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:Decision No. ,./ • 

In the :na.ttor o!aeeort~1n1ng the ) 
velue of tho pro:po~ of the ) 
OCEAN 'SHOEE ?JU:I.EO:AJ) C:OMI>~!Y. ) , .... ~ .. ~ ..... ~ ..... ~ ..•...•....•.. ) 

This is one o''! the so-eslled. valuation eaSeS brotlgh-:t 

on theCommissionTs own initiative for the p'O.%'.Pose of s,sc,eria.in-

ing tho various elemonts entering into the V"'-lue of the 'property. 

of 'the Oeosn Shore Rs:tlxoad Company. 

This comp~~ in accordance with the Co~ssionTs 
. , 

o:-dor 9 on :December 27" 19'12 filed an inventory of' its o:p&rat:tve 

proll',arty 7 togothor with a. ote.temont of its, original coot. repro-
, i 

duction vaJ:a.e and presont vo.lue, the final S'W:lll'n$:t7 sbaet, o:r,.,h1eh 

is a.tta.ched, to this re:port, and marked "Exhioi t A~" Tho com:p~ 

also :filed 's. $tato~nto£,eXl'end.ittu-ea made for a.nd an estimate 

of the reproduction value and present value of certain non-

operative and' a."oancloned. pro:perty, tAO !1nal' S'Wll.llla:ry sheet o'! 

which 13' c.tto.ebede:c.d. marked "Exhibit :B~'" "E%h:tb1t 0," as 
. , 

attached to this rCl'o,rt, shows the totsJ. e~ond.itures ebsrged. 

tot~e construetion of the 'entire pro~orty, opor~t1vo9 non- . 

opore.ti va o.lld. a'ban~oned, aa zhoml in tho val:o.e.t1on Ill8.de "o~ the 
company, (exclusive 0:1: ,"The Ga.p") .. 

, 
on 'March 24. 1914 the Cot:mlizsionTz e:c,e:i.llooring depc.rt-

mont suomi ttod its. deta.iled.', report in t:!le above proceeding. 

Thiz report shows that the E:c.gineering De~~rtment made an inde-

pendent ~ve$tigat1on into tho cost records and the physical 

c.;)nd.1t1ons· o~ the road" and .. d.ivid&$. the ;proper!.':y into, threo (3} 

o 
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geographical soctiollS, llamoly: 

Section 1 - r.1ne in tho City and. C:O'tl:lty 
of Sa.n Franciseo, '1.49' mi.lec main lino, 

Se~t1on Z - ~ine ~ S~ Mateo Count.1. 
, SO.66' milos me.in line, 

Section S - Line in Santa Cruz CO'Wlty. ' , 
15.55,' miles main line. 

These tbree sections. aggregat1:c.g a t,otal o! 53.'10' m11e~ 
1 

as ~o'Wn in the COIllI:lise1on's oXlgilloor:i.llg dOl's.rcment's report, eon,.. 

stitute the enti:re opora.tive property of thiS' comptl%ly. Tho 

VC'_l:a.a t10n o~ this p roporty is g1 ven 1n d.eto.il in tho engineo:d.ng 

d.epa.rtment '3 roport, tho fina.l SUtllmD.ry shoet of which is s.tts.ched 

heretoa.ud ma.rked "Exhibit ,J).Yr "Exhibit D" is there:eored1reet4" 

comparable with ~bit A." 

~~ Engineer:i.lleDopc~cmont has also made $n investiga-

tion into tho' cozt exp~nditures for tho ttneompletod. portion o~ 

the line between !!'Wli tas and Scott Croo:c: in St..n MD.too and. Santa 

Cruz counties, termed nne Gap; 1r and the ~inal 'S'IllllI::lSry sheet o:t 

this investigation is also att~chod. to thiS report. and. marked. 
I 

"Exh:tbit E." !hie portion of tt.o comp~f3 proporty 1$ eon-
" s:tderea as non-oper~tive by the Commission'S onginooring dap~rt-

~nt. F1ne.ll~, the Engineering :Depa.rtmont ha,3 su"om1tted. to 

theCommiss1on ~ statement. b1 accounts. of tho compsnyrs to~l 

OAPGlld1tures fo~ road and. e~u1pment, for opera~ive. nOll-opera-
tive and. "O.'C.complotod. :pro~ert~. the fine.l S'IllXItlC.:ry' shoot of which 

is :furtAer attached to this report and. marked YrE%h1'b1t F.Tf' 

Exhibitz ~E~ and. ~ are not 'immediatelY compa~ble with EXhibits 

"'B" and '"en • 

road Compa~, tho Secretary of the comp~ stating o~or the 

,tol~hone tha.t tho;y 'Wo'llld not protest this hearing, am a,caoIt ad 
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It is essentia.l in o~ses of this. kind. tbs.t the 
• 

C.oo::nizsion ~iia.te olearly the nature of tho vo.lue$ fo'tmd. in its 

1:l.vest1gat10ns, and defill1tions of certain terms ~d in this 
, . 

report will firstbo given. 

, ' 

~d is definod a.s. the a.ctuo.l e:rpend.1turO$ c~r5eable to cS;p:i. ta.l 

a.ccount. in a.ccorde.ncG with the Interstate CocmeroG Commission's 

olassifioations. in onzh or its oquivalent in terms of cash, 
by the publio utility fo~ its operative p~o;perty in the state of 

Ce.lifO:rnie., a.s of tho 'date of the valuation. 

~he tore wRcproduction VslueW means the Reproduction 
Cost, and i$ defined. a.s the est:!.!na. ted. eo at in cash of ,aeq'C1r1llg 

the opere.tivo right ofvm.'1' ::nd othor oporative roal eztete and. 

of reproducing,- in the oondition in whioh it was acquired., tho 

othor phyz:tc~ ~ropert:'T of tho public ut11iti]' 1n the State of 

Ca11fom1s., as of tho date of vaJ:o,a:tion; to which a.re a.d.dod. 

overho~d. ozpcnd,itures for engineering, law, interect, and eom-
-~ics10n$, and other similar items. 

~o torm "?rezont Value1't' is defined. a.s tho w!'{eproduot:to:c. 

Coot" le~$ the diminution in the veJ.ue o'! tAo phySical ela:l.cnts 

of ~he property, d.ue to use, ago, obsolescence, i:ca.d.oque.cy. or 

other causes. this ~1nut1on coing eallGa ~depree1at1on~. and 

plus the increase in tho value of the phYSical elements of the 

propert~, due to sgo or other ea:a.ses. this incroase 1>01%15 called. 

and a.ppreeie.ted reprOduction e cot. WI, 

1'. - Orge.nizct:1.on, Construction and. Operation. 

~he propertioc o~ tho ~rezGnt Ocean Shore Railroad 
Company havo beon in control of the following legal owners and 
IIlallageoenta: 
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1. - Ooesn Shore :Ra.11wa;:y Compa.%lY. 
;Fro:o. Apr1l 18. 1905 ·to December 6. ~90~. 

2. - F. S. Stratton. Roceiver. 
From Decombor 6. 1909 to Fe'br'\l3.:t'y 2. 191!. 

s. - Bondholdors 01: the Oeee.n Shore :Railway comp~. 
From Feb:t"'l.Ul.ry 2. 1911 to . .Novombor 27. 19l1'. 

4. - Oee!l.:l. Shore Ea.1lroa.d CompanY'. 
From ~ovembor 27. 191~ to date o~ thiS report. 

The Ocean Shoro ~lwe.y Compa.~ ~ 8 Cajj.:forn1s eorpo:t"&-

t10n. wo.s incorporated. on j![o.zr 18. 1905,~ to construct and operate 

a single or double tl"8.ok line from Sa:o. Francisco to Ss:c.ts. Cruz. 
, 

:;t, d1 stance of 80.25 miles; the r OQ.d to :r.ollow as nearly as poSS1-

ble tho, shore lino of the ~e.ci:fic Ooean. The line wa.s to rtUl 

through the C:!. ty and County of San FranciSoo. through Ss.:l Ma.'t'eo 

COWlty. and through Son ~ Cruz CO'llJl~. 

