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~ ~he'matter oi ace~i~1ng ~he' value) 
. Ca.se NO. l89' o'!· -:;he propert:r of ·the ~ !)iego. e.nd . ) 

.... South-Easter- .?silw.ay c.ompany- ) 

I .. ' 

:R. '0- Dilwortl:. f'o:: San JJie go and S014th-Eaet:~ 
Railway Co~eny. 

-
WC:E:?~ON' and LOVEW-TD. Commissioners. 

O'PIN!Olt 

T1:.is is eo ca.se brought 'u:pon the Com:lission's own 1ni~ie:ti.v-e-~ 

'iortbe purpoze-of a.eeorta1n1:ng "the :fact:: .1n r~gard to va.riousclements 

enter1nginto tbe vzilue of: the l'ro:pert,- ot' San !)iego and. south-Eaztern 
" 

Rc.ilwo.y CompD.l:.Y''' '.' .. 
«!hose proceedings were origi:c.a.lly- insti t·uted. undo,r t.be: pro.-

I 
i' 

Vis.ions of Soetion 20 of' the stetso~ Act. e,:f'~ect1'V'e. Fe~ruaryl.O .. 1911,. 

and. were continued. und.er the provisions of the Public utilities Aot. 

&:::t:c:etivc March 2'3 .. 1912. .,,', .. 
I 

!!!he sections of ~e 1u·o1ic. 'Q'tilitias' Aet 
I 
I' 

particularly- applicablo to theso :proceedings are- ?o-ct!ions. 47 and· 70 •. 

P·inding::::. of :fact will b.e I!ledo.' bearing on the, questio,n o~ valu~ as 
.' ' I . 

shown 0Y' the evidenco in' this case, and. ~in<l1:lgs w'ill Dot be: made, on . 
.' I "".' 

the ~.e-sti.oncf"the ulti:3ete va.lue of' t7c.e :pl':opert~. ir::os:pcctive o!' 
--:.1 . ' 
tile purposes for '''J~ich the val:c.e i3 a.zco:rt.~1n"d~ end' we sba.ll. c¢n:::'ine 

I 

ours.e.lves to tho :i:indingof facta rela;ti~e ~:o .d.1f:£'erent olement.&'Whieh 
. !' . 

~ve from time toti:lo been considored by t!le. court$. '1:'J,' .. eaeeS where· ,ti!e 

value' o'! thc P'l'o:p~rlY'" of' t\ railroad. c:ompallY has 1>eon·:"lnaterial. '. 
I • 

~e t~ '"'original cost.'" ~ 3.3 used ill thieopinion, mes.nsthe 

e:.~ual expenditures. ch3J:e;ea.ble -:.~ cSl'i t.al u.ceotmt in s.ecords.r.ee wi t1:. 



by- the Inter~ate Commerce Commission for stoam :,oo.e.s~. made. 'by the-. . 

railroad compa.:a.:r for it.s operative property ill the: state of C.e.li­

i'onlia.,. ~ of"J'Olle ZO,. 1912. 
I 

.' I 

ZJle term. "'re:pl:oduction value"'" e.suseci. in this o:pin.i~. 
,', 

means the Q$.time.ted cost in eash of' acquiring the opere.tivo risht 

0:£ wa:r snCl ot1:or rea.l o:rtate and, of reproduc'1lle in the condition 
. . 

in which it was accl'uirecl the other phys'ical :property 'of the :rs11-. , . 
, 

roc.e: company in the s.tate of California, as o! June 30, 1912" to . . 
which are ad'e.d overhead. ex)?endit'Ures for engineering, 13.Vt, 

interest ana: comnriesio:z:.s" a.nQ. similar items .. 

Tile' ter:l l?:pre~ent value'''', ~ 'U$~d'" in thie' opinion" :, 

:c&o.:lS > the "'re:prod.u.etion valuo tf 10'$$: the 6.1m!.nution in v3.1u~ of 

the physical clements of the property. d.ue· to u.s.e" ::tge. o'b.zolez-
, 

conee, ine.dcql.l8.CY a.nd other causes.,. pl'Us. s,'pprecis.t1on w.o.ere!'ound... 

!his mignt properly be called "'depreCiated re~rod.uetion va1uo~" 

end c.oes not me~ tho 'C.lt1mst.e fs.ct of' pre:s'e.nt ovs.ltt&, a.s t70At 

ter.c is ord.i:DS.r11y used.' 

Ino.ccorda.nee with this CoI!li:l1.ssion"s 01"0:.0= e.ated. 

Octo"ocr 2:4, 19l1,. t1:le San J)iego &: south-Eo.stern Ra.ilway Co~a:n~ .. 
, i 

on Octoboo: 16,. 1912" fi1o·d an inventory of i ts 'Pr~porty in the 

State of Californis. together w1th s st~temcnt of it~. rc~rodue~ion 

vo.1'Uc· tllld :present v8.1uO' .. a. S'lll'1JIllS.r'Y" of which is at'taehod'to thie • I 

opinion and. IllSrked EY..hi'bit. "A"'.,· 

On 'Ma'1 5, 1913 t the COI!lmis.sion 1$ engineoring de:part:rnent 

S'llo::litted its· detailed report :tn this' proeeed.:tns-

on soptem1:ler 11. 19l3, the onSi:locr1ng de1'3rtment su"oI:littod a 

rcrvised.' ro:port, show-1ll8' :ttotc.l reproduct.ion vclue- ~or tb.o on­

tire- sys.'te.m. of $2 ,.2.85.,87.4 .. 61 o.nd. an e:s.tims:t:·od. prc3ent value: o~ 

A COP"!" o~ the final s~ sheet 0'£ the 0::1-

. gi:c.eering dop:l.=:r:ent '$ It!.s't.a.nd' :reVised e.st.ima.te. 13 o.tt3.ched . 
hert'to c.nd marke·d, EY..hi"o1t~"'. 

