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rhis prooeeune, was ‘nronght on- the Ra.ilros.d comission'o
nitiativo for the pn:r.:poae of asoert; s:.nin.g 'various elementa entor- , |
1ng :t.nto tha value o:c the prop erty o:f the .'Eata.luma & Santo. Roaa
""“_Ra.ilwa.y COmpzmy mh:.a property is sitna.tod. in Sonom COu.nty.
N Califo:mia. Por the genem:!. prooeduro .m these valmtion oaaea
and. foxr a. geners.l o.escription of 'the worlr. perfomed. by thia cOm-;

'-m”ﬁm o enginow::xng depa:tment in tho*e oa.aes, re-zo::enoo 18 herow‘ Con

nade to tho Cmmis ion's opinion a.nd iindings 4n Case No.zos.beina

tho’ mt‘“r oi ascortaming the. va.l’ae of the prOperty o£ 'the Stocmon}'f*f?ij o

- !!e:miml & Eastern Ra..lroa.d. compan:r. and Ca.sa Ko. 210. being tho
| mattex o‘. asoerta.inins th.e mlno of tho proper‘ty o:L’ tho 'I.'onopah
"‘& Mdewater Railwoad. compw. | | e A
| '.Ehese va.lua:bions wexe ‘begun Tnder Section 20 o:t tho N
| Stetson-}:shlem Act eﬁootive February 10. 3911, a.nd. continu.oa. o
' u;ndor 'che ;provis;‘.ons o:t 't'.he En'blic Utilities Ac‘b. effective

Ma.rch 23. 1912. '.nhe Geotions o:t 'che En‘olic Utilitiev A.ct pert;i--

cnlarly applica.ble -t:o this ;procoedine are Sootiona 47 and 70. As 13.“

‘,usua.l :’m theae oa.vos. I sha.ll oc:d.’ine mysol:t 'to making fina.:lne,o |
- _of £a.c't on specﬁ.ﬁed. elements bea:i:ag on the quest:ton o:t.‘ the valuo -

of thie. compa.m]’ 3 property. a.s shorvm by 'cb.e evid.eno& 1n thia ca.se.

,a.nd sha:Ll not make afinding on -‘ahe qnestion o:t the. 'u.ltima.to 'vs.luo e

“'he proport:y irrespcctiw of the pur;pose :tor whiob. 't:ho valu

. o ,'1"\:




As iz ncaa.l in these valua.tion proaeod.inga I shell dn

comection with 'chia Incuiry: congider the follow.’mg matters:

1. . Organiza’tion. sonavtreuction. and, opora‘tion.-

2. Stocks and bonds.

Ze Revenuos and expences.

4. Origirnal cost, as defined.

5. Roproduction cost, ac defined. :
6. Re'orod.notion ooat losas d.epreciation, as dofined..

shall ﬂrs’b def.’me tho three elomcn..a of va.lne which I
propose to find.' . |

- Dhe tem "orisinal 20St” means the origina.l

DYook cost, and is:defined as the astnal expendi-~
tures ochargesdle to capitel accomnt in accordence
with the Interstate Commerse Cormission’s classi-
fication, in cash or its equivalent in terms oL

cash, by the publis utility for 1ts operative property
in the State of Calitornia. a8 of the date oz :

the valmtion. ‘

The tom “:eprod.nction cost" is doi’imd. a8 the
oatimated coat in sash of ascquirizg the operative
right of way and real estate and of reproducing..
in the condition in which it was aoquired, the other
paysical property of the public wtility in the State
of Celiforria, a3 of the date of the valnation;. to
which are added overkesd expend.iturea for engineering,
law, Interest axd othor Bimilar items. :

The tem "raproa.uotion cost less depreciation,” -
1a3'defined as tho reprodustion cost lezs the 4 -

<ioxn .42 the value of tho phycsical elements of the
propersy, due to use, age, obsolesconce, inadequacy,
or other csuses, this diminution being called depre-
olation, and plus the funcrease in the value of the
»hysical elements of the property, due o age or
other ca usea. thia mcmase being. oallod. appreois.tion.
In a.ocordance with this Coznmission's ord.or d.a.tod. Octobor.
17, 1912. the :?e'ta.lnma. & Stm'ta Rosa Railway C‘.ompany on. Ma.y 1 1913.   ,
:rﬂed an :mven'cory of its property. togetb.er with . ea imnte oz
o 1ts reproauction cost and. roprod.uotion cost e sa deprecia.'cion. aa - _'
of Jnne 50 1912. 4 oopy of the company s ﬁm.l snmmary 3hee1: 19
a.‘c acn.ed. to this o;pinion a.nd. mmed "Exhi‘bit A"
 om Soptom‘ber 1 1914. the Comniesion's engineor:.ng
depa.rtmant snbmitted. to the Commi sion i't;s detailed valna'tion
| report 83 of June 30, 1912 & copy o:f Maich was m:mished %0 the
oompany. A copy of tho :tinal aum:m'y sheet o:t this repor-t: 13
a.ttaohod. ReTeto .8 E::hi'bit "B" L
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I'r:{or to tho hea.riz:g wpon this prooeodizzg tho oompa.ny'
eng:meor took wp with tho enginoonng depar*ment o.f the "om:ission
gertaln. objections to 11:3 valuation report. and in a.ll saces where
physioa:!. q_mtities wore at isano a:o. agreement wa.s roa.chod. on ce:r-ﬂ
tadin points. hawever. _the engineering do'oartment conld. not agree .
with the comoa:a.y and these ditforemes wero presmtod at the hea.r-I- A
ing held Jexuary 25, 1915, &t whioh the Rellroad compaxxy and the |
engineering fi:m in charge of ita valnad;ion weTe repmsented. )
Snbaoqnmt to the hearing ‘the: cOmmission 8. onginoerine, department
’ an’bmitted to the COmmission 8 supplemontal repo:-l; emboa.ying tho |
cha.n.ges a.greod qpon. and ‘a8 oopy or. tb:ls snpplemem;a.l report m a.lso
| ﬁmiahed the compa:w. rhe rina.l summa.zy sheot ot the eng:moering
| dopartmont's sunplemental :roport 8. attaohed. horeto a.nd. ma.rked ,
_"Ikb.ibit c" o Ma:rch 6,. 1915, ‘the COmmission was; advisod by 1ettor |
tha.t the: compa.ny conld not agroo with 't;ha d.ispoaition o:r oar‘aai:n. o
items in. the snpplemental report. thase items boing the aame to
-‘whioh objectiom wore mde 'by the compa.ny a:t: tho hearing on Jénnary | .
zs. 1915. '"hose objectiona will horoina.rtor be: consiaeroa m detan. ; |
A copy o:r the roviaod. ﬁ.nal mmnnary shee'b conta.ining tho COzumiaaion'
£4nding m thic case 13 attached noreto pers ma.rked. "Mibit D" o