~e :pJ.a.ns fo::- th:ls line called for 3. double tra.ek 

electric ra11way from SOon Fra:c.cicco to Sant~ cruz. and construc-
, 

t10n comoenoed in 1905 from both termini. In tho StlmO yea.r con-

tracts were entered into with certain :firms :for 0. steam p¢wor 

plant for elootric power generation a.nd for a. large ~Ottnt' of 

eleotr1ca.l oqu1p:o.ont. These contraets ,involvod a.li oX',l?ond1t'ore 
, 

o'!' over Seven ~'tmd.rod Thousand Dollars ($700~OOO) 1llld ere men-

t1o:c.ed to show the scDrle on Which the work wtl."s undorto.ke:c.. It 

was the intention o~ the comp~ to push the work of eonstra.e-

t10n to the e$r11ozt ~o$$iolo conclusion. and work waC·boing 

activoly prosecuted in tho la.ttor :pnrt of 1905 and. the early 

part of 190&. Stool for tho stibstet10nsand for ot~er strue-

tu:es was ordered and· part of it delivered:. ~e Santa Cruz-
PortlaDd. Cemont Compo.ny's, comont jtlc.nt $.t !)a.venport, Sante. c.ruz 

County , at that t,imo was neeli~ eompletion •. and in ord.or to' 
~ . 

handle ,the prod.uO'~ of this plo.:c.t the. C,Oo.st :tin~ ,Railway .( e. . Southe:z::o. 
. . .. '..... \., .. '~ , . 

Pacific ~bsid.1ary) was started from Santa Cruz to' DaVenport. 
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T"lle Ocean ShoroRo.il,my .ColDl'~YO was slso a:c.:douz to reach this 

:prod:o.cor of to:c.no.go and. at least get its zh$.re of the, tra.ffic. 

~Ae Ocean Shore Rai1wsy Company heving s prior and bot~or looa-. 
tion 0.130 entered into a. contract 'With the Coszt Lino Rtl1l'WC.Y', 

whereby scong othor considerations the construction of ,the rond-

bed tor some mi1ocbotween'Santa Cruz and D~vonport was to bo 

j~1nt work between both compcnies; tAO pl~s providing for one 

Coast Line' tro.ck :::.nd two OCO$ll Shoro tra.cks. This :portion of 

tho Wj rkwe.s actually comp1etod.~d the contro.ct tulf1.11e,d.,. the 

OcotJJ:. Shore.As.il~y'Comp~ paying in general :fi:ft7-eight-

eighty-ninthS (58/89) of the cost,. The earthq"lltlke of April 18" 

190& did considerable aamage to tho roadbed., and the periOd of 

finsncis.l stri:o.goncy which followed. tho San FranciSCO di~ster 

greatly oc.bc.rra$Sod the compe.ny, which from tbat timo oll~o'tm.d 

itself in cont1nuellyo rising financi~l di:ffictilties. It. mey 

boo steted thst this disaster waS tho initial caUSe for tho 

b~ptcy, Which finelly came e.'boutin December, 1909. Den 

tho Shortage of money becsme ~foot on every 'side the olec-

tric conctro.ct10n and eqtz.1:pment contra.cts wore ~bbroS$ted,. and. 

&lthough t~e eompan~ tried to maintain itself by repested sssess-

ments. on the cepi tal stock and by finally attempti:og to dispcc:e 

o~ its bonds in one hundred dollar denomdnct10n, thGse measures 

proved to be o! no ~vail. ~y notes were issued bearing ratos 

of intorest as high as 10%,. end. bonds to, tho :lI:lount o'! o.1mozt two 

million dollars hypothec~ted as securit~, with tho result .tbst 

finally tho security wez teken and sold.. It is ~pozS1blo to 

ascortsin the total amotUlt of the notes issued, but their e:z:to:c.t 

r:.e.y 'be indicatod. by stating thet t:bero was paid. in interest on 
~ 

notes in the neighborhood of $%10,.000, which 13 only' $.75,.000 less 

t:aa.n the total interest :paid, on bonds. construction cont~eta 

for the g:z:a.d.illg work from t:b.c beg1%ln1:rlg were let whorever possi-

ble on e. 'bond. basis, i. e., the contractor 'was roquired ~o,· 
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~e· part of tho contrc.ot. prico in bondo. ~o cezh value of the 

bondS as c. :::ule was.. fixod. i:o. tho construction contracts (usualll'" 

a.t 91) t :.nd. this f~ct rosul tod in mo.ny diff1cuJ}~iGz. whon tho 

co~p~ defaulted on ito. ~ond interest and·t~e value of its 

zocu.ritios lessoned.. 

connoction With this valuation. 3incO it affocted. eor1ousl~ the 

companyY $ charges to capital tl.CCO'ltC.t and. tho s"i;a,,;omont oi orig1::cs.l 
.' , ' ' " • • • '. ' ',J ,~ • 

cost. In 1905, at a~out the sc.mc time ~s the Ocean ShOre Rsil-

wey COml'3.nl W&S incorporated, there waS- 1neoJ:"l'ore.ted. also tho 

S".a.ore Line Inveztc.ont Coml'3.lly, which deo.lt in land.s o.lons:,the 

route of tho railway company. It wac tho intention Of. the r.e11-

wey to octe'blic.h a fast $ub'O.%'ban servico 'betweon a n'Ombcr of 

ncwly.le.id out t~'W!I.O snd. San Freneiseo, ana.. IIlSll:1 :people' had. in-

voS'i;ed 1:1. the lends of tho Shore Line Inveo.t:nont Com:p~. Zao 

roc.d. was thoro!ore oponed for opor~t1on a~ fact as po~1o~ of 

it· wore comploted, tho oponing of tho first section oe~ng in 

1907. . The bookoof the co::pa.~ wore clle.nt:;;od. to a:o. opera.ting 

be-sis on Ja.nuary l. 1909. end the last portion of t:o.o road was 

:put in opora.tion on'MtJ.l 16, 1909. At this time tho northorl;sr 

portion of the line from San Fr$ncisco south bad reached TUn1tas, 

a distanco of 38;.2 miles. ~lld tho soutAorl~ 'end. from Sants. Cruz 

northerly. had. ree.chod Swanton. ~ distanco 0 f 15.5 milos.. Thoro 

was loft 'Ollcompletod "r.c.e Gap'" between T'tm.:ttas and Swsnton. 8. 

distance of 25.56.milez. No noVl construction wac underts.ken 

Since 1909,. end the roa.d. remains 1n this 'OllfinisAod condition. 

toc.sy. 

In 1909 thore retl$inod to ~e constructed. not o:o.l~ 

those 26 miles of "Gap·~ 'It on which only a. portion o:f the grad.ing 

:b.a.d boon done. but tho oporated line. owing to its tmfortunate 

loce. t10n 1nmc.~ plecoo. we.s bu:rctened with u:c.usuc.l hosV:1 tla.:tnte-
" .. .." 

ne.nce charges, 'While tho ea.rnings of tho cOI:lpa~ were much 10Vlor 

t~ ~d.boon nntieipated.. 
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On ]ecember 6, 1909 e reooiver wes appointea for the 

properties of the ~11\Vc.y company. s:c.d Seven monthS. later, in 

J'oJ.y. 1910', the Mercantilo Trust Company of San Frt.?no1sco, 
. ~. . 

trustee, doclared the Jtrillcip~~ of the ~ond.S pa.:rable under the· 

condit:tons of tb:o :Deed. of Trust. for non-paymont o:e interest. 

