ,," 
the right to cont1nue With a certain proteet1~ It. 
ill 'ett:ect, enters 1:c.to a. contre-at \T1 th the public.' the 
r~t ot which 1s to allot to some extent the value , 
ot "go1.ng concern. as well as good. Vl111 between the 
contracting part1es. The methods or erri V1ng a.t 
going concern tor a private business, therefore. C8ll-
not be app11ed in tull t~ a pub11c ut1l1ty." 
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The element or value defined as "Go1llg Conoern" exists 

in this p:r:o~rty to 8. substantial amount and W111be ooQUsldered in 
the final, tigure ot just oompensation. 

Deposi tiona t'rom ~ou:r Witnesses 1ll the east a.s 'to marlcet 

value or these prOperties were taken and inoluded in this record aa 

part ot the presentation by the COmpany. 

tigures shows. the t'olloW1ng: 

Est~tes o~ Market Value 

'Woodward Add1nsell Baker Mitchell !otal Sys.tel'!l. With $74.500~o. .$605.000.000. $72,000,000. $75.000,000. Sen Freno1sco, 

total System ~ess 42.000.000. 40.000,000. 39.000,000. 50 ,000,000. Sall. Franciseo. '. .. 
" 

$32,500,000. $25,000.000. $35,000,000 • . $25,.000,000. 

'r.b.ese' Witnesses were lllAliasers in or members- or. d1tte~t 

investmen t b.a.nker t'irms. They based their est1ma.to.s. on a cer~ set-
0. ' 

up or general t'ac'ts and figures. regarding these pro:pert1es. g1 VeIl. them. 

by the Company. They had no personal. up-to-date kno'l'ledgeot the " 

propert1e$. It is pw::!'ectlY' obVious the. t neither these Witnesses' nor . " 

!IJ.'3' other expert would give a final. tiga:re ot' market valne tor 8. . . . 

purchaaer upon the in:ormation underlying the above figures. ~e 

ot' the wi tnesS8S derived a juagment tigtlre 7l1thout di,solos1ng 'any 

aubatantiaJ. be.s1s tor their judgment. !!he other Wi'tlless went into a 

11 ttle detail but in some or his ce.l.oulations ·used capitalization or 
. . ',. 

income J which r.lethod has heretotore been passed upon by the Comm:1ssio11.. 
• ,L. 

We can give very l.1ttl.o weight to the !'1gures. disclosed by these I. 

Witnesses. 

We reco:mmend, atter Qo~s1der1ng ell. the eVidenoe, that the 
'. J • . , 
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Co~ssion n~d, as a tact ,tb.at the just c.ompense:tion, not including 

S6~eranQe damages, which the C1 ty should p~ to the Company for the - , 

l,en,d and property to be 'taken under th1:5 application, inoluding 

going concern, is the sum or $8,440,000.00. 

'rho' engineers ot' the Commission. presented no est1.mate. or 

testimOny as to damage' oaused by severanee. The Calitomia FeJ:'m 

Bureau Federation presented an estimate through exhibits and testi-

mony as to severanoe dfllllege. Due to the ~act that this est1mate ot' 

the Bureau's engineer was founded upon a. basis similar to that 

, adve:D.ced ,bY. t,he Company tor "ju::t compensation. which we. have already" . 

, rejected., we deem. 1 t unneeessary to consider his resul.ts. 

The C1 ty and Company presented. est:1mB.tes or severance 

de:meges whieh ere set forth 'in the tollo\'d:ng table" both being taken. 

trom. the reoox:d end modified according to briers, as neu as oou.ld 

be aseerta1lled: 
I _. • •• . ~.. .. ,'" -/.'.- . 

"", . 



Itmn o"r Equ1pmen t 

, BaY" cables No. 1 and No.. 2, •••••••••• 

~ cable No. S: 
Section A, •••••••••••••••••••••••• 

" B, •••••••••••••••••••••••• 
n C, •••••••••••••••••••••••• 
w n, ..............••...••..•. 

Bar Cable No.4: 
section A, ••••••• " ................. . 

" B, ••••••••••••••••••••.••• 
!t. C,' ......................... . 

" 

55,120. 
76,035. 

5,6.57. 
. .4.7,Z!l1. 

2l.9,334. 
42.,088. 

,130.939. 

Tie Line - 4th Ave. to YerbaBuene: SUb., -24,698. 

Tie Line' - Golden. Gate SUb .. to'Yerbe. 
Bttena Snb.~ •.••••••••••••••••• 

Ele.ctric SUb. Equip_ at Bush, Phelan 
, , and 1h1 tney Stations:' ' 
Useless X~pment, •••••••••••••••• 

, Usable Equipment, ..... ~ ••• ' •• '. • ;. • • • • 

Electric Produot1oll Equip. at' Bush ' 
and Phelan Stations, •••••••••• 

.. , • j .' 

Lend 8.lld BuUd1ng at Bush Station, ••• 
,.,' . 

45,310. 

227,108. 
26.838. ... · , 

~74,~ • 

142,,242. 
, .. 

aydrO Production and ~cnzm1$s1on: 
. 'D1vers1ty, •••••••••••••••••••••••• 7,629,000. 

Other EXce&a Costs, ••••••••••••••• 9,591,000. 

General Adm1ni stration EXpense, •••••• 778,000. 

,$19,626,375. 

• 

47,390. 
35,781. 
4,6Sl.. 

25,964. 

2J.J.,973. 
41,057. 
88,769. 

47,89l. 