1. Orgmization, Constrnotion am'g;geration.

The ?etalm / Santa Rosa Railway COmpany wa.s 1ncorporatod.
'ander the la.ws of calﬂoma on. May 22, 1903. The pro;posed route
of thia railway was :t:mm I’eta.lnma. northerly to Santa Roaa, thenoe ‘ |
' northwoater]y- to I'oreatville. and. zrom Santa Rosa. :Ln 8 sontlmoaterly
~direction’ to Sebas'aopol. | mhia route. however. was. not :tollowed.

mhe cona'tmoted 1ine runs :rrom J?e'ca.luma. to Sebastopol thence to

Santa Roaa a0l ?orestville. mhe Iollowing t‘a.ble prevents t‘he o

miloago* e




' . mRACK mx'i."E"“s""’ L
Divisfon From _To Medn TYBOXL mmck —Total ,

1 Petalmma Se'bé:afopolw.‘ 16.71 ' 2.95.1 19466 -
2 Sebsstopol  Santa Ross. 775, l.22 8497
3 Sedastopol . Forestville S7.13. _1.63. 8.76

Total. seses X .e vteve 31-59 i '. 5-80 ' 37.39 ‘

In addition to the opera.tion of an elootrio railwaq-."_vr -
thia compaw operactea steamers ‘ootweon Betalmna a.nd. Sa.n B‘ramiaco.
maxing two. rouncl trips eaon cla.y. Its marine equipmont oonaists o
of two- s-tem mel steamers. and. also & be.rge which 1 neeo. IntorQ o |
mittontly as bnsines.. ma;y requiro.\ Wd.th the exception o:t a.ppro:i-‘ |
mtely two znilea of Mno. this ‘road was placed in oporation in
November. 1904. mhe railwa.y tra.verses an, agric’o.ltural d.istrict |
in the lower :roothilla of tho COast ra.nge in Sonoms. connty. a.nd
| onerates in & oompara:tivoly 1evol country. with o nm:.sna.l 'phyaioal
'oha.ractoriatios. Ita tote.l length of o*arvocl lire’ amounts to 8.96
milea. or a:opro::imtel.y 28% of the tota.l miloae,o, and 1'53 ma::imm
gra.de i8 3 per cant. I?ower is d.iscribnte& at 600 volta :D., c. by
overhead trolle:'zu and *he construotion i... dmple span anspension.

In grad.ing the roa&bed no heav'y ea.r'thwork was noooaaa::y mho ran
13 ’Io-l'o. A.S.C.E. placed. oz, roe.wooa tiea. ftho trask is wel:‘!.. 'ba.l- .

- well
mwa with orushed :r.'ook a.nd. in gene::a.l. tho road wa.a/bnilt and.

is well ma:!ntained. | -

| For paasengecr aervioo tb.o company usue.lly operatea s:mgle |
cars, making twelve trips daily and fifteen on Sunday, 'betwoen o
I’otalm ana, Sebaatoyol' nineteon trips d.aily and ninoteen on
Suna.ay. between Sobastopol md Sem:a. Rosg; and ai::toon tripa ea.oh
day ‘between Seba.stopol a.nd ?orestville. Freight tmins a:ce m
83 oxtm. the number depending on. the tra.:tﬁc. the a.vora.ge ‘boing
two or threo ea.ch wa;v per &ay. - The. oomoany purohaaes all powor
from. he .?aci:tio Gas and Elootrio CO:npany s.nd m 1912 entoz-ed
-i:ato 2. new contra.o with tha." comany Throue.h this oha.nge tha
coat of power ho.s been very ma.terially red,uoed. B

e




2. Stocks and. Bonde.,

| }'h% Ocompa.ny s a:rt:&cles of inoorpomtion authorizo the.
. o) .,ha”‘e" O-A- L
43308 o:t ﬁspital atock of a par value of "-’100. each reproaenting

& tota.l ;pa.:x.' va.lne o:‘..’ .;;»1.000 000. E

| Tnese 10 000' *shares wero ia:’med'aé follawa- 40 aha.rea |
to the inco:.z:oratora. 8.960 aha:r:ea on September 28, 1903 :for
‘options on two sma.ll horse-aa.r 11ne3 :Lzz. Zetaluma a.nd. Santa Boaa.
:manchisoa 12 Sonom caz:mty. :Eota.lm and Se‘bastopol righta of way
and. options for other rights o:r way., real esta.to. teminala. oto..
and $168.000 in caeh- 900 sha:os were sold in. Novom‘oer. 1904 ot

