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Decision No. 24505

BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

~000=-

In the Matter of the Petition of the

City of Visalie, a2 municipal corporation,
praying that the Commission Tix the Just
compensation to be pald by petitioner

for the water system and appurtenant
properties and rights of Visalia Water
Company, a coxporation, Califomie Water
Service Company, a corporation, =nd C. B.
Jackson, also known as Charles B. Jacksom,

)
) Application No.
)
the owners or reputed owners or clalmants )
)
)

13668

thereof.

E. I. Feemster, City Attorney, for .Applicents

McCutcheon, Olney, Mannon and Green, for
Visalia Water Company, Califorxia Water

. Service Company, C. B. Jackson (also.
known as Cherles B. Jackson), and Citizens
Trust end Savings Bank, Respondents

WEINSELL, Commissioner:
OPINION

This is a proceeding uader Section 47(d) of the
Public Utilities Act in which the City of Visallae, hereinafter
referred to as the City, asks the Rellroead Commission to fix and
determine the Jjust compensation to be paid dy the City of Visalia
to the California Tater Service Company, hereirnafter referred to
as the Compeny, fTor the teking of certain land, property and
rights of the Company, which land, property and rights are de~-
scriﬁed in Article VII of the petition filed April S5, 1927, and
consists of the water distriduting system and rights of the Com-
pany in the City of Visalis ank adjacent texrritory.
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During the hearings the Compeny raised several poinis
of law iz objection to the préceeding, waich, after consideration
by the Coumission were ruled upon adversely to te Company..

Just caupensetion Is herein to be determined upon
said lands,' ’properties and rights ax of April S, 1927. 'The City
seeks tgkhavo the Commission £ix the just compensatiori to e paid
by the City for all of the properties owned dy the Company Iin and
edjacent to The City of Visalice. There are, therefore, no
questions involvEng severance damagés and the only quesﬁon To be
determined {s the just campensation to be paild for the propexty
1:6 be taken.

We heve in the recoxd three engineering reports as o
repfoduction cost new and reproduction cost new less depreciation,
one each by the engineers of the Commission, Cif‘cy and Company.
There 1s complete agreement as €0 the physical invemtory, cxcept
for the amowat of paving cut in laying mefns end services. The
money difference reszlis frox the application of d&iffexent umit
costs lor materfiel exd labor, lsbor Indixects, material indirects,
end from the various methods of hendling paving over meius and
depreciation. A discussion of eack of the many points of 4if-
ference would make an unreasonably long opiniozn. Careful con-
sideration has been given to all exhibits Tiled, the testimony
suppoxting each, and the. briefs ffled 'by‘ councel.

The Company contends that the reyroduction cost should
inciude estimated cost of cutting and replacing all pavement now
cx:!.sting over the mains and sexrvices Irrespective of whether zcuck

pavement was or was mot actually cut and replaced at the time

of the installetion of the meins. The €Ity argues that only such

pavement as was laid prior to the Installstion of the pipe and

waich, therefore, was actually cut and replaced by the Compeny
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should be included. The Commission enmgineers introduced figures
under both theories. It is apperent that under a hypotheticel
reconstruction progrem, the cost of cutting and replacing of
pavement would be incurred; dut the Company does not owma a2ad has
20% paid for <the pavement Iin questiorn. The laying of pavement
over a main does not increase its usefulness nor add %o its

value except whem that vaelue 1s wholly measured dy & theoretical
reproduction cost. Here we are concerned primarily with the value
of %his system rather tham with a theoretical c¢ost of counstruction
under conditions that would be emcountered irn the actual recoastruc-
tic_m of the property. The thearetical cost of this pavement is

en i%em that represents neither an sctual cost to the Compary nor

an {ntrinsic value and there appeers no reasen for considering 1t

as one of the comstituent elememts of the velue of the -propesty
involved.

