
Decision No. //7() 

:BEFORE 1'2 RAILROAD COra.aSS10:N' 
OF '!HE STAn; OF CAL lFO~'"IA. 

---000---

In the Uatter of }..seerta.1ning the ) 
Value of the property,of S~~, ) 
?AJJ.,Vf;:I COL!:JJl"[ OF C.AL!ro..~IA, Wi ':l:l- ) 
in the State of' Cal1fornie. ) 

c.'l.ee No. l'9Z .. 

? F. Dunne, of ~~~iaon, Dunne & ~robeck. tor 
Sierra Ra11w&y Comp~j ot Cal~ornia. 

REPORT O~ THF. C01ru!SS!O~ 

"~ .-

Xhi3 is one ,otthe so-called ra.ilroad vsJ.uation ec.aee ,- ' 
" , 

brought u~on the Comm18sion'e own initiative '!orthev·'ptU",Po3e:o't 
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a2ce~taining the !aete entering into the value o~ the pror~rty o~ 

th.e various steam r3.ilroad eorporations ir .. tile Sta.te' o!' California. 
, , 

, , , 

~heee proeee~ingz were originally i~zti~te~ uneerthe provinions 

ofSec~ion 20 o! the StetsonAet, effective February 10, 19l1.,a.n~ 

were continued under the' yrovis1ons of thePtlblic'O'tilit,i,esi_ct, 

effective UArch 23, ,1912. The ~ectiono or the !ublie Utilit1ee Act 

particularly applicable to these proeee~ing~ are Sect10ns 4' an' 

'i0, and tor the 'general ,:proce~Ul"e in ~hese value.t.ionea.eee an4 for 

a g~ne:ro.l G.eser1:ption or the v/ork ,pert'ormed by the Co::m.izsion' s 
engineering de:pa:tment th.erein reference ie hereby :na.4e to' thi~ 
!. , 

Co:ami~s1on t D opinion and fine.ings. in ,Ca.oe 'No. 206,~ being the' :atter 
, 

ot 'ascertaining the v1llue or the property ot tile Stockton ~ermil'lal. 
~ 

an~ :E'.~ternRailroa4 Compo.ny'~ ;~ 1n tha.t case, DO herea.leo, I 
.' ehall,malce' findings o! !nct ,'bearing on the q,uestion o! vtlJ.ue 'as 

zhown 'by the evid.ence .in this, caze" and. shall not. :n&ke~l.Dc:.inge' 

on the <;.ue:Jtion of tile value, of the property, irrez:pec~~ve of "the 

pl4rpozes for wnich the'v:uue i & 3.£Ice=tained, 'bt:.t sha.lllea.v,e to 

the fu.ture the u::e or these t'aets and =ueh thereo~ a.& IZl3y::bem.a.ter1al 

in s:ny. proceedingS' in whlch ~e8e t'a.ct3 :::.a.y become relevant: .a.nc:. 
tlle fact,t.hat e. find.ing is ms.ci.e on/p¢tiC'tl.1~ ma.tterisjlot to be 
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cone trued ae ex,reszingthe view of this Com=1ssion that that 

particular :atte~ ~houl~ e~te~ ~n~o a eon~i~eratlon of the valu~ 

ot the property of this railway company tor M,Y :p1J.l"t1cular :purpo.8e. 

For instance. I chsJ.l find. ill 'this ca.se thn.t it would. reasona.bly 

C02t 9. certo.in amount of money to secure the right oof wo:y tl.X'ld. real 

esto.t.e which this Company utilizes in the operation or its reed as. 
" . 

3. common carrier, Msuming that the ra.ilv/ay Wa.8 not const%'uet.e4 nQt" 

in existence an~ that all other local eo~ition&. both ~hys1ckl 

.o.nd eo:mnereia.l. are as :they r;:re~ bat in maJd.ng this £ind,1ng I shall 
''-,,_. 

not pass on the question as to whe~e= thiz ~ount shou14 be eon-

!lid.ere4. at all :i.n eubsequent eontroversies a.rfect1ng this railwa.y 
~ 

~e to rates, the issuing of 3ecurit1e~. or in other m&tt~s. I 

nhall' confine ~eelr to the fineing of facts relative to ~tre=ent 

elemente,'which have fro: time to time been cons~dercd by the eourt~, 

in ca.ses where the value 0: the property 0:' l:l. railroad eom-p:J:!ly hae 

been material. In making findings or faetG in this caae I shall 
, , 

consieer tA~ following ~tter6: 

'. 

Orga..'"liza.tion. cotl,struction anti operation. 
Stocks nn~ bonds. 
Revenuea aneo expel:3ez. 
Orisin3l cost as de,!ined. 
Reproductionval~e ~ defined. 
Present value as de'!ined. 

Before proceeding further I will ~e!ine certain 

terms whieh Will be ueed herein. 

T::'e term "Original. Eook Cost", 3.S ueed in this opinion, 

Be3.nS the tJ.t~tual expendi tu::"es •. cA$.l"geaole to capital a.ceount in 

3..ceore!ance with the clll:Jsifiea:t;l.ono'! eX!)eod,1 ttU'es 'tor road and 

equipment &$ presc::"ibe4 by the Interatate Commerce Commission tor 

steam rO,&.<45, :llD,de by the ra.ilroz..Q. company for its opera.tive property 

in the St&te o~ Califor~ia, &z or June SO, 1912. 