Fro'Q. tbe' t,eet:~::co~ it s.PIletu"s: tha..t the- eompc.Xl~ "'O.rg&s 

no o"ol~ect.io:lS to tho cnginoer1Ilg d~3parl:ment: '3 va.l.tI!l.t~,o:c. a.s a ; 



Wl:..olo; out· desi::-c.z. to be 0:0. record as not consent ins. to a. n':lt'Jber ' 

of our ong1nee-rs unit prieoe a.s c. propor 'basis for this vs,1"CAt1o%:.­

only such it'o:ns were considered in the comp.9.ny'e statements. whe~o1n 

the v$lue as ascertained by the engineering de~a.rtm&nt was lower 

th:lll th~t a.rrived. at 'by the co:rpany'e engineers, nnd no montion 

was ma~e of tho ~q'\lally important f~cttbat ina number o~ in­

stancos tho op;>03i te, sts.:tc of af:fD.irs e:".ist~d,. where the on-

giDoe:::1ng d.epa:::t.1!lent's value-s were higher. 

:rcsp~etivo f1gur~s will horein~to:r appoar. 

A compa.rison of the' 

It seems. however,. 

that the finsl to'ts.l of the engineering' d.epartment's valuation 

the :following I:lS.tters.: 

1. Organization, 'construction and operation .. 

2.. St~cks and 'bonde .. 

3.. ?eve::.ues and expense-s. 

4. Original cost. 

5. Roproduot~on.va.l~e. 

6. Pro~ent value. 

(ll' Organization, construction aI!d o'Oeration. 

'J!bo &.ll 'Di.ego and SouthEastern Railway CoI:ps.!lY was 1n-

corpol'D.ted und.er thG laws of the Ste.te of ce.lii"om1~. on :March 

2., 1912, to te.).:e o'Vor. the properl,ies a.nd obligations. of the' Ssn 

:Diogo 8: CUyaJlla.ea. Rai lws,y Comp::.ny and. the'. Ss.n Die'go Southern iai 1-

we.y Company., 'both of whicll are now lega.lly clissol v&dl. ~.Ile; 
. .,' 

history of the physical :pro:porties which now' constitllt~· the' 
, ' + ~. !~'~ 

San :Diego and S,outh EaS'ter:l aailw8.Y Company is intereS:t:ing snd 

1:ltrica'te.~ s,nd. can o·e tl'sced back as far a.s· the yesrs: la8~and 

le8'7, when -:'he tirst 
i 

$0rio'O.$ e.ttem;pt.e were ,.'made' "o~ S$.n :Diego / .. . . . 

residellts to give to their ~it-; ~'di~e~ r~i1 c6nne,c;~on with 

the-Zast.. A COI!lplo,te 'inv")s:tigatioli into tile entire bisto~ o:f. 
.. I 

I' 

";:he conrpany a.p:peare in tho Commission .,·s eng1neoring depe.rt:mellt's 

z 



vo.ltHl.tion report,. and. it d.ee$. net seom llece~::::o.ry to here review. 

this his~ery in 0.11 its detsils. It ~ill zufficc to sa~ that 

the- presont co:opany.111heritee. the :propertios and. obliga.t i OIlS , ' s.e, 
. . 

'ta.r as thoj" were in existenco,. of the following prior companies: 

~orO!lado Rai:'road Compe.:1:r ••••••••••••••• Organizod 
Natio::.o.l C::Lty.& Otq R:lW'e.y c.o::rpan~ ...... "' 
&t.n :Diego. &; CUYEl.lIlaca. Railway C,ompany ....... Tr 

cto.Y' ?..ailw3.Y COlllp:l.%ly .'.............................. • 
Sa.n Die-go." c.tlyamaca &: Zact.er.o Ro.ilwo.y Co.. "' 
NatiODalCity & atsy Railwa.y C'o. (Colle.)... " 

April .7, 1886. 
Doe .. 28;,,. 188'5 
Aug. SQ.,. 18S:'7 
Sept. 28, 188'Z 
x.ar. 6,. 188S, 

San :O~ego Southern Railway Company ............. " 
Oct;. 1,. 188S', 

San ~iego & Cuygmaca Railway Company..... " 
JuJ:;r 1 ',. :t9 OS 
July- 19,. 1909 

Th0 preS-e'l:t c om,a.n:r i c one of G. gr~u:p of San Diego. or­

z~niz~tione kno~ as tho "Spreckels Co~~nies", boeauseofthe 

pre'dOmi::l.allce of' J. :D. 'Spreckels in t~leir control. 

ps.n1es are as fellows: 