~on petition "or tho Trust Com~a.~ tho Court gt1:'W' permission 

for tho foreclosure aalo o'f tho rail my's proporties •. " At this 

time t:a.ere were outz't$nd.:tXlg 'bondS to tho ~&r valuo of $4,955,000'. 
, . 

To better protect their interests the bondholaors got together 

and·~uthor1zod tho Committee to puro~co the road for their ~-
. . 

count. r'Ae· ter::lZ-· of thiZ snle will be discuss·ed under the fol-

The 'bon~oldore c'ommi ttee 

took possession of tho proporty on Feb~=7 2. 19l1', and. the 

capital stock of tho old comp~ vre.s Wiped out. 

On October 9, 19l1 thoOco~ Shore Railroad Co~pan~ 

was organized, its p'I.1.l"Ilose beiIlg to engage in the. 'busineSS of a. 

common ca.rrie,r and to a.cquire- parts. of and comploto a r~11roo.d. 

f:-om. Sen Francisco to Santa Cruz. This new e Olll)?e.:oy iliheri ted. 

a large :portion of the:difficultiee of the old compa.:c.y,. end haZ 

not yet ~ecll able to f1n:tsh its prog:rnm" neJl\oly" tho making 

of the Ocean Shore into 0. through line from ,San FrSllcisco to. 

Sa:c.ta. c..."'"Uz •. 

The following tnblo ShOW3 'tho milecge,. operative and 

non-operative, the former sogrego.ted into diviSions" cOllllti'9s,. 
" 

main a.nd Side trackS: 

~crative Mi1ease 

Northern ~ivi~1on,. Sen Fran~1sc~ to Tnnit~s 
South em . " S~nta Cruz to ~ton. 

(Figt1res with a.steriskS- aro those subm1ttedby the eOll1Jt~) 

CE'igures without sster1sks a.re thoco submitted by the Com-.. 
mission fa e:agineering depe.%'tment.). 
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jjivi$lon OOtUlty :M1les 
lrP3 " Sck s·jae Trncj,- TQtal : 

Jiorther.c. So.n Francisco 7.49 7.46* 4.94 4.78* ~2.43 12.24* , 

" S~.n VlAteo ' * ZQ.op,.ZQ·6Q S.OS 5·3"·' ~5.7~ ~!h27! . 
" ~ote.l 38.15 38, .. 1Z* 10.0210.09* 48.17'4$..21* 

Southern S~.n:ta ~nz 15.55 15..5"· 2.SZ- ~S7* 18.38 leAM!: 
Tota.l All ~.'lQ ~ .. 6~* l2..,S5 lZ.~* 69~5.£.. 56.25*. 

Non-QEerative Mileage (not comr>leted.) .. 

countr loe~t1on 

San MAteo ~ te.a to s. c. CO'tUlty- L1:o.e 20 (appro:). 

Santo. Cra.z. Santa. Cl"'IlZ Co. line to .scott J1l:o.et1on 

All Tnnitaz to Scott Jttnotion 26 tr 

As sta~ed bofore~ tho road waa dezigned as & double 

trsek re11roed~but is now 'operated ss a Single track $t~dard 
, 

gauge stoam %':l.1lroa.d.. oxcopt !'or some 2.4m11os 1n the C'i t:v of 

San Fra:l:cisco. w".o.ore f~chiSGS. compol the company to use elee-

tric power. Pr~eticc.llY' all the grading end. ~he major1~o~' 

tho treztlos sna culvorts ere for $. double track road. ~o 

San FranciSeO terminal 1z a.t Eleventh and Mission Street&. 

J?hys1oal e;onneot1on is made with tho joint Southern Pa.cific Slld 

Santa ]'0 tncks at Army and. nlino1s Streets. and. there is also 

So phyc1c$.1 comloct10n with tho Southern :e'e.ciJ;1c Comp&Jy"z trs.clre 

at Spring Valley-. The san Frenc1sco terminal 1 s ,well 10~~d, 
but tho Santa Ora.z terminal is 'OllSo.tisfc.cto:y. Th0 .. eomp~~ 

I ' 

however, hasright3 to a better location 1n Santa Cruz. as eoon 

as ito::ln tult111its franchise condit1o:o.z, which cc.ll tor elee-. ., . 
trio power ovor the .8& milez remaini:og to be bUilt. f.b.ere is 

a phy31eel eo:cneet1on ";1ith tho Southern Pac1tio at Santt1. Cruz. 

It may bo of interest to state here that the Board of Eng1neers. 

a~pointed by the Cir~1t Court~ estimated in 190~that tho cost 
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of additional to:1lli:cel f~c1litiec at Santa. c.ruz would reach . . . 

$354~842.37, but this amount would provide for facilities to 
h~dle s. large traffic on the completod road. 

~og1nning at Twel~ and Mlss,1on Streets ~ San Fra~ 
ciSco the line follows tho cit:v streets for s.J?pro:dma~y 2.4" 

miles to the company's shops, where it ~oets the freight lino 

extending frco a junction with t~o joint Southern Facif10and 

Santa Fe traek2s.t. lu!m::; and nlino1.s Streets. This portion 

of tho line 1$ operated b~ electrioity, the powor being pur-

cb3sed ~d distributed by eetenar:v trolle~ s:vste~ with stoel 

center pole end brackot construction on the rwe~h Streot 

line, o.nd s. 3~ple span SUSpended. trolloy Wire on the A:1::1J'3' 

Streot line. From tho. shops tho line folloWS the bed of 

Islais Creek to a Summit no&r Ocean Viow, ana thence to the 

ZAoro o~ the Pacific Ocean. Upon reaching t~e Ocean the lino 

is "ottilt elong Mussle Roek :Bl:~fs for some two miles, with 0. 

ma.:::i.mtml elevation of about one hundrod and fifty (150) :teet 
above the water. 

cohesion enough to :permit :teep slopes when dr,y, but beiDg 

of tho consistency of ~ck-3and when wet. On Miles II am J2. 

clo~e over one and ono-hsl~ million cubio yardS were moved, 1h1S 

i:c.elUd:i.ng excavation and pay embe.nlmlent· o~. Oond not overhaul. 

~o tra.ck at ono POint is tod.a.y some fifty foot i%lJand. from its 

original location, the.inroadc o~ tho Ccea.n at tho foot of the 
bluf~ ~v1%lg forced this move. ~Jli3 part of tho lino has boen 
in the past and w.tll alwaysbo expenSive toms.1nta.1n. lio$V1:ng 

the bl~$ tho road orossez tho mouths of severel fertilo vnl~eyS 

With comparatively little ~o~vy work. until .Snn Pedro POint is 

re~ched., in lttle 19;' thon for a.p:prO:d.mo.toly four miles the line 

continues sloDg tho steep bl~fs ovorlooking the Oce~ With tho 

grade of from one hundrod. to two :b:c.ndraa ~d fifty !eete.bovo 
, 

the water.' ~ slopes here a.re very precipitOus, a.nd. the work 
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wac he:-..vy. and. in the neighborhood o:! two million cubic ~rdS of 

material. :nostly loose and solid. rock. were moved. northerly :fotlr 

miles." So-:.therlY' from theso ~lu:£:ts tho road o.ga.in CrOS3&3 tho 

mouths of severo.l fertile v--....lleya :md lies. on tho tn.blo lana. some 

distanco "o~ck :from the shore. 

crossed on high' sillgle treck trectlos. 