340.00 per ahare- and. the dis;nosition ot the zemaining 100 sh.area :

1° not hnown. : o
o November 17, 1903. 2 £irst mortga.ee of 31 000, 000 on |
tae omtire p::opo:rty to secure 5% twenty-yoar ﬁ.rst mortg,age ‘bonda g
of dste MgTon 1, 1904, Wse suthorized. In the Zollowing Decom‘ber.‘
$500, 000 of theze 'bond.s were oontraoted £o e 2014 at. 90% o:t' their‘f
“za.ce valno. 0::. April 18, '.'.904. the sale of a total of ¢900.000 o:t"‘
these 'bonds was auﬁhorizea. but no‘.; all of them were soM- 3 On
- April 1, 1905 a; seoond mortgage of. °250 OOO was a.u'taorizod and
6% ten yea.r second. mortga.e,e 'nond.s wore :i.saued. :Ea:.'t o:f these bond.s
were exchanged 2t 9'&- for 5% certi:ticatea o:f :Lnd.obteanesa or ;oa::'
value of $100, OOO which had 'been au:::hoxizod I‘e'bmary 2, 1905. ;
'J:owe.rd. the" end. of 1900. sma,ll 101:3 of . ’cae £irat mortga.ge 'bond.a wero

&)

sold a‘b 95% of their :ta.ce va.lue a.nd. zecond, mor‘bgage ”oond.s were sola i
'at :tace va:l.ue and a.ocruod. intores'c. | R
| rhe Sa.n Franoisco d.:taaater o 1906 and the sa.le oz tho |

| ,California Northweotom Railroaa to the Southern Ea.ciﬁc and Sam;a. I’o.‘ o

_'!:Ogether with the ﬁnanoial Bbringenoy oI 1907. put this company |

in fins.noial dmial‘ties. and. :!.n :Deccmbe:r, 1907 the 10 000 sharos

of capits,l stoc.a: were assossed $10 pox. aha.re. The £u11 3.100 OOO waa

| pa.id. in on this e.ssesamen:t:. '.I!here 13 no record.: of any diﬂd.en&s L

havine, been pa,:m on the commoen. sstoc.‘x:.i | S
o gl




The ::ollowing ta’ble showa tho sta.tna o:f.’ the oompamr a, o
 securities from Juse 30, 1908 to Juae 30 1912, 't:he da.ta. being B
~ obtained from tbe compa.ny'" sozmal report:s 0 thi° COmmission.

-~ Tem o - Toazr onding .T'a.ne OTE S
- Xo. Iten ' 1908 1910 1911 1912

1 :E‘undea De‘bt.Fi::st Mor"ga,go ¢ 698000.00 $ 697000.00 $ 697000.00 %94000 00;
Bonde- (Outste.nd.ing). . S

2 Punded Debt,Second Mortga.go 250000 00 250000.00; 250000.00 250000.00
Bonds (Cutstaxding). B

3 Ploating Debt,Notes Mtatma'&seom.w 38000.00 3aooo.oo zeooo.oo",

| 4 Tote.l Debt Ou.ts‘tandins 986000.00 3 985000 00 | kg 985000.00 $974.000.00

5 v "  ™opermila, 26757.12°  26729.96 | 26636.01  26038.05

6 Interest Paid' . . 52211.65" . 5£161.69 52161.69 . BL787.63
7 CapeStock Outitanding 2000000.00 1000000.00.  1000000.00 ,-1000000.‘.'004

8 motal Seourit Les Outsta.na.ing 1986000.00 1985000.00  1985000.00, 1972000.00,_~

9 v " per mile 55894..16 53867.02“ S 53677.65 52826.
A0 Aaa. tions emi Improvements Lt . e -
S and Dodnc-b icms - Railway, 5869 <39 5882.82 (a.) 1:5363.82 2'24.42..79-:‘ .
R S Marine, 657,.0?1' 2727.52 - . 8648.83 8276,“;1'

(a)- $10.ooo was cha:'ged. o depreci&tion PYErs blanket oha:rgo. S

e ocvering 'both radlway a.nd ma.rme d.epartmenta.

Be Revenne zmd. Expenses.

.s.'oont 57/6 of the oompany -2 total revenue is derived. frcm
the mnway tra:tﬁo and 43% from ma.rine tm:fﬁc.. 66% of the rallway -
i;revenue resnlta :trom :troigh!; tmfﬁc.' mhe lu.rgor ;part o:r the totel B
:Croight revemze ia derived ﬂom the water trazﬁc. and a la.rae |

pm of a.ll :treighte :I.s transporba.tion o:t ogga and. aund:y poultry
supplioa.‘fi' S ‘ o B f S ..j
:Bhe pas senger re.tes appear 1ow. a.vemging about 2 oenta
.per milo. _'t:he ma:imum one-vay £a.re 'boine 50 oents. s |
. I'or the ﬁve years end.‘mg June. 30 1913, the gross :mcomo‘.'
lezss operat:ina ezponse., ahowa e const "tent morea.se £rom #34.92’!.60?
. :Cor 1909 to $111.'212.59 ior 1913. Ded.uctme, tho item o:t $1’? 450 |
. reoeived. 'b:r the compa.ny a.a 8. boxms on ..ho newly constrncted. branoh
m to Two Rock. the corrospom ﬁgu::e for 1914 monnts to
4‘96,559.7 or a deorea.se of $15.15...84 over the procoding year. o
mho surplns. :1.1: will be notad. on June 30 1914 wa.s
-6- o