San Die'go, Elect:r1c Re.i lw~y COln'PrulY, 
SO'llthern Ce.li:i?ornia. Mo't:llto.1n i7a:to-r Co. 9 

Corona'o· ~~tor Co~cny, 
San Diego and Co:r;:ona.do, Perry COIllpSl1Y. 
Sa:l :Diogo. and C'or,onudo Tra:ls~er COl:lpD.ny, 
Uni'ted Light,. ],"uel a.nd Power Comptl.ny. . 
S:m Diego, & Soutil Eastern Ra.ilwEA.Y Co:n:p$.llY, 
Ssn :Diego & Arizona. Ea.ilw.a.y CompO-ny, 
Coronado Beacb Company, 
Aotel Del Corona.d.o, 
Coronado Zent: City. 
c.ero'Dad.e ?l'UlDb ing Co~e.ny. 

I' 
i , 
i 

~,e S'a:e grOilp of mon occupy :tn general tbe sa:e l'o.s1tions 

0:1 the direet:ors.tes e.nd a.s officers of all th6se companies. 

are 3.S follows: 

J. :D. Spr.e'ckels, President,. 
w. Cls.y-ton, Vicc-?rccident &. Managing Director, , 
J:l.. L. '=~tue, Secretary and. A.ttornoy, 
Claus Sprec::r.cls, 'XX"eo.surer, 
~. M. ~~:ner, Ge~ersl Superintenden~~ 
A, .. :0:. Ze.yser. General Auditor ~ 
Geo. 20lmes, ?ll:t"cWlsing Aeent. 

zho 'first, four, together ",-;ith C .. L .. Bundy- of :.0.3 

.' .. 

Angeleo. who represe'ntc '.3. grO:tlJ? of Los~gel~e cs.p~te.list,s., con-. 
, . ' " .- .. 

2ti-:,;.te the 'board of directors of this C omp~y_' This.,.. the:roungo3:'t 

o't the:. gro1l2?, is thus not entire:lJ'" So Spreckels CO;0:9c.ny iIlSSmuch 

'. 



sa a considerable portion o~ the co~o~ stock of the company is 

held by Los Angeles ~oople. The rest of 'the stock ~3 held by 

~e Ssn :Diego &; South Eo.stern RuilwllY CompD.nY comprisoz 

7Z .. 54 main traelr m:tloso~ st.o.ndard gau.ge stea.m and elect,ric ro.il-, 

ways located in, and,:re..d!a.t:tl:ls- '!:n northerly~ oaster1S and ~outh-

erly d1rcc:t1ons 1"roI:l the Cit yo:! So.::. Diego .. ZOne system C"OXl-

sist,$ of ~ivc pr1nc:t:pal 'Cllits 01' 'branc1les of vo.rious lo:r:.gtils o.nd. 

is on'!i:trel:r con::'incc! within tho limits o~ San !)icgo C'ounty. 

~o roed. cs at :!iro-sent o:9orc.toe. is divide,O, into tv .. o 

d!visiO::ls., the Southern :Division ~ ffo::me::oly the San 1)ioeo, Soutl:­

.e:::.:l Railway Com:panyJ. and. the ~stern j)ivisio,l'l., C!ormer17 the: . 

.A. stat enlent or. the' tot~l 
I 

t:-sck '!nileage of t:b.e c0x:l?any is as follovls: 
· · 

" ~, 

Ma1:l : Other .. 
: Tra.eke: Tra,eks :Tot:l 
· · So'O:thern jj'!vision (formerly S.J).S. ?y'. Co.) : 

l'k\i::::l. Line,. '1!i:. J'Ua::la t,o S'an j)iego­
C,orona.o.o. :Branch,.S:l.:l 'Diego, t·o- Coronae.o 
Sv:.e:o!Wa.t~: Branch, 

SV:cetwttter .1ct. to-La 2rcec.. 
C.onnocting Tl'~ck. 

Coron3.G.o J"ct:. to NC&O JU:tlct. 
~otal 

.. · 
.. .. · .. · .. 
· .. · .. 
· · BasteI'll j)1v~;sio,IlfiormorlY" S .. D- &, C. Ry".Co.): 

Ma~ Lil?-c,. ~an :Diego to Poeter : 

~tire: Syst.o:c 
w.out.e.e:r:n and. Zaste'rn :;)ivizions 

, .. 
· .. .. .. .. .. .. 

-. 
lS.12: 
Zl.00: . 

7.88: .. 

40.22. : 
: 

.. .' 

• .. · 
4.15' : 2'2.2:7 
5.41 : 2G .. 41. .. · 2.17 · · · .. .. .10 

11 tsl!f : • .;;J': ~ , .. , , 
I :. 

,i .. 

10,.05 

, 1.32:. 
t;o.b~ 

4 .. 76 : 30.0'8 
.. .. .. .. 

73.54: 16.59,;, 90.13 
.. -

!:l o.d.d.i'tion to tile traok mileago zJ:ow:a on thi~ stat"e-

1':C:lt.., CrzZ.54 !!Liles 0: msi~ tr~c:k.)" the San j)iego <:; SoUtj:~2tCl':l. 