'bluffs a=o ~1:l. onC01JJJ.tered. o.nd. hoa.vy work was necee~ry. until - , 

just south of ro.ni taz the track o.roszec T'Illli t~s Creek;' and. a 'tew 

reil lengths 'beyond the end of track is found.. this 'being tho 

southerly end of tho northerly portion of tho road. , Tho 10-

e&t1on for the next twenty-six miles of unco~pletod line.' ~f.ne 

Gap" continues to follow the betlOh and. tho c11:ffs. Ap:pro~tely 

ono-hslf million dollars worth of work has beon dono on this 

unooI:lpleted. portion of the line. the principal item ($578'.000) 

In this valuation all work done on "The Gap" 
'is elassed. as non-operative proporty. ~he notthorl~ terminus 

, , 

o~ the southerly portion o~ tho road. 1::; Sr,;oJlton. which lies a 

:few, miles inland. and is tho distributing point. for a la.rgo 

timbo:- couutry. From Swenton to Scott Junction the rood. lies 

i:o. Scott'Creok V1l1ley,and. construction wor:t wa~ var;y light. 

From Scott ~et10n southor17 ~or a'bout eleven miles tho ro~d 

is on the ta"ole lend. s;oout ono-half milo inland. from tho OOGan., 

~Ai$ table lsnd' is cbout 30vont7 foot ebovo tho sea and. at 

into~ls cut by d.oop gulches. For the last two milo,s of the 

struet10n W~$ rsthar ~ight •. 

~Jle originD.l :plans for this !.i.no contomp1.9.ted. So :t"oad. 

o:ttho 'boct construct:ton standards, but owing to e1X'C'llmSta.nces 

w:b.icJl havo 'boon touched. upon horetofore 9 tho compo.n:y found. it im-

pOSsible to a'd:'a.ere to "~heso intentiOns. and. on the ens-tills line 

as So whole the sta.n&l.rds of co:o.struc·t1on a.ro not high. exeept1l:lg 
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~rom t:bis sta. tement. pos :::1'01,.. tho fo.et .tb.$ t large and pe:t1llSJlent 

fllls and dre.inage tunnels. rather than wooden trestles. a,l"e 
~ound on tho soutAorn portion o! the line. T~re are no steol 

oridgo$ and ~vert~. ~o stan~rd double trcek roadbed wn3 

conters. T".o.ese dimen.e10ns indicate lUl:n"O\"i sho'tlJ.ctorc on em"o8Jlk-

~ents and ~l ditohes in out~. ~o,re i $ but one ttml'lol on 

the line., It 1z timb~red and. 1't$ sect ion 1 S ' small. Tho eon-

struct10n of the wooden trestles must be considerod as light ~or 

ste~ road ~rsctice. but it should be stated,that the original 

plE:.ns wore :eor olectric powor tlnd. tha.ttho30 bridge:: wore lookod 
upon $03 structures to last onl~ until they could bo filled. a.nd 

no~ as po~ontbr1dSos. 

treated fir and partl~ split red-wood. !loll o:t the southorn division 

hav-,i.:c.g thelattor. :Ra.il we!;: bought 
.I 

nsw and is 70-1~. Bossemer stoel. except for. somo four miles o~ 

52-1'0. Bos3emer stool,. The tra.ck as a. whole is in f.air oond1-

t1on. considering that there is little or no ballazt under 1t9 

t:ac.t it is 1n So compara.tivel,. wet CO'tllltry • and. tha.t tho mainte-

nsnee forces have boon at a mi~. 

~AO company owns and. opero.tos :t ts own equi:pmont. which 

is partly new snd. ~a.r1;ly socond-he.nd. 

~~O comp~ ~t tho present time, operates three (3) 
paszonger trains oach way daily between s~ Francisco and. 
TtlnittlZ. and one (1) pa.ssenger train each wO-y daily between San 

Fr.ancisco and. Halfmoon. Two (2,) a,ddi t1ollll.1 pas songer trains 

f'.c.e.re is s.lso operated. one (1) freight train da11y, ex-

copt S'Wld.:lys, betwoen San Fro.ncisco and T'Im1tas. On tho south-

ern diviSion. 'between Swo.nto:c. and. Se.nto. Cru.z 9 threo (Z} mixed 

tr&ins dsily are operated eaeh way. In winter the nttmDGr o~ 
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trains is u3'1lS.l]s reduced. 

2. ""Stoc:ts ana :Bonds. 

!!!he orig:tnal Oeoa.n Shoro P.ailws.y Compe:n~ waS es.pitalized 

a":: $Z~OOO.OOO, snc1.th:ts capittl.l:Lzo.t:ton wa,s later increasod. to 
" " 

~5~000,000. Tho COt:l'pa.:ay owes its incoption to Mr., Altred E. 

:Bowon, who, previous to tho incorpore..t10n, ha.d.ms.de some 3'OrV'eys" 

acqUired. SOIlO options, es't~tes ana. othor dater, and. had. had 

maps prepared. o:! the pro:p030d roed. ot tho :f;e3,009 cash aub-, 
, 

sC::-ipt10n, ($).,000 per Ill11e) whioh WaS paid tho tre~sure:r: at the! 

incorpora.tion o:! tho com:p~, Mr. Bowen subsczoibed threo hundred 

In,conside:re.-
tion of his services and. o~ $500,000 cash paid. by him Mr. :Bowen 

was voted all the cepit$l stock,and took control of the compa~. 

7r.o.en the stock was increas'od by 20,000 sMres to $5,OOO~OOO', Mr. 
I . , 4 '. , 

:SWoon was voted l8,OOO' s:b.e.res in oxcho.:c.ge :for $250 ,000" cash, and 

in conzidora.t1on of his turnillg over to tho com:p~ certain 
options ~d cont~ets. 

, 
This tottll of $750.000 received from 

Mr. Bowen ~3 all the money tho company rocoived aside from the 

sale to the public of suoh bonds ~ stock as it was able to 

d.isposo of ~d from sevon (7) assessments on tho capital stoek, 

which a.mo'tmted to $1,592,553,.50, i:l.clud:Lng ono (1) s'sses.sment 
" 

of $380.10.3.50 on t:i:lo now, namc1:v, Ocean 3ho%".0 ~lroad. Compa.~ts 
stoc~. It ..-:o1D.d thore~oro eppe$r that $2,342,503,.50 was .:reooived 

in easil c.Side :frol:1 tho procood.$ of tho salo o~ bondS. 

The bonds of e $5,000,000' issue were issued on 

November 1, 1905, the issuo Cc.ns:i.sting of 5~000 bondS of the pOor 

vo.l:o.o of $l,OOO' ee.eh, 'bearing 5% interest, B:C.d :pD.:vable in thirty 
(30) years. Thoso bonds wozoe e. first mortgage on tho entire 

:prope=ty of the comp~, s.nd the ~0rca.nt11o Trust Co:o.:pc.nyof ~n 

Fro.ncisco·wa,s named as ,rustee. 

Mr. S. G •. ~~hy had made s. tentative offor for tho 

- l2 - 97 



p'tlXci:sse of thece bonds. aDd it ms voted. to diSpose o~ n1:t r4 
, ,. 

-:;ho:r. to h1m. nt 9l; 'but in Mc.rch,. 1900.,. Mr. '!/tiJrp"b.y retracted b,1s 

o~fer,. ~nd the comp~y tried 'to diSposo o~ theze bondS directly. 

pr:t:c.cipa.lly to purcA$sere within tho State of Cll.l1forn1a. 

It has 'boon st&tcd'horoto~ore that ~bsoquent to tho 

o.a.:rthqo.a.ke o! 1906 the eomp~ i'oWld i tsel! in f1ns.neie.l dif-

fieul~ies. which ultimately reSUlted in the ~ppointment of ~ 
>'.,.' 

tAe purchAse of tho ro~d by the bonanolaors. In J'Uly,. 1910. , 

the d:l.te of the Cou.rt t s p'ormiss1on :for t:a.e foreclosure stlole,. 

til.ore were outstand1ng 'bOMS of this c or:tf?fJ:rry to :tho ]?o.r 'VSl'O.o 

~ho.aoUl"t=de tho fOl~ow:i.ne provisions in 

the te~ o~ sale: 

l. 

2. 