~Ae te~ "Re~roGnction Value", ~ usee! in this opinion, 

means the e 3ti:ma.ted c08t in ca.ah of acquiring the opera.ti ve r iSht 
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. ~ 'Way and .other re31 e3tate :-J.nQ. or reproducing in the conc.i'tion 
,. 

in Vlhi ch it· vIae a.cq,uired ~:b.e o-:her ",hysical :property 0: the rs.11-

roe..ci. compc.nyin the Sta.te of Calii"ortJia.. 1J.f!J o'! June ZO, 1912, 

to which !¢e added o"1eriJ.ead expen"i turce ~or engineering, la:w~ 

interest Arid co~~sion3, and 3i~lar i~e~s • .. 

tAewRepro~uetion Value" less the diminution in value o~ the 

phYBical el~ent3 o! the p~operty. ~~e to uze, ~e, obsolescence, 

inade~uaey ~ed o~er canoes, plu3 ~ppreci~tion where found~ ~~8 

might properly be called "Dep::-ecio.ted :aepro~uction·Va.lue", ane. 

<1ocs not :mean the til'tim.a.te fa.et of :?rcsent vsJ.ue, .0.8 tha.t t~l'mie 

or4il'l&rily UGed. • 

. In&.ccordonee ,,11 til. thi s Com:nission' S or~er da.ted Octo 'be::-

24, 1911, the Sicl'l"~ Ro.ilw.a.y Company ot: Cal1torl'lis on 'Fe-a:tu&ry l5 .. 

1912 flled an 1n'7entory of itz property in tl'le Sta.te of California, 

v3l.ue, the fi::lal. summary ehee~~ of ~Aic:b. it; a'tt.aelled to th1s opinion 

and. marked. tlExlU, 'bi ~ A". 

On h.pr11 19. 1913 t:b~i3 Co:m:U.szion· B e!lgineer1ng depart-

ment subm1 tteG. :ttl' 4et3.iled.re,port in the 3."oove ,roeeeding_ A 

eoPY' of its final fl't.umn3rY t'oheet, M presented on eaid. d.~,. is 

attached hereto·and ~ked "~b1t D·. ,. -. ~~ . 
, \ """'",,'.,: 
C::-~Aereafter, on 'M.tJ.y 6. 1913~ u.ay 17, 1913 and June ll, 

1913, hearings were hele in thiz proceeding. !he rai1w~ company 

Ws.s represented 8ll.c:. mo.clenumerOu.8 objections to- the report of this 

, Corm:U.8oion, 8 engineering d.epar'tment, po.:rtieularly with !"eferenee 

to- the depo:rtIAent' e eetimate 3.& to ;:oeprOQlction value and. pre:3ent 

v31ue. a,5 will hercina.:!'ter a!)pes: • 

. ~ (1) ORG.A!rIZATIO!i, CO:ZSTR'C'CTION A;.~ OP]:'-...ATION. 

The Sierra. EnilwB;Y Con:.~s.ny of Califo::rA-ia. was incorpora.ted 

on the 1st day ot February. 1897> for ~e ~urpose of eon8t~et1ng 

o.nd opera.t:1.ne; a et3ll<!o.rd. gue.ge rs.1lron6., 'to:: the e:rrr13.ge of 

paseengers and freight, ,from the City o! Oakdale, on the So~thern 

Pa.ei:fi e Comp.a.:ny' a lines in S'tani&1a.u8 County, Cali!orni&, in a. 
., 
',. -3-
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gener8l. eacterly and northeas'tc=ly direction -:'0 a. p01n~ in 

.. 

Ca.la.vera.s County. near the Town o~· :.Ange18. a dieta.nee ,0£ approxim3.te-
. '. 

ly 65 ~le5, wi~ the folloWing br~~ch,lines: 

l. To ~oc!e3to. StanislAUS Co'C.nty, a. distance of 18 m11ea. 

2. To Y~igAt$ Perry, Stanielau8 Coun~y, a 4intance 

or 9 :1les. 

z. To La. Grange, Stanislaus CO'(lIl~:r, a. ciist9Jlce o! 6 miles. 

4. To Coulter~ille, Mariposn County,s. distance or 25 mile8. 

A total of 59 miles of 'branch lines. 

Only a portion of the projected lineG w&S constructed. 

The line 3.S constructed. :lZld o:p.ero.te4 consists of 3. mz.1n line extend.-

ing from Oakdale 1:. St&ni::;1::~3 Cotonty tOI Tuolumne in!uolumne County .. 

With a. braneh line from J3m.e$town, Tl,;tolumne CoU%lty~ on the .m.:a±n line, 

to .Ange13~ Calavera.s County •. ""hich is mown as the ·Angel~ ::Branch·" 

a. total 4.ieta.nce or ma.1n line l'!lileage or 56.81 t.Llld So branch line 

milea.ge of 19.47. :Between Oa.kc!a.le end Tuol'tU'l'Jne on the m.un 11tle 

there~e e.98 milez o! sieling, 3l'>U= and. ind:t:.stry tr&ek, and. on the 

Angels :Eranchthere are 1.25 miles o-! such tra.ck. Z'Aere 18 a. 

total milea,ge of main line a.ne. brfAZlch line tracke of 76.28 and. of 

all trae~s* So.5l. 