P'.,:J.ilV:U,7 COI:pa:::7 opera.tes all elect,r'ic C'~ over 1 .. 55 t:iles. o! thO' 

So.n :V,ie:ge> Zle ctric Rei lw~:/ c.om:p~y r S tro.c~3 in Sa:l :Die'go.. making 

~ total oper$.ted mileege of 75.09. Of this relleage there is 

o:pera.te'd 'by s-:c.am 61.76 mloe- ~d. electrically 13.33 tliloe. .'Zbe-

13.3Z mile-s, consist ot the 1 .. 55 miles above melltione:d."o.f the' Sa.n :; 

Diego Electric :Rsi:'we.y Co~s.nY'fe tra.cks a.ncl of ll.78· miles 0'£ 

5 



mainline on tho Sou.them !>1vieio;c;, from th.e int.ersection of 13th 

and "'Ir" s.treets, Sa.n :vie-go 9 tOt Ota.y. 

Tlle charact.er of tb. e lands traversed 'by the various 

lines: ot this system may 'be divide-d into two gon0~1 classes, viz., 

la.nds- wit1l:t:c. :1ncoI'porat.e:d.. cities, a.nd s"b'Urban, rural s.nd. country 

lands. O~ the firet. class th~re are six incorpora.ted cities,: 

and n Cajon. ~e c-hsr.lcter of these city lends does. not cor-: 

respond to whst isusllally uno.erstood 'b:1 thiS term, and iXlzte:J.e. 
'0 

of compris.ing 1n:.11t-up residence communities, the lands ·trs,'V'er~ed 

are tor t~e greater p~rt sparsely built up, aDd in ~anycasee 

merely low., marsh lands.' 

th& lines o'! this 'eompany~ is cODstituted of small ranches and 

platt:e·e. a.crea.ge tra.cts, includ.ing small unincorporated towne o.nd 
'I . 

villagos of va:-iou3 size-f:. and improverool'!ts. .:"; Zhe rura.l and: 
I' 

CO-:ntX7 lllllds. reacbed bY' theroe.d. are o~ various. kinde. and com­

prise. ~r3Jlge: snd lemon groves, gro.iD. farming. pas.ture. ~ grs.z;~Dg,. 

marsh f rock:1. billy" caIlyon and wa$to la.nds. 

~ " :places ana consists of strips ZZ,. ZO~ 40,. 50,. '7.5 aDd. 100 teet Wide. 

O"tJ.tside of its opcre.t.ive right of W!J.Y D..:lc. other real estnte-. 

eggregatiIlg slightly over 422 acros, ~ne CompsDY owns also'cer­

tain 13.lld:s tha.t are classed. 1D this valuo..tion as "'non-oporative.",. 

viz.: So salt marsh of 4-1/2. scx-as at N'atio:l81 Citr·'and. ot's,y: J'CllC-

tiOll, and 9 ~ere.= of right of W8.:1 on the o..baDdo:c.ed ot.ti7 Wells. ,. 

Gra,ve-l Sl'ur~ 
. i . 

A. c o%lsiderable portion of tho San :Diego 8: S.outh Ba.s-tern 

?.e.i lwaY' " aDd. pr~DC1:9~liy the orig1zul Nat iODal 0:1 ty & o.t.a.y EA11- . 

YU;,:1. is merely- a . .suburban tr$.ct~on railwa.y oCCUpyiDS 'City- streets 

by virtlle of fro.nehises a.nd othe.rw.ise possessing vory ~ew. rights: 

of r.ay. '!!he, lcngt.h of track la,id. d.OVln totsJ.sa.pp,roY.1::ll!t.tely- 16. "t 

miles:.. 

6 



As not.eCthcret.otore Yo this. companY' op~rates vlith 'both 

::t,eam s.nd olectricity- Z'.ac electric portions of tile roe.d d.o-a 

pass~n6er business '~lmost exclusively. while on the zteam por-
.tion o~·the syste~ froight constitutes the most important item 

o~ t=.:£fic on the roa6.. . . The principal froight commodities seem 

to be etone. sand.. and other l'1ko s.rtic1es, constituting more 

-:h.e.n eZ$- of tho' totsJ. froight to,:c.:oa.ge hS'tlled br t'hia road in 

the ,"car end1ng·J'U!l.e 30. 1913. 

I 

Stocke 8lld Bonds' .. . : 
:). 

-. 
~e Ss,n J)ie go ::m d. Scrc:th Zc.ste::rn· Ro.i 1w.e.y Company f s. : 

aut1:.orize-d capital stOoc~ consists o~ 16. SOO sho.re'$ of, COr:m1on 

S"t,oek' of the pa.r value- of $"l00.00 eacb., or s. tota.l a.uthorized 

capita.lization ot $1,650 ~OOO. 1!Jle ent.ire au t,hori zed: ea.l'i tal 

stocr. was iss'O,ed a.s the ':purchase price ~or 'the :propertic30f" 

the '&,n ~i()goSoutb.er::l Railway Ccmpan7.a.nd. tile" San :Diego snd .. 

of the :pre-se-nt corporstio:l .. 'Stock to. t,ne ,:par va.lue.' of 

$·11.0,000 ~-s <paid :tor tho c.'tlyamaee; line and. is now 'J?,old br Los, 

Angeles people .. while s.~ock to the pel" value of $SSO,~OOO ml-S 

paid for the San ~ies~ SOll'tnornproperty. and. is nel~ b~ Jo~ 

:D. Spree.kels, the ::?:resiclent of tbe present cOmpAny. 