I 
T".a.e min1mom price WD.S set et $1,000.0001 gola. eo1n; 

There W$S to bo paid. 1n cash by thepurchazor. on 
the :fa.ll of the he.mmer. $l3l.433.59~ to 'lie expended 
'bY' tho T:rust Company at tho' diroetion of the Co1l:rt. 
in pa.ymont of: ' '. 

fa) Corta1n legal exp~ns~s, coots. foo~A ate. , 
, , .....•....•.•..•......•....• $17 9 012.57, 

(b,) ~eeeiver's expenses ••••••••••••••• 72.S19.U . 
(e)Contostod nppl:tea.:t1on~, .' .......... 41,001.91 

tl '!II .,., . l!. ' 
~o ~ $~ swovo ••••••••••••••••••• $lZ1.433.59 

3. fhe, pure~ser ~s to assume responsibility :forothor 
ela.1mS which mght be entitled. to ;priorit,- in 'P8::r-. ", 
mont over tho 'bond.s and. which tho court a.d.-n.sed would 
not e:eeed $l~O.OOO~ 

T"Aoro wore other :prov1sionz. in tho terms of' ~le, "out 

t~e foregoing ere the prine1p~l oneS. 

~e sa.le took pl$.co on Js:~,:o .. a:r:J J.7 t 1911~tho Com:n1ttoo 

coins the onl~ bidder. Instead o~ $1,000,000 e~sh being paid 

the :price was $:1._035.000,. tho $35.000 being paid in oa.zh z.nd. . . 
tho ~"l.OOO.OOO in tho 'bondS o'! the Ocean Shoro ?.a11wo.y Com.p£l.%l.y. 

Corta.1:c. otho:: p$.T-le:c.ts Slld adj'O.~tments wore made, as set O'llt :tn 

the Commission'S engineoring d.eptl.rtQ.ont's report, with the result 

tho.t tho 'bondholders who .. " hQ.d not 'beon parties to the e.g;r:eel:ll~1:J.t ' 

and. who held about ~O.OOO par value of bondS, l'oco1ved $ little 
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over l~~ on the dol~r of their holdings. The itom of rezponz1-

b:tlity for cls,1I:ls in tho provisions und.or which t:o.e sal.o vms made 

led. to pSytlents. "0,- tho com)?c.~ wllich 1w.ve continu~d. to tho do.~o 

of t".a.e eppraiss.l. tho total amo'1lllt of which stUl rems.i:a.s 'till-

settled.. ~hobonaho1d.ors'comI:littee took poeseee1on o:f tho 
~ 

proporty on February 2. 19l1. It \":'11l "00 evident from the fore-

gOing that it iz impOSSible to state at this t1m&·wbat the ulti-

::l!l.te amount o~ cash Will bo which 'WtI.S :paid. ~o= this. J;ll"Oporty' 'bY' 

t~e bonaAo1dors' com:n1ttoo. The cost to :my bond.:ilolder vro.s w:ba.t 

he ~a. pa.id for h1$ bonda, lese unpaid. 1ntol"ezt. but the a.ctual. 

va.l.ue c:! tho road., as re;pre:sented by·.the actual' cost to tho 'bond.-

ho1dors, is not known. 

fact of t:o.1e ea.l8. lost whatever ~lue it ma.:v have had. and.wao 

Wiped out. 

The new OOtlP~ W~S', organized on Oetobor 9. 1911' • 
. 

undor tho Dame o:t the Ocean Sllore Rs.ilroad Compa.ny~ The ce.pital 

stoc~ of this co=:por~t10:c; i:;: $5.000.000 .... divid.ed. 1ntoSO ,,000' 
• • I ... , 

shares of tho per value of $100' ench; '6% 'bond.s. datod ~cember . , 

1. 1911 and. maturing :Decem'ber 1" 191&,. amountillg to $700.000, were 

authorized, but none of tAOSO bonds were iSsued. 

The :!ollowil:lg ta.ble. tho figures in which were taken 

from the com:p~' S Axm:a.a1 Roport3. presents porhaps 'bettor tilan a. 

lengt~ discussion tho principal features of tho ~~e1al history 

of tho eompc.ny sinco it began making reports to, tho Commission: 

No. Itetl9QL l~~ *19 ! 911 " 
1 MIleage oporated 36 53.7 53·.'7 53.'7 
2 Cap1toJ. Stock ~.OOO .000· '$&,000 ,,000 None $5.000.000.00 
3 ao outstanaing5,000,000 .5,000,000 ~ 4,79&.300.00 
4 :Sonas 51'000,,000 5,,000 ,000 ~ Irone 
5" " 2.547.500 5.000.000" 'ff 

6 Tot.c.l :Joct " 7,547,500 10~,o00.000 tT 4,,796,,300.00 
.'7 Eonded Interest 

pa.1d • .;;. .... '... ...... l08,000 
. a Other, tT paid. •• 
9 To~l ~ ''ff •• 

10 ~1ab111t~.pr.m1. 
llrre~ opr. revenue 

0:: dof1c.it ...... .:. 

l38.790.00 
24 235.9·5-
~: 
180,2.19.'14 

" " 
44,152.54*" 
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12 Cost o!.~oad 2urohased 
13'Add.1tions&'Bett-orments 
14', I:lve~t::1ent:,Roe.dand EqUip-

ment· since J'lme 30 •. 1907 
lS'do per mile. 

* Xorepo~ for 1910. 
"-" •• , I 

Owned 07 oon~olaors in 1911. 

*- :Deficit. 

S,Oso.,4SS.64 
SO.6~.50~* 

5,107,56.1.44· 
95 ,l.14. '14," 

** $12:,300 &.lso expended· for equipment, not 
includod in ts09612.50~ 

3. - ~evenue3 and ~ense~. 

Traf~ic &nd. Eovenue are not of opeoi~l interest in so 

fer ~s this vsluat10n 1s ooncerned. A few of the more impor-

tent items usually considered are taken from tbe Annunl Reports 
of the comp~ and. arc shown in the following :PSl'egrc.:ph~ 

r.a.o year 1911-12 ";1O.S tho first 1n which a net oport:l:t1ng 
, •• c 

revenue was returned. ~is amounted. "'0, $a ,196'.36~, or $lS3.20 
po::, mile. At this the ra.tio of oporating expenses to opera.tiZlg 

I 

revenue VIne .939; on other and pay-lng roads this ratio 1s. uaus.lly 
f. fro:m., • 6~ to • '70. 

?assongcr Servioo Train Revonuo 

N'tICl'bor of p~$$e:c.gers c~rried ec.rn:i.::lg r~venue 84,.058' 
w., '.' _ • ' •• 

" ono mile 

~ -
Average d1$t~nce carried. 

one milo per mile 

miles 

1,S46~6S1 

, 34,SJ.'7.' 
; .. 

21.97' 
P~zsonger Revenue 

Excess Baggage Revenue 

?arlor~nd Chair C~r Revenue non 0 

!:J!s1l Revenue 
.. 

Exprosc Revenue 

:Milk Rovenue (on pazsengor trs1ns) 

~ota.l Pazsollger SOrvico ~:ra.1n Revenue 

-15-

$42,660.20.', ' 

1,450,.65' 

1,'703~8a 

--..b:075~3~ . 

$46 ,.899'. 7~' 



Passenger Service Train Revenue per 
milo of :"oo.'d 

Passonger Service Tra.1n :Revonue. per 
. tr$in milo 

Nutlbor of tons of tevenue freight. carried 
n n.~ ~ w n ft· one mile 

ft· "., " . . 
·por mile o~ road 

Freight Revenue 

Average rece1~ts por ton mile 
Freight revenue por mile o~ r06.,d 
Switching Revenue 

Revenue other than from trensportst10n 

$876.6~ 

.'75598-

145'7ll 
2531202 

.' , .. -.,. ......... . 
4'l3~ 

tez.. 037 • '7 Q. 