."94 298.97 wh:i.oh is am 1norease o:f $155 452. 2.'5 over 2 dofioit
. for the year 1909 ‘of $59,155426. * :

: !Ehe following ‘t;e.ble presents various revenno. expenso

- | 9 motal operat:(ne, revenue

snd tra.:mo sta‘biatioa Lor. the, yesrs, endizg 3 Juxe 30, 1912 and 1914- o

Item . ‘

. ‘,, 1 Mileage - Ma.in Traoks
| ommme REVEN‘UE

2 Railway ?a.ssengor '“rain Scnice‘.
g "“’.-,'- I'reight " o
ML - Total oo
Steamer -’ ?aasenger .
G- I'xeight
. Cowel e Botali Y
8 Other Tevenue and. deductionz

GPERA.’I.‘ING mmsm

- 10 Maintena.nce o:t wa;y a.nd. stmotw:os
B = L eqnipment - Railway
CX2 " .‘-Marino
13 !Bra:tﬁo
14 ﬂ!ra.a.spoxta.tion - Ra.i:l.way
15 - R Ma.:r:!.ne |
16" Genora.l L :

17 fotal: o;pera.ting Expenao
18 l?or ‘aept Operating Regemzea to

Opera.ting E:penaea o

19 m OEE‘RMING REVI:D'UE
20 Miscellaneous, Incoms

22 Paxes:
23 Interost

24 Total: ded.not :Lom :‘.’rom Gross income

25 Net Tuncome '
26 Profit and I.os aunstmenta

27 SURPLUS OR DEFICIT AT END OF YEAR -
28 Operatine. rovome‘ peor. oar nile~Rallway

‘on
29 Operating on:enaes per car mile

30 Freight Raeilway earrings Ton mile"
31 Freight Railway oxpenses Ton mile". ‘
32 Pare Pacsengers’ carried(Railway) "" 754,994.00

33 Avera.go Pore - B:evenne ?s.usangers)

93.934;05._.-, -
- 71,782.95

170,707.00.
A 3‘ 5“.45

123, 510-13
- 5.161.78» ’
| 023256

13,070.59
11.868.62

4,359 .23

77'288039 1 ) .
.70.240.50
- 202 714-24%,"‘-' :

100, 209.12.?]’*"'
77279804000
21 Gross: Inoomo less Oneratine, Ebcpensealoz,m.lzf."l

| , 6,860.4%" .
58 643.06’-
43 541.06 '

6,151+13.

«29
" «209
" ‘=069
" «041

only ym, .13
34 Tons oi’ freight moved Railway only 61,812.00,

36 Tone of freigkt moved 'l mile ™

36 Average loading pex: oax-tons LA
37. " . . bhaul of fxeight - TV
38 " | ca:rs por. ::-eight tra.in" v

1,216,065.00

- 726"

18.055,
8.071.

L E
s
1

7'7.054-40 RN
172.'170.49 BERE

3,612.48

122. 881,51
13.526.82" -

- 301, 653,435;1:.,‘ t

©36,954.49

" 6,906499"

 65,199.95: .
189116636 -
‘210 253058».‘;"‘..5' .

59.59%

. 91.429 .’75

22,580.00:,.

114, 009.'15._-:-:' -

B 84246,
55 482012/7 o

. 64.324.58.’;

49,686.17
16,356.95

‘ 9&.298.97- o

.2’712 -~
-16037 o

ot
- e aray -

752, 5].2.‘00"
-12645.




The above statistioa are ta.lmn :trom the a.nnu.al reports
of this compa.m,' to tho cOmmisoion. E |
4f Origi:nal COst.

mhe rooord.a o:t.’ the company having 'been dutroyed 1::. the
Sa:n .?mnoisco Fire of April. 1906 the original coat wae not to 'be

B a.scertained. '.Dhe:e ‘was, howevor, a tria.l balanoe as of I’o‘bm:r:y
28 1905 abou't tb:ee months a:f't:or opera.tion commenoed. wh.ich m
not. 'too cha.rrod to be legiblo. This 'ba.la.noe ahowa 8 total of ,
4 $1 662 254.74 cbarged. to roc.d. é:nd eqnipment. 1nol n&ine, "1ra.nohiaes'
amonnting to .5902.310.02. As no analysis oonld be ma.d.o or veriﬂed
thoae t:[gnreo oa:mot be oonaidered o:t any more 1mportance them. as
representing a. ma:im'am ’boo]r. oost to that date and whioh m.ight in- ,
olude anounta no".: pmporly ohaxgeable to orig:mal oost. aa muoat- )
ed 'by the umount oharge& to. "franohiaea. | |

rhe origiml ooat of oortain 1tema was, howover. :onnd.
axd has ‘been ntil:!.zod by 'cbo onginooring d.ebartmont. Thezo data
are mom:ioned. in 'the dopa.rtment's :.'eport:. |

‘5. . Reproduction Cost. | | O

Und.er 't:h.is heacung the oompany prioxr to, and at the
hea:ing 1n thia proceedd.ne; made objeotions to oerta.m pa.rts of’
the report as submitte& ’by the. engineeﬂ.ng department. A= heroin-- :
be:tore mentionea.. & nnmber o.f. tems to whioh objections were md.o
prioxr to the hearine have beexn mlly covered 'by the mpplg::epfg
:'eport. ané I shall norw ooneidor 'the other o'bjections :l.n/order -
montioned by tha compa.ny :m 11:3 1ettor of. Ma::ch 6. 1915. o

| ( a). Eneinoering. o o
| Eor thia ttem the enginocring departmont a.llowed 5% o:r
the total 02 olaases 3 'co 39, incluaivo. whioh, as shovtn ‘by the
plemental roport. amomte to MO.GS&.%. In ada.ition to thia |
a:nou.nt. nginoerine. in comeotion with pnrcha...e o.f 1and 13 coverod