'!here ~s no 'bonded: 1ndebte-d:ne$s. 

It 'seems· pertinent. to ,Oint out here 'the relation 'be- I 

tween the ca.pito.l:1'zs:tion of this proportr a.nd. ~.ts ve.l·uo. ~e. 

II're:pro~'Ilct:!.on valuo"' ot 'tbe ent:il"e o:pe.:t:ati ve p:ro::?~rty,. as will. ~ 

a.ppear la.tel~ .. is estiro.a.t:e-d.by the EnginecnDg :DoJ;)3.rtment of tlio' 

Commission a..t.~'2~285,a.74.6J. and. the w!,rO'scnt va.lue'" a.t' $1..912,'754.20. " 

vih.ile-Jc;he to-:e.l capitalization has a. :par va.1ue of onl.y $1,6.50,000.00. 

TAis is a:l unusua.l sta.t.e of a:;::!:~re 'With pu'b1ic utilities.. 'Ue 

either' cozt or reproduction value'. LOoY...illg at, the compa.ny from, 
.' ~ ", 



S.3.tisf&ctory_ I~ does not become neces$a~ to trace tb~ f1nanc1~1 

hi:rlory. o~, tile :prod.&cesaore ot tbo pres.ant COtzlIlallY 'back to tho bc-· 
','. ' 

ginn~ng ~ a;.s the last 'conso1idation of those roade· unG.o:l.fbted.l;r 

ecrt.:.ee.zed out wha.tever water thero may beve 'boen ~:o. former capit::l.liza.-

It should also' be ad.d.ed 'toro that since- tbo inc0:r'l'0ra­

~ion of the present compaDY, on llarch Z. 1912, expen~1t~=¢c 

were: l'QS.do for ad.ditio·ng and bctterme:nts totali:og $259,.519.04, 

of 'WhicA $81,.087.90 w:e.z ol..-pended for aCCluisition ot right~ o! 

way .. station grounds and real a·sta.te. 

~c{.!com:pa.ny has decla.red. no divid~:::l(!.8 since its. organi-

zat:!.on. 'out the sum ot $39 ,191.:42 a.:ppear~ as a c:r:edit· c'h5.rge 

s;ga.ir.et ?:::-o:t:i t and. Lo-e.s in the ~nnuo.l report of" the co~any for 

the yeu ending June 30,. 1913·. 

3. Rcven'tloz aDd ]'?:lJenses,:. 

~e principal opera~ing revenue aDd o~&rating e~~on8e 

~1gure:$. oi' the railway" 'c.om:pany for the resr ending June' 30, ·19l3·. 

3.$ reportod to the' (!ommi~sion. were as 'follows: 

Pre1gb:t: Revenue 
PassengO'.r Re,vonue' 
All ot.hor Revenue 

.. .. .. 
.. . 

. . . .. . .. . ... . . . . . . . . . . . . . . . . 
. T:ot,aJ. Opera.ting Rovenues. .... .. 

J!aintenance: of Way a.:l.d. str'lct'llreS • • • 
l:&int:ens.:oc 0' o!. Zc;.uipment .. • .... ... . 
~~:te ExPen3,ee .. '.. .. ..... • • ". .. . 
'rr~J:1sl>o:rtat i on EXpenees • .. ". .. .. .. .. .. 
GeDers:!. :E:z::ponses .. . • .. ' • • .. .. .. .. .. • 

I!ot.:ll. Opere-ting z:.:pensos 

~etOper~ting Revenue. 

.. .. 

.. . 
.. . . 
. . . 

*2S!.~Z6Z.00 
111,.7Z.5.64 

25 1597.34' 

$ 86 ~ 99,7.14 
'75 ,.l·oS. 85 

1.' ,.,,*04_ 0·8 
1'78 ~lO~,. as: 

30.,151.02 

$428,.693.98 

$37"7,.819.97, 

50,874.01. 



J 

The :pr!:!cipal traffic sta.tistic,c. for the same year arc 

shown below: 

N'um"oer of Revent:.c J?s.'ss:engers carried • • .. .. " .. .. " " 
~"'O.bQr of ~:l$$e;ngers curied. onemi!o "......... .. 
Number o~. P·assc:c.ge=s carnecI one mile per mile of !"oad.·: 
'Ave~ge' d:!.stanee carrie d,.ill miles l

• .. " • " • " .. • .. 