$ .03281 

$ l.552.11 

$ .3·,l25.00 

$ aOo.8'7 

Averagos 
-, 

Averege nUtlbor of. passengors par ear mile 

" " " " " train milo 

" " " po.s:sengor oars J? or trtl,in mile 

" " " tons o! :froight per loaded osr milo 

" " ft Tr " " ". train mile 
n' " " freight co.rs " tY' " 
" n w loaded " " " " 
" " " empty '" " " " 

!lnle freight moved is elacc1!1ed ss follows:-
Produots o~ agr1eultur& 4.22% 

'7.'71 

58.74 fa) 

18.59, (b) 

,2·.2'7 

" 
. ,., " :forests 

mscellaneous. 
8,.26 

.21 
Ib6.Qo.;t . 

(c.) Prine1:pe.lly cruzhod. rocl:: and sand on NorthomJ)1 viSion. 

(b) Principally logs on Southor.n ~1viS10n. 
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30·.00 

2.63· 

18.85 

48.4& 

4.31 

2.5"l 

1.74 

70"':' ......... 



~hc bulk o~ tho :&e.csongoX' buz1noss i z S1llld.a~ a.nd. othol" 

excursions to tho vo.l"ious boachos e.lOllg theOeoan s.l though the 
eom~any ~s a fair ~11y business. 

The ~Ollowing table presents the principal traf~1e ana 
revenuo stet1sties for those years the comp~y ~s made Ann~l 
Reports to the Commission. fro~ which 'reports theso figures are 
ta.ken: 

Item No. Itotl At ~o ond of,. or durillg,. "3'00.1" ondillg 
. June 30,. '- " -... ,- .. -...... 

1 

2 
3-
4 

5 
o· 
7 
8 

9 
10 
11 
lZ 
13 
14 
15 

16 
l7 
18 

19' 

·1911 ~9lZ 

MA1~ line, milea.ge 55.7 
Eotit;emont owned 

LOcomo!Jilvo8 10 
'PaseoDgor c:::.rs 19-
'F:::-oight, ears 127 

Earn1n~ :aQ,Eore t1n~ 
. Passenger .~l"~in $ 21,.349.10 . Fre1gh't .. ,. 45,.299~6o. 
'Otller,(8-{S plus 0) ) 2.,. 9'10'.78 

Tota~· 59,.519.54' 
Exp¢nsos:a ~erat1ns 

Me.1nt,. WfJ.'Y, & Stnets. 55,.284.45 
tr E~'01Jimont 15,.759.08-

T~:porta.t:ton 32,.559.43 -rraff1c' 1,.373.47 Goneral 8,. 785.'04 
Tot~ 113,. 762.0S-

~tio Op&rating ~ 
ponses div.ided by 
Opora:'~:iD8 Revenue - ~.6Z Not 'O"perating Revenue 

44.lSZ.44 * or doficit 
!~et' Operst'ing Income 

.. or -loss 45.,83'7.34 * Net aorporate ~ncoQe 
or loss 52.613.~ '!t. 
Add1t1on3&Bettor.ments None 

Note: Aoad ~laced on oporat~ basic 
Ja~ry 1. 1909. No roports 
for 1910.; . 

* : :oe~1c1t or~s.s 

4. - Original Cost. 

53.'1 

11 
2'5,-

109-

$'46,899.75 
83·,.OS7. '7&-
3,.93~.S7 

$133.,. S6~.39· 

21,939.42-
28,,335.19 
54,.160 • .35 
4,.225~34 

l7,.0li.72 ' 
125,.6'f3..0S. 

.94 

8,.l96.36 

2,.717.8& 

7.440.76.* 
62.91.2.50.· 

!I!ho original cost of this proporty ~s fotUld. on the 

e~m.p~re books and as given in its vo.luat.1ondooo. not :ropresent 
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what the cost o~ the ro~d would have ~oon had all expendituros 

boon paid tor in eash. ~his is true because payments were mado 

in oondS which were ch~rgod to t~o books at values differing at 

times very grea.tl:r ,from the 'bonde" markot -or c:'!..sh vsluo. !rAe 

actual ¢ecA value of th&oe o:z:pond1tures as :;:. r'ttlo a:voragos con-

s1derablo leS3 th~ tho "bond o%penditure" ~ppoaring on tho 

books.. As it is impossiolo to o.zcorlo.:i.n -:llo cech vsluo of oaeh 

bond a.t t:a.e time of its d.1zpostlol, it is ent1rol:r impossible to 

find What would have been originSl eost if cash had boon paid. 

with these f~cts in "View tbo 1m~ort3nee o~ tho original 

Tho original cost, ie ~~her elotr.de~ 

"o:r tho extent 0'£ e::pcnditures fo:::- property now a.'be.ndonod and. :l:or 

p:rope.re.t10ns for a. d.ouble track roe-d., prepe.rat10ns whieh were 

never completed as f~r as the laying of stoel or operating on 

this second track ~re concerned. These expenditures,. for wh$t 
'. , 

might be ealled. uneoI:J?leted cons'tl'1lction, together with their, 

proporoverheed ~harge3, ooy ·oe consid.ered e. to~a:t. l03s. The 

czpondituros .!or ~roporty now ~banaoned·ar0·not now, of course, 

an ~$$et to the comp$n:r- It 13 :probable ~ tllnt tlley wore 
, 

just1fied at the time tho~ wore mado,. but thoy should now cor-' 

't~tnly be written off and not sllowod under original cost. ThiS 

item of ~~~aonod property in tho Engineering :Departtlent's 

valuation amonnte to $159~92l.Z2. 

T".o.e ~r1g~l cost a.s submittod. by the comps~ wn.s 

checkod by tho Com:o.iss10n' z engineoring department o.nd. V11 th ther' 

'books of the comp~, and. while SOIlla errors were :f'ound and. s. 

differenco of opinion eXisted. a.s between tho eomp~r:. and the 
I 

Commission 'a enginoeril:lg dapaJ."'tmont. :rego.rd.ing somo items which 

it is believed should be written O~9 the books woro fO'Olld to 'be.: 

properly kO,pt.. SuPJ?ort1l:lg tho book chc.rges are over 16,000' 

'Vouohers, IXlaXJy of which are account,~ vouchers for 'bookkeeping 

puxposes,. which do not authorize book oxpenditures or show re-
• eOipt. 
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~~ of the vouchers are missing,. end this is explaiXl.~ "oy the 
COtlpe.ny as "oo!.%lg the ros'OJ.t of taku.g them to Co'tlrt invo.r10uc 

sttit$~ from where thoy wore never roturned. Entil'obookS have 

been lost, in this 3$JllO way., So pertinent :tact in this connection. 

"oe~ thet there is no satist~ctory continuous reeord o~ vouohers 
representing peyme:c.ts. hevious to J'a.:rm.ary l,. 1909 oxpendit'tlrGs 
we::-e not cla.ssified as presoribed "oy tho Intorste.toOommoroe 

Commi:::sion,. 'but cm.:rged. to $Ol:le 130 different acco'llllts. TheZe 

were leter segregated to the 4S Inter$~atG Commerce Commission 

Ro:::.d e.nd Eqtz1J:)ment eccotults., 3. prooess. which oou.ld. not be ee-

comp11Shed. without tho, overla:pping of cm.rges into accounts to 

Which they wore not proporly chergeable; but the tot~l w.ez eor-

rect1y carried through. In addition to these two classi!1en-

tions ,tho bookS have "ceon kept in d.i:ffo:re~:t ways and sepe:mto 

oets, of books ,for tho d1:fforcllt ownerS or ~gement3 used. 