:!.n the a,..lowance for the coat of a.cquiaition of lanaa., '.Eho oompm

; olaimo& tha.t t'.hia amount :!.a inadequa:to a.nd that a.n a.llowance ahonld
2 g - | N




bo mde o:t 10% on. ola.sses 3 to 39 :moluadve. and '&% on. ola.ssea
45 %o 48. inolusivo. o:roep't class 44 - Freight !rain Oa:ra - on .
- waich 2&% 1s askod. "l’:tth 'theao claims howovor, the ene,ineo:dng
| department oonld not agroo. - | |
- Ror the allowanoo on the total of olaeoes 3 %o 39 1n-
'.clnaive. the posi‘cion o:t *he engineering depa.::tment 1s baaod upon
the actua:l. ooata aa :f.ou.nd for a conaiderable mzm'ber of ra.ilroada
both withdn a:nd outaido of this state. Among theae thero are.
oa.rriara :Eairly compa:ra‘ble with the road bere under oonaidoration. |
At the hea:ring, hn representa.tive of the engineering :f.’im whioh ma-d.e
the valuation roport Zor the oompany ola.imod t]:at it is prwtioall;y
1mpos¢i‘bh to soorure tbe servicos of an engineoring :tirm Which ‘
would ':mderta.'lce tke oonstmotion of sush a roa.d for lecs than 5%
and ozpensea. and snch an e.llowanoo would be egual to a total of 10%. |
It 13 wtn known to thia Commission that asuch ohargoe for engineor- |
ing scrvioes 1 8 m:mber o-" oonstmtion nndertald.nga have 'oeon ‘paid
'hy pu'blic utilities- But 5.1; 18 a.leo lmown that one. rea.son why 'the
la.rge mg:meerins ﬁrma oan o’ota.in mh allowa.ncos is: tba.t they a:re
| :trequently intima.tely oomooted w:!.th or brancheﬂ of la.rge :tina.ncial
j insti‘bntiona, and that the ﬁna.noia.l agent in some ceses Bimply .-:1
stipula.toa with tho pn‘blic ntility tha.t & certain ongineonne, ﬁ:m
-;_mst be employed on toms :r.'ixod. in e:tfedt by the. ﬁna:ncial a.gant. . o
-In thd.s partiou..ar caae. howover. the road wa.» not constructed :in
 tpat ma.nner. and i't; is e !aot that 't:he total ong:'.neoring expenditurea
actna:l.ly incmed durine, the conatmtion ofthis proporty we:re voxy
mzoh 1688 than the tote.l '-nm allowed 'by the- 00miaa£on 8 onginee:r-
ing department in its reprodnotion eatimate. To -testmony wa.a 1nt:.-o- c
dnced 'by 'bhe compexy which would lesd me to believe tha‘t tbe allow- o
ance ma.do by 'tlw derpartmont :to:r enginee::tng wonld not be e.mply L
gufficient o Teconstruot this line within tho. asoumed oon..truotion f
I..period " one yea.r. and this oonstruotion period was a.dmi'tted by

| t‘m company to 'bo :ta.d.r. Por the oqnipment. olasse* 43 to 48 in- :




olus:vo; the éngineering departmezt made 1o flat ‘ﬁoroéntagé a.liav-
~ ance Lor engineering. 8c suoch aorviooa are. proporly :!.nolnded. :Ln -
. the roproduation oost eatima:te of the m&ivi&ml items ot oqnipment.

Ian sa.tiaﬁed tha.t the amonnt a.llowed. :f.‘or ongineering
‘ny the COzm::ieeion 3 ensinearing depa.rtment in i".:s revised. ostima.te
5.3 fai:- a.nd rea.sona.blo. a.nd. I sns.ll a.ccozdingly a:z.low :no :mz:cease
in this ftem. = - B | L

(b') ,\ Right oi Way. S |

In thi<’ aocount the oompa.ny a.ttacked the mltiplo usod
by -t;he enginearine, a.epartmnt to:c right of wa.y within corpora.te
limits o:t various oities. \ :E'or su.ch right oi way t}m company
_ claima 8 mnltiple of 1.50 ahould be allawed. The engineorine.
‘dopartment :'m d:ts repo::t e.llawed 1. 2.5 plu« 10% for expensea.wmqh
” is eqmvalent to 1.3‘74-. If the landa ownea. by the oompany wero
n:erely ...‘!;rips oz/réy m the ont«-m:-so of the towns. the mu.lt:tple
m..ght ‘be.ve been as high aa tho oompa:ny cle.:imea. bu:t the engineer— :
:Lne, department inclnd.oa 1a:ge a::ea.a o:t temine,l Zumda :Ln thia
alaesiﬁoa.tion. for which the compa.ny ws.s not ca.lle& npon to yay
exoeaﬂ'ive pz-icoa. , The recoras of the ene,ineenns department oon-
‘tain the am.lysis o:f some 1140 miles of recently construoted. rc.il- =
| roe.a. rights of. wn.y :S.n Ce.lifornia. tre total ooat o:!.’ which 18 .
) £8, 211 632.65 and. tho ma.rket va.luo o:f the lm:d. :tor ord.imry pn:r:-
poses. a:b the 'time o:r purcha..o. wes #6 295.862.89 wm.ch wonld. |
Show 2 m‘.;‘mle of 1.30- '"he inci&en'tal ezponse in ooxmoc‘tion with
| the pn: acquisition of 844 miles ox thif- righ‘c ot wa.y was |
aex:.a 329 oo which iz .14% oI ‘t:he a.mou.nt pa,id. 1:0 tho 3ra.ntors- ,
l’mct;‘.cally 88% of toe costs of mnd.s was for propcrty 1oce.tea.
'w:!.thin incoz;pora.tod. city 11m:!.ta and the mnltiple caz this ola.sai:tica.-
tion was approz:!.ma.tely 1.25. : !Ehero:tore. I ez satiaﬂed '!:hat foz'
Lhe 1a:nd3 in quoation the mltiple ot 1.25 plns 10% expensea 1a
amply. su:xﬁoient 17 multi;plos and. costs of acauisit...on a:e to ‘