T'ot~ ?a;se'enge.r i Revenue .. • " .. '. ............ ~ ... $l'll~ 

1.318,663 
9.606,.109 

127.92'8: 
.2.22 

'7ZZ.64 
13.0& 
1. "t88; 

2.521.S1~ 

.i.venge amo~t reoeived from each psssonger, in cent,s 

.itve:-ege re,ee:t:pt s :per pD.ss:enger :per :::lila., in c'entz .. • .. 
?·~ssEmgc.r Servico' T.ra1:. Reve:c:ue per mile of road. • .. • 

~rum"oer of tOIlS carrie:d earning revenuo· • " .. • .. .. 399 ~ 729, 
Ntunber of tone carrieci. one m::.le .. • .. .. • " • ... 6,. 107.,.390 
~'C.mber of tons ee.xrie~ one mile :per mile of road • 81,.Zi34 
Ave:::.se clistancEt haul of one tOIl, in miles • • • .. " • 15.iZS, , 
~otal ?re:tght. Revenue • .. .. .. .. .. .. .. • • • " • " "" :;'2Z,l,.S6.3..00 
,!;..ve=tJ.ge smou:nt, reeei'Ved for each tOll of !reighJ

; ,in c~s. 5"7.880: 
Average reee1::pts perto.tl; pcr mile, in cents .. .. • • • 3:. TSS 
':s're,1ght Revenuo ,0:::" m!.le of~os,d .. .. .. :. .. " • • Z ,.Oal;l~ 

1 I 

TOTAtT~~IC 

Opereting Re..,en'lle pe:: mile of road .. _ ............. $5,.709.01 
Opo:=a.t1ng Revenue ~er tra.in mile, in cents .. .. .. .. .. .. .. 94.18,,5 
~erat,:tng E.x:pcllSe: per mile o£ road .. • .. • • .. .. .. .. ". 5 ,.031.56 
~e:'a.t;1ne ~:llSe 'Per train mile'1> in, cent:; .. .. • .. .. SS.OvS 
Net Operating Revenue. per mle .of road: ........ " .... "" 6'Z"Z.Sl 
Aver4ge: milea.ge opere.to,d during "lear .. " .. .. .... .. .'.. .. 75.09 

.' 
Zhe following principal commodities constitues the ctltire --

fre1g:b.t. t"ra£fie bandled during the fiscal "loo.r ending .june 30,. 191Z,. 

. , .. 
Per cent o:f total 

Thole Zons .. Frei:iht T'ol?llo.se . 

1. ?rod:c.ctc ot Agriculture iZ,.066 ; Z.'79 

2~ ?roe.llctz of Animal s 3'12- .10 

3. Products of Mine's Z17~'2Z: 82 .. 38 

4, • ?roducts. of Porcstz 10 ~050' 2:.68 
. ....... 

5. Mtl!lufaeture::: 5,778 4.46 

6. :rJ:arei.lD.ndise 10.866, 3.1.9' 

" 
.7 .. J:,ascella.lleous 12'1423 . . Z· .. 40' 

.. 
T'otal ........... Z6.8,.917' 100.00,' 

S -;; c~.-:> 
...... v-.J ,. : 



4. Ori~i~l Cost •. 

I 
. I' 

"Jn~or OttX' definition of "'origina.l cost'" as' givon here.to-

fore,. this ~tem zllould be equal to t~~ original book cost in ac­

cord.tJ.nce- with t'he Interstate Commerce Commission '2 clas$'i:Cic.:l.t!ons. 

of co:rt3.in other ra.ilroad. cO:cll?::ul.ies ~ a.s aereinoe:tore s.tate·d., tor 

wh1cb 1-: p~id. in capital =tock of the sa.n ~iego ane. South 3asten::. 

R2.ilway Co:cpany ~ tl:!.e tot:.:' l'~rCMSe price being $1,.572.,6l1.34. 
" . 

~ci3 total can be segregated as between ce:z:otai::. aceo'CZD.t,s.' ac follows.: 

I. C .. C. l1.cct. 

, 3Q 
37 
39 
40 
4l 

cost. o:t Road. ?urcns,eee. • • .$l,2.91,,687.84 
steam :tocomotive$ ... ••••• 57 ,8.96 .• 00 
Po.sS'e-nger Trai:. Cc.rs. • • .. .... 101,,000.00 
Preight Train Cars.. .. • .. .. .... 121.177.50 
~ork E~ui~ment • • • .. • .. .. .. • 650.00· 

Total .. . . $1" 572:. 61i. 34 

June 30" 1912, tho date of thie v:lluation. for e.d.dit~onaand 

'bette;rments, the additio:aaJ. sum of $6,6,.179.36, nlaking the total 

original eost o'f ros;d a.nd. e~u1:!?ment, as. of Juno 39, 1912. the sum 

of ~1,63S,790 .. 70. 'Prom this lo.tter tot3.l 'the company in its 
r 

" 

a~ual re:por-: o! June 30,. 1912. deducted the ite~ 01.' $5,3·l6 .. 4B:ror 

reserve· ~or a.ccrue d depreeia.t io-n"" , lc:).virJ.$· a nc:t, total o'f "'In­

vesment a~ of June 30, 1912 tor Roa.d. and EquiJ;lment'" of'~'l ,633 ... 474.22.:. 

nis l3.tter tot~l ::'6 the "'origina1 'book cost", of this :properly. 

In the fine1 zum .... zry zheets:J.s su"omittc.d. ·0:; the COln:pany 
, 

and as ascertained. by "the COlmnisS ion Teo engineering de)?a;t:r:ent, 
. , 

(Exhibit"Z "" .. \"' and ~.ft",. the "'original cost"" col'WDll. hO"llfever .. ie 

left blallk. ':his was dOone for the reason that the ca.eh value 

of the stock given in exchange for the pro:perty purchaSed,' co·'!:ld. 

not be ascertained. It w~ also impossible to itClllize the "total 

"'C:oet of Road ?urc.:"ased'" of ¢1,,2.91,881 .. S4 to tlle dit!e-rent. s.e~ 

count·s,. ,so the.t 3,. c:!leck 'by" this CommiseiOllTs engi:ae~rillg depart~. • 

lO 



me:c.t 0::: the cash vslue o~ the individ'lS,l items aCq1lired. 'b,- the 

pUl"chase of the two older companies could not 'bo J:lS.de. 