The preeent :P:resieent of the Sierra. R8.ilwa.y Com1='any o! 

Co.litornia., VI&.6 the princi:pal :promoter or the railway ct)1JJ.prm"J and 

aleo Presidellt o't the' 'ri'ezt C03.St Construction Company, v;iUeh co::npa:oy 

construeted all of the road. that is novi opera.ted 'bythiG company_ 

Prior to the inco:-poration of 'toM ra.ilway eompany he ha.d Q.CQ,uired 

tl1e greater portion o~ the neeessary ::1Slit of "'ay in St:m:islaus~ 
• <. 

Tuolumne Md Cala.vera.s Count-les, wh1cD. rlght ot way wa.e turned 

over to the rs.ilway C0:l1j)311:r 'for a ca.sh eonsidera.tion of $ll#.600-;·00, 

nnd a cert'.R.1n amount or ea.pi tal ~toek of the railway company. It.l 

Maroh, 1897 tl:.e Sierr$. R:J.ilwa.y CO't1!-p.t4J:Y o'! Ca.lito:rn1n. entered into 

tour eontraeta with til,e We3t Coast Construetion Company, providing 

for the cOl::Lplete construction,· itJeluoi ve of track, of ~O miles o! 
I' , • 

rf.l.ilroOod !ro:n O:::tkd&le t"o Ja:neztown. . ru s eOllztruetion "'/3.e. over the 
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con~t:::'Uction.,:,:o=k ·we.z not heavy .. and on' Jun(; 21/ 1897 ~bc line be-, 
I 

tr.ec~ O~k~le and Coopcrcto~.. a iict~~ce of 19 :ilec 1 ~C3 co~~leted 

con:pleted ICO Jameoto-::n,' The '[ezt Coc~-= Con .. :r::uction CO:l'z,ny :ot 0:11 

.' 
rai:'wa:: co:tP8.'Cy contr~cted n tb -:lle ~a.1!;e CO:lS".;:uct1o: C'P:t:;?o:r.y to cO:'J.-

otxuct t::'e line fl'o%!l J.?:l.eoto'l':!! to::SOllO::a .. a d:-1stance 0: ~"oo~t 4- ::11013 .. 

1y 9 miles. o! conotructed. =oac. be-;wecn Ro:::::.ooo a.n(j. C=.ine'3c s.n<i to :ccon-

tio~ cor.c;pc.ny"ouil t the ).,neclcEl'a::.c::' line fro: Je.:ne3tov;n to' )..ngelc, , :.. 
'4>)"" 

< ~~" 

~ict~ce O~ ap,roX1~ately 20 =ilea. !~ 1900 t=.e =o~d. '!;"te.e pr::.etic3.11y. . . ' 

co~e~:uctio~ wo::k, exce~-;'so~e minor ctruct~eG ~d a ~ortio~ 01' the 
I 

"eClui~:pins o~ t~e roa<i l .'":.'.:l.C d.o:=.e 'by the "lJcat COs.ot Construction CO:::ll'5X.y, 

Se~J'c::::.l ac.juct::en-:c ~dcettler:en-:o. -::i~:c. cub-contl's.ctors 
in 

?1ere ntlCes£ie..::y 'U:ltil/1903 the tote.1 coat of t=e =o~dl ~s cb.o~ "o~r the 

con:p.:.nyTa 'bocke, 11::"~ $6,.::'521709.S6, 0:: $tl,170.3:'.. ;:>(!l:r m11e oi Z'o:ui 

!o::75.S0 l:.:iles. Of ";1';.16 :;:.mo-::.nt ~2,514"COO ~-:~z =e~l'ose!ltcd "oy "oO:Jd.c 

~nd ~),,2l;.gi"OOO 'by cs.:p1t~ stoc~; J:e.;.:ving app:ox!.:tate::'y ~';)90"ooo. repre-

sented 'oy 6~h. Pr~;ct1cally all of -:~c ztock :;..n<! bo:d~ were !told by the 



11D.e 'between Cakcis.::'e ~d. P:;.>.1;.lsell cJ:oa~cc fla.t,... le"1el, irrigs::cd 
~ 

t::':::l la:nda in. ~De San Joeq.'tlin· ';"'al1ey. From ?~uleell to Cl::.!neoe .:.re 

1nto the Siezra ~ount~1nz, in ~hich diQtrict ic loe~tcd~ large ~e~ 
of the z:eat ~Uother ~ode~ ~inineco~~try. F~om Jamesto~~ to 

Arlge13 E=anca. prs.ctically followz tLi.e "'.!other1ode" vein .. v:1:n6.ine 

o~ck '~d fo=th ~lo~g ctecp ~ide~illc of :olid. rock.. on ~h!ch ie fo~d 
I 

~ 3~all ~OU4t of cc~tt¢:e' t1~oer. 