" e sdded 4o the fair. average markat vdne 3 e.,timwted. f.rom ﬂ;e o

Lair a.'vorase m:r:ket va.l'a.e ox la.ndx in the vicini’cy huving; a.
| ' | -10-




‘simila: character. | -

I mnst dxaw a.ttent.;on. however. a't: tbia point to tho S

":Cno* tha:t tho Supreme court of 't:he Un.ited Statea b.as d.e;‘.’initoly
j denied. tho right to use m.ltiplea and. oonjeotura.l oosta of acqn:t- o
$lon and oonaequ.em: iad da.mage»s when a.scortaining 'che valuo of. ra.il-
road p:oper*iea i’or ra'ce :fi::!.ng pu:poaes. In tha famous Mimesota.
_Rato case, 230 U.S. ?»5'2 J'astioe Enghea, ot _page 45-5' . o:;preaaos '
; the manimons 'v'iew of the co'a.rt a.s i’ollows' | "

"Ae mnine, tha.’c the company is entitled to a° Teason-
adble share in the general erity of the communities
whisch it serves, and thus- attridute to 1ts property
au fnerescse in value, still vh@ inerease s0 allowed,
apart Lrom any iwprovements it may make, -ocannot praoerly

extend bego 4 the Tair average of the normal. market
-walue/h t#a vieinity having & Similar character.
Otherwiae we entez' the realms of mere ¢onjesture. e
therefore -hold that it waes error 40 base the ostimates of
value of the right of way, yarde and terminsls uwpon
the so-salled 'railway value' of the property. - The.
company world certainly have.no groand of somplaint

42 1t were allowed s value for these lands equal to

the fair average market value of similar land In the
vieinity, witut additions by the uwse of multipllers,

or otherwigse, to cover hypothetical outlays. The
allowsnocos made below for a sconjestural oost of - '
acquisition and oonsequent:!.al damaees must be diaapprovod-
grd, dn"this view, we aleo think it was erxor to add to.
tho amouwnt taken es the present value of the lands the
Lurther sums, calounlated on that value, which were . ‘
embrgoed ix the ilems of 'engincering, superintendonoce,
legal. expenses,'.!.aont.ngenoies' and. 'intorest dnring
constmotion."’ . - . S

It 18. o:L’ cou::ao. :Lmossi‘ole to "reprod.noe" ia.nd, in tho

- 3enge thax o"her phyaioal elements of. ra.ilroad. yrope:rty oan. be
reproduced. a.nﬁ their rcproduotion cost d.o*e*-m:tned. | I:t it :!.s :tonnd |
that land orig:l.na.lly ooerz more or 1033 thw the ;proaom: ma.rkot value.
'thoae ':ts,cts will of con:ae. e shown in oonmction with the ﬁnd-

: ing 28 %o tba original soat o:r the prOperty. ' e

| In anotbor nrooeeding now pendine I sb.all oonsid.or
- this qnoation in greater d.eta.il- .'ﬂn tho prosent, I sn.a'.!.l zne:mly

. ‘ d.raw a'ttontion to the :!ac‘b 't:ha‘t: tne ar'bitrary ad.ditions to tho

present ma.rket va.lne of this compan.y 8. lands. by roason o:r applyina

’mltiploa. oost of a.aq_uiaition a.na. intorea't amomt to $123 102.'11..

B "1”.86.



I:t in a.ny :mt'a.ro oase the. question of tho va.lue of this property
for some pa:"io'ala.r purpose 3nould. beoome relova.nt. the COmmia-
sion may see fit to hold that this amn shou.ld be ded.uoted :t::om the _
grand tota.ls shown in m:tbit "D" 'a:na,er the hoedings "reprodnotion

cost™ | and "reproduotion cos'c 1033 aoprociation.
| ‘(6“),- Work:ing Capita.l- g

mhis s 8 item whioh wo... not inoludod in the eatima:t:e
o:E the engineonng donartment. The compan.y ola.ims an allowa.noe ot
$49,200.00 on the gron.nd thet wordng capita.l is "oasontial to ha.ve :
to cexry on b'asineaa. '.nhe cla.ssi:tioations presaribea. 'oy the

Intorstate Comeroo COmmission :L'or ezponditnroo for road. and. equip-
| ment d.o not provid.e aw a.ccou:xt for wo:r:king oa.pita.l. o ,