124,462. 
54:,305. 

, 62,~98 •. 

,30".310. . 
None 

1,797,104. 

None 

The CitY~8 estimates above are, on many 1tem»,mnch too loY, 

beo.ause ot the use of historic.al cost 8Il.d the stra1ght line method ot 

depreciation. The City has also ta11e~ to sutt1~iently,take 1nto 

account, aside trom purely ph1s1ca1 da:cage" other causes or demage to 

the propertY' not taken. ":lith these. oorrections made, the City'S 

tigures point neuer to pro:Per severance dama.ge than those ot the 

COmpeJlY' • 

The Company's est1mates., 1n most 1nstances, ot damage 

attaching to specifio units ot ~tl:.e system. rema:1n1ng aner severanc.e 
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were more 1nd:1.ca't1 va or 'the proper results tbAn were those o~ the 

C1ty. In other items or severance the conolusions developed by 

the Company have not been part1cularly hel~tul. In its est1mates 
or damage to hydro prod.uction and transmission the C~ 1ndulged 

in most obvious speculations, made use or cap1talization or net 

income and lossot net incoI:l.e end. ar:1ved. at Widely varying results 

by difterent metho,ds. We are unable to see. where·in ,these methods . 
give estimates wh1ch relate themselves directly to the da:age sns-

ta1ned. because o't production and. tre.nsmj ss10n pl"o..perty rend.ered 

useless end the 'diminution or value or the remain1ng property. But 

it there could be round any such relationship, the uncertain and 
highly speeulat1 ve character or the t:l.ethods renders them. unsate 

'!or use. 

The Company ill this procee.ding is enti tled to an award ot 
. , , 

severanoe d.amages tor loss sustained. throU.gh d.1m1nut1on 1n value or 

the property not taken, 1ncludi:og carry1ng costs .on property re:c-dered 

~erme.nently and temporar1ly less usetul. For the s..'U1d.ance ot the· 
Comm1ss1on in. this :proceed1:l.g in thus fixing severanoe damages 

, . 

evidence haS, 'been' introduced shoWing' loss ot property rendered 

per.manently useless, ca.~ing costs on property r~ndered permanently 

and temporar1ly less usetul, a.:ld. loss susta1::led by reason. of: manY' 

other aosts tending or purporting to e~tabllsh Q1~~utlon 1n tho 

7Ie reOO:rrmlend.,. ~ter a. thorough study of the evidenoe, that 
th.e Commission tind. as e. tact that the toteJ. just eOmllellSat1on to 'be 
paid 'by tho City to the Compeny as severe.noe dm::.~es, arter the 'taking 

of the la:c.d e.:c.d :pro~=ty described in the a.pplication, is the sum ot 

$3,3.75,000.00. 
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The 01 ty and County ot san Frc.n.c1soo. a munio1~1 cOr:PQra-

t10n., ha:V1ng t'1led with the Railroad Comm.ission on the llth des ot 

FebrUary, 1924, a petition as above entitled., , and the Comm1ssion 
, . 

havtng proceeded 1n aooo~dance With the proviSions ot' section 47(b) 

ot the Public Ut111 ties Act to :t'u and determine tho juat compensa-

tion to be paid by the City a.:ld County o"r San Francisco to .Great 
. ' 

Western Power Company ot Calitornia (a oorpore:t1on) tor the teJdng 

or the land and propel'ty desor1bed in :E:xh1b1t "Aft, attached to the 

a.ppl.ioat1on herein. and amended ax shown 1%1. "Appl1cation to .Amend 
, ' 

Peti t1on" tiled Ootober 20, 1925 attached. hereto. pu.blic hearings 

having been held, the matter haVing 'been su'bml tted. aDd br1ets riled. 
, ' 

thereon, end the Railroad Com:t11ss1on being t'ully apprised. ill the 

matter, 'makes the tollonng t1nd.1llgs: 

1. I~ IS :a:E:RE:SI FOUND .AS .A. FAt::! that the jus,t oompe:a.sa-

tion to be paid by the City end County ot San ~anc1soo to . Great 

We$tern Power Company ot Calitornia. (a cor:poration) tor the :l.al:t.d..aud 

property, desCl:'1bed in Exhibit "A", attaehed. to the application.as 

emended., not. including severance demages, is the sum 01' $8,440,.000 • . 
2. IT IS :El!!REBY FOUND .AS A. 'SJ£T thnt the just compensa-

tion to be paid by the 01 tr and. OOilnty ot San Francisco to. Great 

Western Power Compa:c.y ot CalitorD1a (a corporation) as severano.el 

~8 atter the taking ot the l~d and property desor1be~ in 

Exhibit "Aft attached to the application as amended, 1s the swn ot 
- 'Il' 
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3. r: IS EEREBY FOUt1D .;,s A roWT: that the total. just 

compensation to be paid by the City and CO'lmty ot Sen Fl'anoisco to 

Great Western Power Company ot Cal1tornia, (a oorporation) tor the 

taking ot the land and ;property described ill Exhibit "A" attached 

to the,application as amended, is the sum or $~,8~5,OOO. 

. , 

We oonour ill the foregoing op1n1on and. tlllcUngs, and 

the same are hereby approved and ordered tiled as the opinion and 

tind1ngs ot the Railroad ComI:l1ss10n ot the state ot Ca.l1torn18,. 

Datel1 at San F:ran01seo, Calitomia, this IZ¥ . 
il11?fL-· , 1929. 
7 

ot 

I Commissioners. 

. . 
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