!'t is proper to saY', however. tha.t the orie~inal C03t as 

re:pl"ceented abov.e- by the grnr.d. total of ~l, 63$ ,.790.70' ,rebab 17 very 

closely a)?:proximt.es the actual cssh value o~ tile pro'perty as of 

the date of tiJ.e a:n~:ro.ise.l. ~e como to this conclusion beeause 

of the tact that both t~o reproduction vSlu& and the presont ~aluo 
, 

are in eXCGSz, of tho COtlpany's original cost :f.'igtl,:-es.. 

5-Re~roduction Value. 

, . 
3:7 refe~r1ng to the railway coc:!ta.:cy'z ~ins.l SUml:l:l%?T 

/scoI)et,. whicil i~ attached. hereto e.s Exhio1tn~"',. it V;ill be notee. 
"..,.. . 

,that the compo.:ly estimated. tho roprOduc.tion' V:llue\ for the.' entire, 

line a.t $2',189,603 .. 69. Tho Co!:lIllission '.:;: engineering depsrtment 

arrives at.s total for the same. itc:c., 3,3 itemize-d'in Exhibit. "'B"', 

of $z1PZS5.874.6l, ~ich tot.'ll. it a,pe.8.X's. is,,:~96.2.7.0' .. 92. in ox-
ceC3 .o~the CO=w~~yTs =cproduction value figuro. b. compari20Il,' 

reaso':cz !or .this clif:tere'nee-. 

in ";ho company'::; s.~1'ra.1sc.l were une.ero.stima.t.ed:., for inete::lce: 

tho' accounts. "Right' of W8::; and. Station Gl"O'llll6.s;~. ~iosw, ~O;ek· 

:t3.ying a.:od Surfacing"', "'Ste3.!:l Loco:::lotives,", and ":Eassenger ~ra;in 

T,hero a.re othor accounts in. vlbich the eDgi!leering ~o-

pc.rt::entts rc;p:'oduction value estimates fall below those of the 

~e di:'fere%lce· is further c~used by the :ts.etth&.t in 

the CO~9.IlY'S s:;?prc.ieal no s.~l.owe.nc:e is made 'for :tnt6re,s.'t' c'turing 

construction. w".aile t'ho engineering depo.rtment has ~llow.e'd 3% 

on classes 3 t¢ 53, inclusive, and 5% on right ot wa7~nd rcs2 

estc.-:e ,. reS':ll ting in' :m amount o'!. :~79 ,3S8. 96 • 

. tho a.sz.umption that i t wo~ld take one year to rO)?l'oc.uce t11i$-

road and tha.t the tots.l cash outlay would 'be ti.ed up for a.n o.ver­

:::.ge period. of oDe-half yea:r, and that interest should 'be o.llow:e·d 

11 



during that· period: ~t tho rete of 6% per a.nnum .. 

::01' 'the right ot wsy,o.nd other laJ:.ds. howC"lcr. w01l1~ necessarily 

'be tie<i up for 0. 10:::lge;l;' :period t:hsn the $overa.ge of on~-hal:f yoar,. 

and. tor t2:1::s reason So sepa.rate percentage, &llOVl.D.llCO c·t 5%· on 

these aceo'Cnts wa.s ~de-. 

In connection with the determinatic:l oi So 'reproduction· 

va.luo for the companyl's right of way and., station ground.c. c'ach' 

unit o~ its,lines was conzic1cre'd ce~c.rQ.tEllY 'by the Comtlissionfs 

engineering, dc:partmc::lt and di7ided .into 1Pzone sit' for ttpplyillg unit 
, , 

present r::.s.rket valucs .. The Q.e.te:r:u~.tion o:f unit values was 

sscertc.ined by two methOds, the first invo1 v1ng an investigation 

o:f recent sales of land a.djoining the right of way. togetber 

and. cxperte ::n rea.l estate val1:es in the va.rious communi·ties. A 

second ::lathod WOoS resorted to ·and. conSisted ot hs.ving local rcal 

estate tleon inspect carcf-:llly every :portiO'Il. o~ t~e r1ght 0:: wa.y, 
, 

~nd frotl their kno'ci'ledge of land values, rec~nt saJ.es~ az::.d:og 

price.s. etc •• deterl!lir.e inde:pe:::.d.ont. unit prcsent. market '7a.luee. 