Whexn. the allowance for intere"t during construction 13
made 1t 13 assumed th.at the 'total amou.nt o-z ‘money o:;pend.cd. :ror |
aa.pital acconnt has been employed one-hal:: the estimatod conatmo-_
tion pe:riod. : mhis.a.s :Ls maintainod. by the ongineering dopartment. K
n:a:toma.tioa.ny presuppoaos tha.t a.ny time &uri:ng construction thore ‘
must be mf"’icient oapita.l on hand to mee't: all cha:.'ges.‘ Workins
oapital dnrine, the construotion penod. is thna proviaed tor. : m:e
company £:3 oatima.te o:! $4.9 200 OO :Ls or working oapita.l :Cor the
going oomern . !ﬁhis olaim will reoeive attention 1'£ ’chis oompamy
et any time hereafter a.ppoa.:ts 'before tho COmmisa:Lon in a. procoeding
: az*octing its value as 8 going conoe:m- In establishing mtea. o
‘the CO:nmisaion a.lwa.ya gives consid.eration 't;o the question o:! working
‘oapital.l I concu:t with tho engineonng denartmont that bea.ring m
mind clearly the preoiso mtn:r:e oz ..he ﬁno.ings which are be:!.ng mdo .
herein. a.n a.nowance :Eo:' ‘t;he ﬁ;em "working capita.l"' shonld not be o
| :anlnded. .’m the tota.ls mah.ng 'up the va.:!:o.ea in ‘chie oase. |

(d) Interost. o N ‘

For tho aooomt m& Interest the enginoerine, d,epa:rt:nent
allawed. 3% on. the 't;otal o:r olasaoa 3 to 52. inolu.aive and 5% on
olaw 2. Qhe oompa.n;y :m its ve.lua‘t:ion estimated the a.llowanoo ,

‘ for :mtoroat at 33-% of the total o2 olasaea 1 to 51 :5%% on ola.sa




50, and 33% on part of olass 52. TWhile there is evidently some

-aifferense .'m the "method"” ot oalnhting this allowance, it appea.ra
that 'bo*h the coTpany and the engi.neering de*oartment a.greed upon ,

| ho assv.mption tast it would take one year to reproduce thia ra.il-_

" vay and also that the allowanoe for thz acaomt Intorest should. bo
ba.sed., st 2 cortain im:erest rato per a.nnum. upon the theory that

| the total amount e:cpendod o:a. 't;'m oapita,l a.c"ounts would. be tiod

up d:u:.ng one-ha.lf the oonstrmt:&on period.. mhe real point of
diﬁerencc there:toro. 43 not :m the thoory 0T :Ln the ostima.ted oon-
at*a.ction pe*iod.. bnt .’m the interest ra.te. mhe compa.ny ola.ima a.
rate of 7% por amuum, while 't:he engineering departmont oatimatos
tha:t monoy oonld. e somod :tor this road a.t 6% por a.nmun.; The

‘oest evs.d.enoe o:r this poin‘b. i®% appeax jco me. ia 'the fact that there
a:.'e two mrtga.goa on this pronercy. tho. first mor"gage pa;ying 5%

‘ mterost and tho secona. ',pa:,'ing 6%. "‘he firot mortgage ‘nond.s sold,
8t rrom 90 't:o 95 per oen't: ot their ra.co valne and 't:ho aeoond mort- -

| ‘gago bonds sold a.t par aml a.ocmed. 1ntereat. It wou.la. not be |

, reasona.'blo in theoo ﬁndinga to a.llow the higher :catea ot interest |
causod ‘by maz'ely temporary financial stringency. 7 I am aa."iatiod to o

 allow the sum estimated for interest d.urine. constr‘uotion to 3tand

1-3 shawn 1::. tae onginoonng denar‘cment a report.

| (e} ?relimimry a:na. Organization mmec.
"‘hoeo J.‘temﬂ :Ln tho report of the onginoering a.epartment
 .axe covered ki a.oconnt 44 "M:'.soellaneona." Zox which the allowance -
‘o 2% of. ola.asea 3 to 51 inolusive. or & total of $zz.599.23. ha.s '
| “'been ma.de. Unaer the In‘t:eratate COmmerce COmJ:l sion's cla.aeifioa-
tions 't:h.is a.ocount oove:ru organization ezponaoa. inclnd.ing the
"pwmen‘t of 211 necossary :zeea. the coat o:z printina certi:ticates of
atocks an& bond.s. ’oa.yments ‘to tru.stees and exponsoa incmrrea, a.nd.
d.iaposa.l of socu::itiea. sa.laries and. ozponsos oi exoontivos and.

” general o:tficera of the road. under oonstruction. of clorks 1n
3ene:'a.1 o:tﬁces onga.sca. on constmction a.coounta or worx. rent aml




_xepair of gene:cs.l o:tﬁoea when rente& a.nd. fmime and. oﬂioo

expenses; a.lao all 1tems o:f & 3pecia.1 or mGidenta.l nuturo tha.t

camo* properly 'bo oharged to any other a.ocozmt- ; N |

| The company adoPtecl 8 di:tf.eront method rom that of
tho engineenng department for ostimating the amonn'c pmperly chargo-
e.ble to this aooount. tae d.etails o:t which appear :'m. m:hi'bit No.z
:E:Lled. vy tbe compmy J'anna.ry 25. 1915.‘ mhie e::hibit presonts a 'total B
Zor this :!.tem mde u;p o.f various sub-'totals. some o:t whioh. sxzoh as |
interest and. fmchisea. poea:r in othor a.oaomta in the ostimate 'by
the engineoring a.epartmont. | I‘t m'c a.‘.\.so ‘be oonaiderod. that tho
1arger por*ion of the tota.l for this a.ccoxmt as: a.llowed. by m l'
compa.ny is. ma.de 'a.p of ;pu:rely ar'bitmry oa'tima.tes. while the peroont-
_ s.ge allowanoe ma.do by the enginoering depar"ment :La basod. tpon :acta

. and. hown pcxoem:ages on a considemble num'oer o:£ a.c..'a.a.l constmction

mderta.mnga oz thia oha:aoter. ‘ The ‘ba.ses ror the d.epartmen‘c's oati- -
ma.tas were ru.lly gone :!.n‘!;o at the hea.:ring. In ny opinion. tho
percentage a.llowanco. reanltine in e. 'cotal of .pzz 599 ....3 fo:r this