The Company engineers cstimateld accrued depreciation by
the inspec‘tion method. The City Eng:.ﬁeer used the straight line
method and the Comiésion's engincers presented esifmates on both
the straight line and the equal annusl cost method.

The detexmination of accrued depreciation involves, at
the best, a large amount of judgment and the solution that is
based on the widest coasideration of determinadle lacts and the
logical use of those facts clearly appears to be the most reliadle.
What has beexn termed the equal amual cost method rests upon &
study of pertinent statistics, as well as upon an Inspection of
the property and the comsideration of all avatladle information
"1n the logical way from a standpoint of making a noml vse of
the property. In this case the equal amnual cost method will

be used in determining the depreciated reproduction cost new.




The 'resnlt,.of the three studies above referred to 1z shown by
the following tadle: |

Estimates of Reproduction Cost new less Depreciation

C.R.C. CLASSIFICATION C.R.C* COMPARY

C=1 Organization

C=S lands

C=6 Buildings

C=10 TWells

C=14 Puxping Equipment
C=18 Distridution Mains
C=1l9 Reservoirs and Tanks
C=21 Services

Cm2Z Meters

C~23 Mise. Dist., Equipt.
C=24 General Equipment
Paving Cut BEistorically
Paving not ent Historically
Maps and records

NMateri als and Supplies

$2,000.
lz,m.
4,535.
4,956,
10,966,
82,123.
3,979,

' 13,95L.

2’2190
S73.
2,9877.
l’ 971.
28,766.

Sy OOO.

$2,000,
12,850.
5,329,
6,221.
12,263,
85,811.
3698,
17,506.

. &3909s

5730
2,977.
1,962.

39,609.
l’ ooo.
3,050,

Sud Total $ VT

. FL 53,@3.” ’
Cost of Attacking Business 6,961. S1,200.

TOTAL $181,827 $ 248,408.
*Me Commission®s figures are less depreciation computed on
the equal annuwel cost method, the Company's figures reflect

depreciation computed on the Ilnspection method and the City's

Tigures are less depreciation cauputed on the straight lize
method.

Commission engineers' estimate of cost of attaching the
business dased upor reproduction of the property excluding
paving laid subsement to installation of mains,

The Company engineers presenteld testimony tending to skow
the cost of attaching business under the reproduction theory and
making a going concern out of the bare physicel property. The
Compeny claimed that Bir veluve imcluding the cost of attaching
the business was not less than $221_,308. There is no doudt dut
what this property, situated as i‘t: is, i and immediately adjacent
to the City of Viselia, with & record of several years of good
earnings, has a substantial golng cancern value and this element

of value wi'll be considered in the final figure of Just coampensa-
tion.




I recommend, arfter considering all the evidence, that
the just compensation which the City should pay to the Company

for the land, property and rights descrided in the application is
the swm of $161,000.

¥ INDING

The City of Visalla, = municipal corporation, having

Tiled with the Railrosd Commfssion om April 5, 1927, a petition as
ebove entitled and the Commission having issued its order to show
cause thereon and having proceeled in accordance with the provisions
of Section 47(d) of the Pudlic Utilities iAct to Tix and determine
the just compensation to be paid by the City of Visalia to Celifornia
Weter Service Company for the taking of the land, property and rights
descrided in the said petitiom, public hearings having been held,
the metter having been subnitted and driefs filed thereon, and the
Railroad Commission being now fully apprised in the matter‘;

IT IS EEREBY FQUND AS A FACT that the Just compensation
t0 be paid by the City of Visalia to Califormia Water Service Com-
peny for the land, property and rights descridbed in the application
ﬁléd on April S, 1927, is the sum of $3.61,000. |

The foregcing opinion amd finding are hereby sproved sand
ordered filed as the opinion and finding of the Railroad Commission
of the State of Californie. | W

Deted et Sen Fremcisco, Celifornis, this _ / dey
of March, 1932.

Cormiscidners