These :f'sct3., ,coupled with tho un~'liiefnctory record. of &U1?Port-

ing documonts. mtl.do it impre.ctie~"oleto cheek every oharge, but 

ma.:rly' 0:; tho 1 toms. 'both largo ~d smo.ll, . were verified, am upon 

t:c.~S1nd.:t:rect evidc:l.ce the "cook c:bsrgez were acc.optod. by tho 

Commission T s o:aginoeri:l.g d.eptlortmen.t. It we.s found. that t40 

compan:r o:n1tted from its original oost sttttement So port1on o~ 

e~ondituros for Additions and ~ottormonte ma~e betweon, 

Decom"cor 30. 1911 o.nd. J'tlne 30, 1912~ 

eluded in the Enginooring. :Dopo.r'~mont 't s, orig1ll$.1 cost sta.tement •.. 

I wish to call attention to tho principal itom.$ o~ 

origlncl cost o! this propert,y. 

~e tote.1 originaJ. cost of tho land ow:r:.ed. by this 

eompc.ny. incltl.dillg :right o'f we.y and. station grounds and. ot:b.er 

real est~to. is ~70,490.S3; 

report *645,449.2~ of this sum is considored as operative and. 
. ' I 

~~,04l.62 as non-o:per~tivc pro~erty. It appecr3 that the 
, . 

ac~u1rement of right, o~ way ~s. divided into throe (3) divisions, 
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eo:npris:t~ the three cO'll1ltiec tro.voX'sod. In Ss.n FraDC is,co the 

:-:lght ,of wa:y ana. tcrmi:c.a.ls wero acq,uired. oy various s.gents: end 
tho Enginooring :DeJ?c.rtmont'z. investiga.tion has led. to the eon-

, ' 

c:~cion t~t t~s property waS &cquirod,in an inofficient manne~ 

e.:c.d. ~t an unusually high cost. 

cisco holdings as a wbolo 9 it is found that it paid. almost twice 

tho tnrket value of tho propor,lciez acquired.. Considerable lozs~3 
were o.lso incurred. through tho abandonment o! certain :pro:posed. 

e.lig:cmont 1n san Fro:c.cieco and torm"nals in Sa.nta Cruz 9 wAare 

options and' first payments on contracts were for.fe1ted. IaSan 

~~teo and Santa Cruz counties the lnnd. :prior to the entrance of 

the r~ilX'oad was devoted to farming or grazing purpOSGs. In 
S~:c. :r.~too COtmt~ 56( of tho tote.l right of Wt:J.y vro.s PUl"chas:od. at 

an average price equal to the market vaJ.ue of the la.:o.d. and tho 

remsil:ling 44% of the right of wc.';! wa,s dona.ted.. In Santa. Cruz 

County o:aly 1% of the right of way wa.z dona.'ted. In t:oo ep-

J?ra.i~ as SUomi tted "0:1 tho CO:::lll'D.Il.;7 the t otc.l o.retl of the 

operative le.nde i3 448.640 a.orez 9 a.nd. tho total co~t is given , 
a.s $566,60 S. 40 • T".:le non-op~rative land. totll.le 45.879'" acres. 

and ~e o~iginal cost is givon as $3Os,274.15~ . Zhe CommiSSion'S . 
engineoring dep~rtmont ~indz tho original cost of the oporct1ve 

'" rigj,lt 0;Z way ~d sta.tion ground.s to "oe $645.449.21, whieh is 
.I 

eq'tU:.l; to 12% of t:b.¢ toto.~ cost .o~ tho roed, and to :z,"lZ,019'.54 .... 

por ~le of operated line. 

~ho ~rgezt Singlo item in tho total valuation is 

g:adiDg. The'co=pany submits for this itom an orig~l cost of 
~2,303,9S2.70: while tho Eng~ncering Departmat~ind$ tho origina2 

,-
cost to be $2,315.~25.7Z. ~ese figures includo tho e%pond1turoa 

for &11 grac"ing on the operative line 9 "out d.o not include the . 

grading done in '~rAe Gap9 tt which is considored es non-operative. 

!he latter fi$ure equals 43% of the total original cozt 0:1: the 
.I 

oll"~iro pro!,orty snd. cmounts to $45,127 .11 ~cr mile of"road. 

- 20 -



Tho overhead or genersloxpondituree on thiS road. , 
acco:::-ding to the Engineering :Department's figureo.~ a:m.OUllt to 

I ' 

$9'14, 744.2Z~ or ~i't~040.34,' pOl' mile of operated ro~d. ThiS 

eqnalsl7%'of the tot~l or:!.gi~ cost of the oJ?or~t1ve propert.1~ 
It e.ppoa.:ro, howovor, that all 

c~ges to this ~ccount arc correct and proper, and a large pro-
portion of this coot is accounted for by the o~ended litisa~1on 

in ~ich this com!'sny fotuld it$e~ and 'by tho e~en$oc conneoted 

In tho Enginooring 'l)ope.:rtmont' z vsluation 'tho original 

cozt is discussod in dets1l for eech ~ccount, end it does not 

~11l be noted, theretoro, t~t the throe ito~s mentioned ~bove, 

nsmoly, land., grc.d.ing and ovorhead. expensos, const:!. tute $:ppro:d.-

~tely threo-fourths of tho,tota~ coct o~ this road. 

mattcro~ faot, tho present oJ?era~oa mile&gohas to cerr.y, tho 
burden of the entire cost of both oporat1~e and non-o~erative 
property; and. conzideri:ag that tho totcl. origi:cs.l cost o~ a.ll 

property, ~ccord~g to tho Engineorine Dop~rtmentrs inveet1-
. ' 

actual cost l'or mile is $105',335.35; This figure more cleurly 
t~ sny statoment shows the onormous wnsto conneetoa with the 

" 

I ~ eatisfiod to ~ceept tho figure of the EnSinceri~ 
!Jcpo.rtment, $.l1d find as a f~e"c tho.t the Original Cost o~ the 
opcfe.ti'vo proporty s>:! the Ocean Shore ?..a.ilroad Company, as of 

June 30 t 1912, is tho $= of ~,373,b67 .84 • 

.' 5. - 'ReJ>J!'od:a.et1on VeJ.uo. 

~hc company in its,~p~ra1s~l st&tos tbit tho Repro-

d:c.ct1on v::.luo of the opera tivo pro-perty 1lm01m ts to the S'lll'A o'! 

Tilo Enginoering :Dopartmont in its ,vs.lua.,t1o:c. 



f".o.o reasons for this differenco are ta.ken up t\Ud explained. in 

hh~ det~1lea ropo:t of tho Er~ineering ~opsrt~ont, to whieh 

rofo~enco is Aoreoy ~de. , . I will t~e up,. however. the prine1-
:pa.l Uftoroncos, which OOCilX' in tho foJ..lowi:cg ~ccount$: 

I 

1st. Gr~ding - reducod by tho Enginoor~ng :Dopsr'wno:c.t. $209.639.86 
2:c.ct .. Interozt - "'; n" ~ ,. 