The cocpany opcretes one pasze:ger ~~ one ~ixe~ train 

At O~dale the reed connect~ ~ith the So~thern ?~ci!ic 

(2) STOCKS !Jm ?·ONDS. 

The cc.~1te.l stock of t~e :::ail~y cor:.p::..ny con~1Q-:c o'! 

50,000 eha.reo of com:::o:c ztock, "l:ith Co ?~ vaJ;::e o'! $100.00 e:;::.cz, 
or a total a~thor1zed capitalizetion of ~5,OCO,OOO. The tota.::. out-

The oon~ed indeoted-

for 40 yeera, ~c follow:: 
) 

Firet eeriea,' iszued A,rl1 l2, 1~97, oCin$ o~~5~~ding 

f1rst mortgage bonda.o! $1,1~7,OOO, oea:ine 1nterent e~ 6%,. ot an 
o.utbori~ed iCl3ue ot $1,860,,000. 

Seco~d oerieG,oeing eecon~ :ortzsge OO~d3 ot $t59,OOO, 
1::;oueci Septe:t"oer 15, 19041-, of s,:l authorized ia3ue of ~·60 .. 000, 

bearing 1ntereot ~t 5% • 

.. 
·.-:3.2 0-'"). $,;u.tD.or1zed ise't:.e cf ca:91t~ 2tock,o'! $5,000,,000, divided int¢', 
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acribe,c. !o:r J 0= $1,000 to::: c::.c~ n:1::'o o~ :oed. '=0l'00ed. to conct:r'Ue~. 

O~e-tenth of t~e p~r value of $~oecrice~ c~ock, or ~12,40o.o0 T.~Z 

p~id 1n~o ~~e treasury of t~e co:poration. !mned1ately after t~e 
1ncorporiltlon of tlle co~e.ny tAlC 302.1"d.' ot Di,:rectora ~:t!tho=1zed. t:!le 
creation of a bO:lo.ec. indeotec.nes& 0:: ~3Jo720,OOOJ to 'be divided into 
two 1aauoe~ aa folloWG: 

1. $1,S60,ooo~--40 ye~=J !1:r~t ~or~gage,zink1ng fund, 

6% gold 'bo:o.de. 

2., $l,e60,ooo---4c 7e~, ceconc. ~o:tgage, inco~e G% 
gold bo:o.c,a. 

Both :o:tsageeto be cecured or all ~reee~t ~d !uture 

~:operty of t~e company and by t~o sirik1~g funds, the !iret~ortgage. 

ha'lg1ng priority.. Theee zi!lki:.g :'uno.s T.e:::c ~et !lz1d.e 1:nd.e: the 
!ollow1r~ pro~1&1ons: 

~i=at Mo;tgage Sinking Funi: 

until the p:inc1p~1 iz =ede~~ed, theco~~ny 2~:1 pay to t~e t:uetee 

5% -'of the net e.:..rninga o:f' the co~o.n~- over c..."ld. :."oov~ t:'::le opera"":!.llg 

Second. ·1iozoteage Si.!.Lking !i'~6.: 

On Ap=il 12th of c::.c=. :re3.l:', beginning 1:'itb April 1.2,. :'900, 
" 1% o! t~e net e~n1ng~ e:4a.l::' oe zct aoide as 3. z1nkin~ :r~c. :for :e-

San Fl'~cieco f~e e~ ~~=il 1906, ~r.d i~ i3 i~o601o1e ~o dete~i~e 

tbe e~ct ~oun~ o! ctockG ~n~ oo~dz t~t ~e~e votedJto the ~ect 
Coazt Co~ct=uction CO=~7 in paj~ent for t~e oonGtruction o! t~c 

roac., . 'Out :ora.ctic2.11y a.ll 0: t!le ctoCi:B ~d "oO:ldo ~e=e =.e.lc1 by tJ:c 

i.ect Coast Conctructio~ Cocpany • 

. ' -7-
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't', 

oeZinning. ~he ~nteras~ on the orie!~~l Second Uorts~ge ~~o not 
;>a.id .::.nc. in It::';:'~$t'',, 190:; the di:::ec:~or= of tee compa..-.;y reeolvecl -:lu:.:: 

in o:=der to P0.1 the de"otc and. eontrc.cte o! tile co:r.pany tortl:e eo:=.-

woul~ be necessa.-y to cre~te an ~~~it10nsl bo:~ed iDdebte~ec$ o! 

$560:,000. Thece 'bor~da ":1ere to be. made ~~y~,ble i:: 40 yec.:re !=om <!c:~e 

T~e ~uthori~tion 

etock~o:"dera on Octo'be::: ZS, 1903, t::'e !=,rotest :oeing "oc.SedOD :the 
Ji'o"'c'W<Cn",· ..... t.· Q_ 

7irs:t: 

I 

1,000 ~o:~o oeeured 01 cecond mortgage en ~l 0; t~e ~roperty of 

t~e cc~pany, ~nQ. tb.D.t t~e c0'fIf9~.T~7 .c'b11g::.ted. itcelf to create a. zini:.ing 
.;0." .... .:1 0'" "Ie! --'" "'''''e .... 0... i ~ oj. "... t...",t/.. A t,.. .. t -~~ • -~ ~- w_ U ~ e:-~ net,. ~n~ ~o p~y ~n~ere~ a~ oft, an~ ~ 
t~e co:p~:y h~d not :ocp:"ic~ ~1th tnezo ~rovi~ion3, and otated ao ~c 

re.::.co:r. for ita !:::.ilure to do. 00 t?:.o.t there ~ 'been :!o .net e::..~inea 

of tile co:npa.ny .. 