Zhc latt&r v~lues ware used in arriv1~B at the rc:production va.lue 

! or tb0 ee la.nds. T:b.ec1et~il of all data. obt:li::.eC:. i~ ;;!l0v::l in 

!::lSJ?1tc ot 'lihe feC't that the Commiss1on"8 cIlg1nee,r1ng 

dopart=ent.'$ reproo:l:ction vs.luc excoede, that o:! th~ coml'o.n7, tbc 

~ont of ob'Jectione to tl'lc va.luation ~s cOl:l1'1led. bY' our ong1.nocr-

ing d.e:pc.rtmcr:t. 

ts:t1ves VIse celled to the ~e.et. o!t t~e engineering depEl;l""twen't· '::; 

V~l'tl3.tion being higber th::.:l theirs, the a.ttorneY' anZVlered t1la.t 

he did not ttiSh to be understo·o.d a.s:, urging any ObjCct10·ns. to the 

engilloor:tns dopa.r...mcnt '3 v6.luation. a.s 0. whole but Si~ply v:s;:r~ed: 

-:0 b{l' put on ree-ord, as not agree'lllS with all oi its unit :prices 

as a proper "00.:::1$ ~or othe~ casez. . . 

12 



':!b.i~ bei!1C·tLl,c case. we. sre 8i s:pos.~o. to" let. our enginoer­

ing de~~r::ent 's figures in the filUl.l s't:.I!lmary sheot", as shown in 

~i'bit "'B"'. eto.nd., unG. fina. as a ::!'sct from the evidoIlce in tbis . 

case that the cost ot rc:produe.ing in the conCi.ition in which they 

were ~c~uil'ed tho it~s entering into tho pbysica1 pro~erty o~ the 

Sa::. j)iego .s.nd South ~.ster.l Railway- c. o:p any t as of June' 30. 1912, 

is not in excess, o~ the sum of $2,2:85.874.61 .. 

6. Present Value. 

Zb.1e Com-

mission.a enginoering d.epartment reported. the so.me item, as 
-

hereinbefore de.fined. to be tbe sum of *'1 ,912~ '754.20. ~o· 

engineering d.epartmentrs figure is t'he-re::cre $15,.0.98.3Z: higher 

production va.l'1:on:··it bAs 'boon shown v:hY' tho engineering dOptLrt-

I:ont's ceti:o.ste e:.c:coeds th~t of the com:peny. and ~ince tho . 

"'pl'ese-nt value·1T is cir::l'ly tl10 d.epl'ee1e.tet! a.nd appreciate:d. ropro-

duction v~lue it follows that tao explanations given ~nder tne 

~c~0rhe~d1~g appl1 with equ~l force to w~l'esent value". ~he 

engineering d.epartment ~~ 1nc·reo.8& is I'ro:portionately sx::a.l.lcr, 

howevor. for tho reason that 01:X' deprociation pe::.-ce:nts.ees:.1n So 

numbeT ot a.ceount& largely c·xeeo-e. tbose of the company-

.... :. Tile present value of tho' :-isht of way. st,~tion grounds 

and. real e~:tQ.te is mo.de eq,ua.l to tbe' reprod:llction value as is 

'0.8110.1 in ease-S of this kiXlct .. ~he item of ~~ad1ng" is increased 

a.$~1s the sa:me item under' "'rel'roduction value'''' fol' the reason 

tbat grading is con·::~id.ered to o.pp;rec:tate wi tll a.go. It e:!lould· 

a.lso 'tl.c noted tbat t'he engineering dep:J.rt!:lent :r.egule.r~ allow:. 

the SaI:le amo'tlnt for overhead ~x:pene~s uno.or tbeho.e.ding "present 

ve.lue-'" as it d.oes 1lXl:d.C:r "'re:prod.uction value" - in other wore:.s~ 

nothing is su'bt:ractc:d for dcprceiati on in the iteme of engineer-

13 



, 
ing. lew oxpcns'!)z 7 und. intcre::t,. 

reprod.uction V3.1uc of euch phyzico.l items 0.$ are- 8ubj,e-ct to de~. 

preciat!on. the department as '~eual in valuation Cases sscer­

tained as !~= as possible t~e o.ge of the ~~ioula= item'and a~-

plied :$.ucil :percontages of deprecis.t1oJl as the 1:~:V'estiea:tion3 

covering tilis state f)a,ve shown "to be prope:-. 

Zlle :-3.ilws.y company72 obj'ections in so fOor 3.3 they 

s.:Pl'!Y to "!':::"e.zent value"" ilave $.lre~e.y 'been discuszed undor tilo 

besding ~reproduction valuG~. 

We find. !rotl tho' evidonce.' in this caae that the. "':preeent 

value-l1' ~ a.s t1:lat t.erm ha.s "erotofo,re 'bean de:i"ined, :rS-f 'the :,pby:a:ic.eJ. 

e~ements of the Opol:'o..tiVO l'rope,:rt;r' of the Se.n 'Die'go a.nd SOuth. 

Bastorn Railway Company, including engineering, law o%pcnsee~·s.nd 

continze-ncioo, as of .j~e SO, 1912" to "o.e the sum o:t' $1,.912.,,"l54.20 .. 

i 

z.h~ ,forcooi~g opinion and ~illd1ng&'are her~'b~ ~ppro!ed 

and. ordered fileo~ as the opinion a!ld: fin~r.gs of the :Railroad.. ' 

C.ommission o:! the State' of C~lifor::lis.. 

:os,tod at: Sen j[X'ar.cisco, Cali:Zornia., thie 30,l:t., dey 

o'! krch, 1914. 

'I .. 
~~

-'I' " . , 

·r .... ', ' . : ~" ','-' 
", .... 

,,' , ,'" ". 

~4:~~' 
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