" 272,9l9;.35· 
3rd •. OtAer Expends..'" .. ·n· w. ,., " ., 2Z5.97S.83 
4th. Continzono::tes ~. ,. ": ", . ~ " 256.,. 052.86'" -

~Ae$e itemc ~ccount for a tot~l of $974.585.90 out of 

tho.total g1van abovo. leaving for all other differeneoa 1n 40 

other a.ccounts and. items an aggregate of $338.009.81. . Tho d1:!:-

fe:-once in gre.ding is explained. principally by the fact that the 

COI:lP~ extend.ed orig1na.l C03t to reprod.uction vaJ.ue. ine:Ludillg 
a ~rge amount listed as the cost of' force a.ccount work. i. e., 
grading for which thero oxist no records o~ quznt1tios. ~he 

Engineering J)~artmcnt ~$ acceptod the compo.:o.y-'g quantities 

when they iVo::."e s'tti'ported by contractors' eet:i.ma.tes and other 
evidenceo of act'tl$l work perfor...e.eo., but he.s allowed $'O.Ch re-· 

product1:on unit costs as seemed. fair and. just 1n this ea,$e. 
T".c.e item Into:rezt io red.uced. in the Engineering l)epllrtment·' s 
estimate bocause the comps~ assumes a poriod. o~ construotion 

which tho enginoaring dep~rtmo~t considers longer than necoss&ry 
:Zor -:he' build.i:ag of t:b.iz road.. ~nd in tlns ma.I1J1er shortons the 

interest period. 

duction ~lue. tho excessive interest period. on mo~~ due t~ the 

financ1$l difficulties in which it passed the lerser part o~ 
its existence. !ba Engineorin5~eJ?artment ~$ allowed interest 

at the rate of 5% pel" year for one-half o! tho e$timat~d. con-

struction penod o:t two' yoars on all oxpend.i tures. except, those 

Int~rest on the la.tto~ 
haz boen allowed ~t 5% p~r cnnnm fo::."a. period o~ two ye~rs, on .. , 
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will be ~ied. up from the begilllling to the ond of the co:cztruction 
of tile r oa.d. The third item, Other Expenditures, is also ex-
toncled. in tho compa:cyT e voJ:aation with the sarno a.m.01lll.t. from 

original cost to reproduction v$.lue. ~e c:bD.rge consists prin-
c1pal~ of o!fico $~larie$. oxocutivo officers' salaries, and 

expencos,bond sale expenses, assossment expenses, or.ganizs.t10n 
," 

exponsos, San Fre.:c.cisco debr13 track construction, ~d. m1Zcol-
laneous oxponzes.. Whilo theso items are properly c~rgeable to 
orig,:L.nsl cost, they cc.:onot, in my opinion, bo considored. 1n their . . 

entirety ss a proper item 1n the cost to reproduco thiS property. 

The ~i:leori:lg Departmont MS ostimated that one-h::I.lf of Ono 

per cent 0:C the total of ClaSSes 3 to 53, as shown in "Exhibit 

D"" is ample a.llowa.:l.ce for I. C. C. A.ccount 48, Other' Expend:tture~ 
~ 

snd I om, inclined to sgreo with this contention. TJ:Lo last' itom ' 

of the important differences is Contingoncies. This d1f~orence 
is more apparent than real. In tho Engineering Department,'s 

reproduction cost ast1ma.te an a.llowanco for contingencies is in-

clUded. 1n the totsl for acch individual account, while the eo~ 

p~ allows for this item in a ltlmp sum; and. it would appear that 

the ~inee%'ing Department's contingency allowance, therefore, 

is concea.led as feor e.s ready cOI:lp~risen is ooncerned. It rM:y 

"00 stated, however, thst' 'tho compony allowod 5% on tho total of 

Classes 1 to 53, (soe "Exhibit A"), While the Engineoring Dopo.rt-
. " 

ment ,. $ a.llowance is eC1,'tl$l to 2.7% on tho Ztml of Classos Z to 53 ,. 
of "Ezhibit D." 

: ' 

Tho principal roasons for al~ o~or dif~eronco3 

ero found in the method of a.Scortaining $.lld D.l'PlyiZlg C1,'\la.nti ti'ez 
~d. tmit ~lue3:. 

The o0Illl'$%lY mad.e no exceptions to the methodS employed 

by the COmmissionTs engineering departm~nt and acoepted'its 

estimate of reprod.uction cost, and tho Engineoring DOl'e.:::tl::tentys 
figure will be allowed to st~d. 

I find there~ore as s. ~aet that the reproduction value. 



as tha.t term has heretoforo boon do'!ined" of the opor$otive 

p!"C>per"(;y of the Oco$.:O. Shoro Ra1lroa.d. ComptlllY. as of J'u::le 30. 1912. 

1$ thes'Ctl of $4.812,083.79. 

5. - Pro$e~t Valuo. 

T".ac co:::Ip~ fO'Oll.d tho present value of its . operative 

p::'opo:1iy to be $5,807,,220.54'. or equo.l to 94.~ of the reprodue-

t1011 ve.lue. 

present valu& $oS $4.627,319.40'" 0:- oquel to 96% of the reproduo-

!i~fe:-enee. of cou:se" is expl~inod largely by tho $Zmo faetors 

Which. contributed. to tho reduction in reprod.uction value, ~3 the. 

est:tmate 01: tha reproduction eo~t 100$ dopX'oe1ation is 'bae,ed.. on 

tbc ro~rod.uction eost. Tho company on e whole appoa.rs to havo . .. ,"' 
taken a position regard.ing deproci~tion with'w~ch the CommiS~ 

zion f $ engine oring d.o~ment a.grees, c.nd. differences in 1ndi vidu-

al accounts are 'both hishor o.:c.d. lower; 

The method. $..'Ild. 'bo.sis usod. in aseorts.ining the doprec~­

t10n of the verious classos. of ~=O~ort1 are sot out 1n d.oteil ,in 

co=nect1on with e~ch account ~ the Enginoering ~0partmentY$ 

repor'c, Oll file with ,tho, Commission" t~ w:o.ich reterence is hereby 

mad.e. 

~e ::nere $t~tement ths.t the p:::esont valuo of the opora-

tive p:ro~orty o~ thiz comI>~ t accord.ing to tho :Engineering j)e-

part::.ent's. eetimate, a::nountz to· ovor $86,000 POI" mile ~ore1b~ 

Ulustrates t:b.o. 1mportonco of clea.r-eut d.e!1nit10nz of ter.nS. It 
'1fI~ .: 

is undoubted.ly true that the d.epX'ecie:ced. roJtro<'l.uction V$.lue on 
the basis $doptcd amo~s to that sa. 'but this ea:cno,tposSibl.Z" 

bo,··taken a.s an :i.na.1ee.t1~n tha.t tho estimate of tail" or presont 

veJ:o.o" as this- term is UStlSlly 'Cndorctood. 9 is e.:c..:rwhore non%' t",.o.a:t 

sum. ~e la.tter valuo would take into consideration ~ ~cetora 

which are ignored. in this :phySical ~1ua.t10n. 



~.. 1 

I :f'inds.z tl fact tho.t the :present vo.lue? az twt torm 

~s he,reto!o re bo on defined. o~ the opora. ti ve p:,op or'cy of the 

Ocean Shore Re.11ros.d Compo.~. SS of"J'O.lle ZO. 19"12, is the S"Olll o'!" 
$4.52'1,3l9.4O: 

It has boon statod. horoto:i?o·re tluLt eo part o'! thie com-

pany's loce.tod. line 1n S:::.n !/'.o.too 0Jl~ St:::.o:t$,. Cl"'UZ countios and. o:f' 

0. length of sP:!?l"ox:!.l:rlatoly 26 miles is uncODlplotod" but the.t con-

siderable work has boon done and a large amount of ezpenditureo 

::lade in connection therewith. In a.d.di t10n to tho non-operative 

;proporty on "'The Gap" 'there eXists certain other non-o:porc.t1vo. 

proporty which is listed in detsil in tho Engineering Dopo.rt-
mont r S report. 

o.et'o.e.l exponditures for this non-operative ;pX'oport7. but' no st-
. . 

tempt ~s ~eon made to find a reproduotion value or present 

vc.luo. The oXpolldi tux-os a.re listed.. 'bocauscth1·g in:f'ormat1on 

r:J:J.y bocome of import1lllCO i't e.t any time this road. is completed . ~ 

and. the entire cost of the line is to be a.Scorta1ned. "Exhibit 

E y '" w.hieh is attachod to this report, shows tho total cost of 

t~e non-opo~ativo proporty ascertained by the Commission'S 

~. foregoing opinion and findings are hereby ap~rovod 

end ordered filed azthe opinion ~nd ~indingz o! ~he Railroad 
COmmis.sion of CoJ.1:torn:ta.. 

:Dtl.1ied et Sc.n Fre.nc1aco. Califor.a1o.,. tbis 2-.9 d... 
dsy of J-ano. 1914. 
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