~he zeconcl mortga.ge bon!:;, o.nc;i. in "lie~ o! t!!e cond.!.~!on of the.'eom,any 
unsold,' ~d. 

.;:.nd the £~ct t;ie.t it bad ouch c:. l~se c.mO'Unt of/unizs'I.leci boncl£ 'U:lder 

it~ prior l:lo=tgc.ge~,it.-r.oula. be en-:ire17 t:.:lwc:::a:e.tec:. in la.w ~d. beyond 
tee p07.'cr of ·:the COItpe.l:yto d.o 00. 

-
Thi~ prot¢et~~z o~tvoted, ~d on S~ptemoe= 15, 190~ t~e 

new oond izoue of $S60,oOO w~c ~uthor1zed ~~ C6;;IOOO of th~ ne~ 

12~UC ~~c 'exc~ed for $1,266,000 o~ the cl~ aecon~ ~9rt$~e 6% 

einca Vl~!.CC -:;i:ne the :i:nte::ezt on tlle entire bonded indebteQ:nesG b:J.$ 

been :et r.hen ~ue. 
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the Articlec of Ineo::poratio::., enl::.rs.1ng -:i:.e ;po-r.ere of the co~o.ny 

and e~oling it to ~'~=antee t~e oonaz of ~ny other =o~ wnose 
\ 

the YOQem1te Short-Line ?~l~~y Co~any ~ao i~corpora~ed i~ Calit-

o:':lia. to builclirom Jameetoml to t::'e !ozemi te :V~lley, '::, dictance of 

~,proxi~~telr 60':ile~, ';"fit::' s,''o:.-anch line to SetcD. Ee-:chy 'Valle1~ 

a ~iotance·oi· ~oout 10 miles. Construction on tbis line waG otarted 

into 'between the tOt:: folloVTinz ce;;e.rate co:r:>o:r~:~ionc for t:be con-" 
3truct.1ono! thic ro~: 

lzt. 
2nd. -... ~ )---. 
4tJ::.. 

'1'he 
Th~ 
Tile 
Tl:.e 

Sie::=.:. ?.e11wa:y CO:tl)e.ny of C~i:fornic., 
Yoeerr .. i te Short-Line R:~il way COJ:'patly, 
Srencb Finauce Co=pora~io~ of A=e:ric~, 
T't:.oltmlne ConetructionCo:r::?s.ny. . 

The officers o! the Sierr~ ?~ilw~y were i~tereeted i~ t~e t~~ee l~~-
tel' co~a.niez. 

Amonz other ~rovitione in tze contr~ct, tbe Sierr~ Rai:way 

a.no. interect of the Yoser.ite Short-Line k11~::.'1 Co:rp:::,ny's "oonciz o~ 

CO:lc!.1t~on tilat 6,250 'bonda ($62,,000) 'be ico'Ued. imrrecUz.tely, ~nd 

t~t the Sierra RaiJ:r.ay Co:::,arlY ot C3.li!orni:.. ·oe the de,osi to.!'y of sll 

the bonds ~d ~roceeda t~ereo!. Tee Yoae:ite Sho:r~-Line ~i:~ay 

Company agrcee io the p=ovia1one ot the contract and the French 

Pinene~Co~o=~tion of ;~er1ee ~grecd to~urc=a3e tte bonds from t~e 

Tuol tmm.e Conet:cuction C01tp~n1, wh.o "lrere to receive the' eO.:T1e 1:. -;:'1-

me:o.t fo:r: the e::o.c.ine of tee roc.cl.. The pre13!.dent 0:£ the S1en~ P..a117i':::'Y 

~c ~lso the president of this construction co~any. 

The Frene4 ri~ance Cot¥~=ation of !~eric~ ~vanced to the 
construction compz.nY, prior. to tee ioe1.::!.nce 0: bondz, the Ctml 0-: 

$64,gOO.OO, whioh ~~Z~O be cono~dered &13 tee "!ir3t p~~ent on ~he 

"oon~.. ConGtrue-:io:c. 'r.'o!'1=. bege.ni:l Se!)te:t"oer, 1905, ru:d. about 10 !1ilez 

of :=oa.d.bed. 1;'$.0 g:o.<ied c.nd tra.ck ~a$ ls..id. tor S.OO':.4t 6 miler:, but in 
-9-
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the o~r1ns of 1906,i~iedl~telY zUb3e~~ent to the earth~~c, ~~tly 

ceaaed. $,.::d, "1::;'0 never =e3'C.mcd, a.nd. Quell tr~k ae bad. "ceen 1~1d !l::.O 3ince 
been taken up ~d uaed for other pu.-posea. 

tr~~ of timber lsr.d co~rolle~ by the president of t~e Sierra Ea11~y 

. 
dent later oold the&e t1ln"oer ~oldi:lge a.::.ci the co:cst~.ction o~ :the ro:u1 
wee no lo~ge~ eaoenti~ toh1o p~OGe2. 

* 
Co~any 0: C~lifo=ni~ ~ conaiderable ~o~t of ~0r.e7, out hoT. muc~ 

w~c ~ai~ by the Sierra ~i!~ay Company of Californi~, and i~ 1912 this 

1tel:l .;l.:ounted to $l6,40l.70. TM::.; entire ve~tUl"e reei;lted. in ~to't~ 
10c13 to the CO~P.:.:ly. 

its tre~8ury w~o ~~e to e~ry the burden 0: its chief o!!icer'z 

:private buoine13z ur.d.e:tekings, :::.nd the conclu.sio:c. preeento itsel:f' 

t::a.t the Sicrre. Railway·Col:Tpany of California to a. l.::.rge extent X:'l:.£lt 

be concic.ere<! as a!l ~junctto the v~iec. bU3inesa inte:::ects o-! it.;: 

prezid.ent. If o.c such it served its pu..."'"Poae, it w::,z othe:rw!ae or.ly . 
. , 

ncceoe~ry that the ro~~ pay Oper~ting e~enoeG ~~d 1ntere3t~on !unded 
debt, ~ith div~~endc o~ z~ock, ~ entirely ~econ~~ry conci~e:~t1on. 

Cpcrat1ne Reve~uea 

Freight ,Revenue •.•••••. ' ............................... $297,543.60 
?aoeenger Revenue •.•••.•••••.••••••••.•.•. 107,2:::4.07 

'e! ... lli "'7 Exce03 Basz.:..ge __ evcntle.......................... .., ....... ...--.; .• 0 

:£0.11 Revenue ................. "." ............... "........... 5.,770.13 
Express Revenue .... ~ .... " ......... " ........ '." • . • . .. . ll,:.;.s.,.05· 
Otb.er P.::.eeenger Train. Revenue...... .. ..... ..... .... "'J5.00 
EVI1tcll1ng Revenue. .. ...... ... .... .. •.•. • ..... ...... .. •• • ~.;;o.o? 
Revenue·=ro~o'eratio:G other t~ 

Tr$ncpor~etion ••••..•••.••.•••••••• __ ~2JJ~5.0~ 
"!'I -"' 0 i P.. ""2l: t'I.~~ -... ot~. pc:,!:. t ns .e:re.:uee................ ,i/'1' ;;,000. ( / 



.. . ' . ., 

Opcr~tine ~en~ea . 
. Maintenance of Way ~n~ St~ture3.; ........ . 
i!<.:.inteDS.uco 0; Et1'Ui:vmen~ .................. . 
Tl'~!i C E~ence0 ....... , .................... ' ., ........... '. 
~rc..no~o=t~tion Expenees ................... . 
General ExpenseB ........ ~ .................. ' ....... .. 

Totc.l Ope::Sot1ng ~enaes ........... . 
Xet Operating Reve:lue ....... $lgg;647 .22. 
O;peratin.g Ratio............. 55. 70 ~ 

. , *. 

In 1907 :f':ceight revenue reached it6 highezt :point since the roe-do 

began operating, and in 1912 it hc.d almos; =eg~ncd the figure o~ 

1907. The net o~er:.ting revenue ~~c higter in 1912 than 1~ any prc-

vio't:o yeo:: ~d the acc'mllulo:ted p'l.U'pl'O.o exce'ecied ~ 7cal! million eol1uG. 

Below ~e the princip~ tr3ifie figures o! 1912 ~3 take~ !rom 
the company'z annual report to the Commi~aion: 

Number of Revenue :ps.csengers curied. •.. * ..................... ;5,71') ,. 
~"WI'!..er o'f "o° ... , ... e ....... e ...... c..,.-.... "eA o .... e .... i~e' ' '..." " 7""g 1.':"" • • .,~ • .., - T., ~ .... w .. c:......... -......... ~ ........... "~. ~ " ..... , ' .~~" ,~ ....... , .::. , .......... 
Avera.ze' ciic'tance :::.r::-ied, :!ilea ............................... _ ...... ' 31.02 

Total P~ocenger Rev~nue .................................. . ",,~. 07 ~=!;. 07 ' '17 •• , ... .; '" Aver:::.ge amo-unt received. from eO-el;l :patlse:o.ger •• ' ..... ,. • • . .. • . • . 1. .. 9? 
Aver:::.ge recei:pto;t::er pazzenger ye= mile ............... "'._ ..... .. • . .062 
?::.acenge=ze:=v1ce tra.in revenuepe:: n:1:'e of ::o~d;. ............ 1#666.3l 

Fre1gb:: Tr&.:f'fie .. 

~umber ot tons e~rr1ed e~ing rcvenue ••••••• ~ •.•••••••.• 
:qurn"oer of .tOl':.O c.?.rried. or..e m11~ :.;; .... > :: •• " .,_ ............ . 

Averc.ge c..iotance ho.'Ul of one ton, m1lea •••••.••••••••••••• 
Tots..l :f'l'e!.gb:t. revenue ............................. to ... ............... ~ 
Average ~o~t rec·e.1ve;! "tor each ton of' fre!.gl:.t ...... ~ •••.•• ~~ 
Average receipts pe: tonm11e ............................... ~ 
Freight revenue :per :tile of ros.d. .............................. 1; '.. " 

The pr1ncipa: co~odities ~r~spo=ted over t~i3 ro~ 
are pro~uets of forest and ~roducte of mine~The~=eight tra!!1e 

"oi. 

?_-o ..... ~c-ta o~ ~ ""r' _.'l .......... e ~ o~1!f ~~ - - ~ ~~~~~ •••••••••••• J.~~ 
~""o~' t ~ ~ I. .- 0' l~~~ ..... ,-uc a 0 .... .iUl;j,,'(Jl;:".l.S·.~, • .,.................. .....,.""/~ 
P:'cducto of lti:nes ....................... 31.3l% 
Products ot ,Forc::ts. ~ .................. ?9 ... ~5~ 
~·,.e..,..··.r.,,"'t .. ~-e... ,~ 7~ ~~~' w.. i{,; • ., ... •. - ••.••••••••••••• .... "'. CI: 
l!el'COallci'1 ee .............................. .. 1. m 
.",.." "\ .. ",, .. 7';"'JI:' ~ .... 3ce ....... e.neOu3 ........................ .I.. "'1""6 

. ''rote.l ............. lOO.O~ 

Ol"1,,=inal Book' C030:·. 

~he original oook cost 0: t~iG ,=operty wa.~ :not furnishe~ by 

-11-



the oompany for the re~o~ t~t all coat reeorde ~e:e deet:01ed 1~ 

the S~ Fr&r.cieco ~ire in 1906. The Comciocion'a enginee:::i:g depart-

Ine:l~ UI.:.de .t::.n ~ttem.9t to dcte=mine t!le original co~t,o~ ~~e ~=O:gerty, 

eocp:'e~e and plo.ce the :;>roperty in eond.~tion to operate, togethe= 

c1nce the origi~al cO~6truetio~ ~~ comrrleted. 

The invc3t1gation into the books o~ ~he coc~any, conducted 

by the COl:m183ion'o enzineer1:Jg cicpz.rtee:.t, llowever, ll3.$ :'ed. to 
, . 

::lent _ 'being ~6.e., 

the ro~d w~o practxcally, co:pleted ~ it 3t~nda to-~y, the total 

coot o'! the~rol'erty atoo6. on tile COt:lpany' c boo:t:s as' $6,152,709.g6, 

t~iz book cos~ w~c rc~reoe~te! by otoc~z ~d oo~~. Tbe ~tual e~h 

inv~3t:nent 1:::.to the prope:=ty ~t tho-t ti:::e ~$ not-more tb.n$1~257.,COO, 

billed ~gaiDst tbe =~11ro~ coep~~y at $40.00 per 3:::0es ton. T~e 

price' of steel raile:ecche~it$ loweet level' in those y~ar~1 and new 

rail could. oe oot;,sht c.t ?:;:.cific eoact ter:n!nel8 1::. :"59<5 '.;:.t ::. little 

le03 to,,:-";" $29.00 pe::- groCG ton. 

were apent i:o oettenr.ent.:\t.o road"oe<!!. ~d. e~Ui:pment., until to-day the 

:phyaica::' "1s.llle ,~t the pioper~y i8 ee..f)11y ec;.i.l31. to i t3 c'U.t~rta.nd.1t!g .~eot • 

. Thi& line" t:'e:::efore, .?.!fordG a. very 'good cx:mple of the tr,pc o'! ::ail-

vestment o! ='1 ~dclitio:'l::.1 c~:?!.tal, a.nd "::,-ere value i~ :put 'oe111nd 

secu:i tie~ 7.-::'ic:b "Re=~ 710rth lit.tle 0:: ::.otb.in~ nen iaaued.. 
, ,'" 



":present value." The rcpro~~c~ion v~luee~tima~e presented by 

the ::c11way co~~y ic $41 667,090.76- T~e =~:od~ctio~ value ~o 

:c>=e~entec. by the COt:l:ti::.oion' 3 enSin,eerin3 d.e~z.:::tttent 10 $2,697, ,g9 .401 

the difference "oein.; $1,969~50l.36. 
Subae~~e~t to tne '~e~r1ng in thic c~~e the Chief Engineer l 

were based. A ctatement 1V'$.C t:b.en filed rt th the CO::n1isoion 'by,:' the 

co::pany, in r.:h1cn'it wa.z re~uez~ed tbat the Commieeion'o ~gineer1r.g 

c.epartmentTc eati-:na.tc of =eproci:uction value be increa,3ed ~516,g75.g1 

a.:o.c1. t.l:le p::eoe:o:t vs.J.ue i:ncres.oee. $,5eS,4S3.92. 

a.l 6ta:~e:::nent, thl.z' Com:r.izsion' 3 enginee:::ing department' 3 estima-;e 
.' -r.ou!d Gtill be $:1.:',40521623.35 lower ~~!l tee entilro.te =.c orig1t'.a:~y 

, cor:pa.::lY'::; objection to t~e depe.rt:llent' $ e:tim:~te v:az v=.=ticu!a.:::-ly 

directed to the \L~itcoate uoe! oy t~e ~~~artment~ and i~.smuohec 
the ~pii fox t~e departme:t'Q unit coate ~e fU:ly e~:~ine~ i~ ita 

:'e:port, and the xail';13.j" co:pe.ny did :lot precent the actual coat 0'£ 

,work on any ci~ilar~1ecc o! co~s~~ction, exce~t tor 3=ad1~g, ~n~ T.b1c~ 
! ' 

. l U':li: coats 71ere ~ecured from ~lle c~~ineeril:Z ~c,2.rtmen't of this Com-

,miac1on, tb.e Ooj~ctiona -::erc 'b~tJeo. ent1re:y 'Cpo::' t~e ol'inion and. teoti-

'mony o:! it-& Ch~e:! E:ogi!leer, and., :furtlle::, d.~c :0 tbe ~t..ct that t~e 

:ra1l·~.:l.Y company co~cec!.ed. 'oy"tbe zup:p:'e%:l~nta.1 Iltatem~nt filet!, 1-:a 



=ecord~ ~d memo~an~ o! ~he er.ginecr1ng dcpar~~ent on COG~ Data 

by the oo~any'~ Ch!e~ Engineer, ~ oupplemental ct~teroent W~Q tiled 
rec.'U,esting 1;crease~in the u:c.1t CO$ts of er~:lg. T!le increazoG 

7le:::e taken by t:!le engineer for the r3.i:!.waY' cor:pany a::.ci :?=ocented to, 

be ~loi"1ed tor li:im,11a:o work in :-csti:a::i:.g the cost o! r~roduc1nz 

t~o property of tbi3 cocpany. Some 0: t~e3e ~rice$ were high, ~ut 

, the .:.verage !)ricee tor ~l the 'Nork., !o:c.e were lees than the 'ani t 

prices allowed by the ~~a=~ent, ~d if the average priceo p~id on 

the Californi~ Northeastern ?Ailway were .:.pp:ied to the eradi:c.g 

quanti tiez of the S10rr;;:. Railway ,ZQ:m:;t;r:7;~ ~a ceema to be, reClue.ctod i:1 

1ng depart:nent, for zr:.d1ng. 

,ap;oar, but iT. the precent case, fro: ell tAO ev1eence su~m1tted,! 
\ 

,do not believe t::.a.t $. proper showi::.g 1lz.s been :z:a.dc ~o:c, "r.'hiehthe 
1 

i. 
After &care!U: con~!'eration 

I, 

value, includir~ the a~~ple=e~t~l 2tatemen~ !11c~ by.t~e co~~ny, ! 

f1ne. tl:.e nrc-produotion ..,t..lue tf, ::.e that term is cerein de:f'1:1ec1, of the 
o:pe==-tive prope::;tyc:f -:he Sierra ?.z.ilway Compz.:lY o'! Cz.li!o=n1e., ='60! 

t1:ogu1:;becl from the "::eproo:uction. ..... alue." 



ite::o,. :.nd o.lloiVed. the coot 0'£ =~=oG.uetion ne":'t ~i-::bout ded.uction 
~or de~reci~t10n for the baciQ ~Qr r~te ~ixiDg. U=. Chiet JUDt1ce 

EugheG :e!uced to ~~~rove of t~1c di~po$!tion of the ma~te=, ~~d in 
dellverir.$ the o~inion o! the court po1:ted out t~t ~the ~eprec1~tio: 
in Cj,ue.otion ie n9t that ~tlicb.D.az been overcome 'by. repairz ~d re,lc.ce-

, 
menta, ~~t iz t~e ~ctual existing de~=cci~t1o~ 1~ tbe ~:~t ~ co~a=ed 

~ith the :e~ one." •.•.•• wIt woul~ ~ec: to oe inevit~ble t~t in :zr.y 

0:'" ~he aU'oject "1:2..0 concluded ::'3 !ollov:e: 

be .de;preci2.ted.~. th!e a!:OUD.t should. 'be fo-und a:.d' :Lllowed. for. !! tb.1c 

pl~1ned t~t tee engineering ~~srtment~3 estimate of ~=ezent ~-lue 

W::l.13 ~a1r to ~he c.o:pa;ny in m~"1y rec~eot:;, "out ~:~ 1r. "=e,rod1:ctio::l 

. v::":'uef! nothing other tile.n opinion te!::rti::!!ony 71::.0 e:L ven, a:.c.~ ~o in 
... I .. 

ft:::<.':;>::oduc-;10:l ~....ltte" I. :1: do ::.~; fee::' tha~ -;he te:l1:i:l.ony introc!'uceo. 

inveat1z;:.t1o:.z. Ave=~e unit pricec ~d ~ve~3e~eroent~gez o! 

conditions. ~e not ~ve=~ze. 

I find that tee "p::ezent value,f! ac tbat tcn:·iz :::'c:,01n 



· :uld. o:~ered. filed c.:: the oZ;l::lior.. c.nd. finding:: o:f" -:::e P.s.ilroaci 

~~C3!O~ ot the Ztate o~Cali~ornia. 

CoramiS3io:c.ere. 
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