-

acoou;nfb,_ ic ample s.nd o 1nc~'ea.3e shoulcl be. gran'ted. | o




,( :t)_” Fra.nchiad 003‘2. o
| In the o*igina.l va.lua.tion the ongineerin,g dopartmont

roported that the oompa.ny ovmed e:lght operative franchisos. _ Siz
of these were granta aoqnired through ordinance and the othox- two
- were ao-oa.lled "rights" Which wore. considored as the"rights" a.oquired
by the oompa.n,y with :r.ts purcme of tho two original horse-car 1inea
'fomerly opora.ting in Eeta.lm and Sam:a Bosa- !I!he acoe;otance of
these rights 8s itema to e inoluded. 10 the valuation was vased
ox the statement ma.de by the compa.w'e va,lnation engineers in their ‘ 
:r:e;port to this COnm:Lssion.  The word.’mg :m this report 13 a.a :f.'ollowa- |

"Eranohi e3: l-"nrcha.se of Petaluma hoxse-oa.‘: line ’

for ite rights, §2,790; purchase of Sentae Ross horse-oar
line for its rights, $14,963, totaling $17,758."

Ihe ongineerin.g depa:tmont a.°3umed tb.a.t in the ;puxom.sc :

o2 thoso TWO. horae-oar linea there were oert:a.in rights a.cquirod.
.whicb. were: oL va.lue uo "hc pro...cnt opemting compa.ny a.nd. 'thorofore.
ectimated '!;hose rie,hta as having values ana.loe,ous to *ranohise ,
va.lnoa. It/ appoar.,. howover.* a sta:tod in «.he compa.ny a 1etter
horeinbefore referred to. that | L
"this oompaw ia not now a.nd. never has opera.ted.
undex. the two franchises so purchased but was
put. to~the expense of a.couiri.ng two now :tran- |
ch.':sos in Santa. Rosa." N
Tke valve given these tvo franchises should tnerefore bo ded.ucted.
lea.ving the value° o:t only the aiz zranchi ses. - The tollowine:
. elimination of the
oomputa.tion shows tna.t ‘che/"'wo "rig,h‘ts" '*esultv in Y reduction
of ¢762.76 :rrom the. eatimated :'eprod:act 1on cost oz :rranchises ,
a,p'oea.rmg in 't:ho empplenental report of ‘aho eng:mearmg a.c;part:ment- .
Ld.vertism &pplication. Mh -.t....t..-‘..‘$ 125000 ' L ; .
Payment to City or County, €80Redecsvocssees . 200,00
_ Advertisine gran'ted ord.inanoe. T 125, 00’ 5.‘:;,‘;5_50.300 -

Con‘tinsenciOS, 5%0.0..0-.- teseeas "“'""“""I 17050 . / .
Iﬂt&re&’t O.’D.O yQ&J.' a‘t 5/0-.-......--....-..-.’ ‘ 18058"

| 'Approx:lmate cost of ea.oh :t.’ranchise.........

! an
R




) S:I.x i‘ranohises opera:tive at the present time, EER R
Eatimated. total cost at. $585.88 oaoh...................$2..315~.28'

, _COs‘c of two.elections at Petaluma st $600 oa.ch.:ilzoo.-~-;-
Plus contingencios: 8t 5%........‘.............. 60. - ,
Plus interest on sbove total for 1 yr.st 5%ees ___63.  _1,323.00

Totel ocost of oporative frsmohises.......... - $%,638.28
Valustion: Zoxmerly ﬁxed. on franchises.. ...« | 4,401.04

Beauction :’m 'val'o.e pez- a.‘bove............. | - 762“.76‘

Az also stated in ‘cho compumr s lettor. the physical
| proporty and rea.l estate a.oquirod. :Ln tho puroha.ae ot the . two horse-
car lines were 2014, len.v:tng & net co¢t o:r.’ $13 465.05 to the preaent
oompa.ny ﬂ!his Fom the . company olaims shonld 'be a.cld.od 1:0 the | .,
oatima.te of :fmnohiao ooats. Simo the' property a.oqnired. ‘by this
company 1::1 those purahazes has beo:n diepoaed. o:t 11;3 orie,ma.l value |
cannot be’ inolmled. :Ln a.n oatima.te o:r rep:rodnot ion ooat aa of
Jnne 30 1912, a.nd. s'o.ob. p:roporty a.s may still be .‘m e:rietonce .‘m
llowed in a:aother aooount. o

In acoordance with the above. rovieion in :rranchiae

’va.lnes. resnlting :m a roduction of &»762..'76, the new totals to g
.be used for I. Ca. c. s.ocoum:a 2 and. :5 are as followa-'
, . @erative - : A_;g_g,.f market vs,lm Rg;grod.Coat
© hect. 2 - R/W & Sta.Grouma. 193.903 $ 21 .ass.oo $34'z 539.14

Non-o'oemt ive

Acot. 3 -‘..eao. Esta:te. 50,653 _ 57, 741.00 57, 741"00'
Gra.nd. Tota.l............ 249, 556 § 269,577.00 . Mos 330.14 N

| w::t:h the exoeption of tb.e a.”bove ai:: poim;s of contontion A
all othor objeotions a::o oovored by 't:he aupplementa.l :ceport oz tho : "
one,inoorine, d.opa.rtment. _ | ;

Mte‘x: a. oareral conai&era.tion of a.ll ohsnges and -tho . ;
' ovid.enoo in. this case beanng on 'bb.e mshter of. reproduction cos‘b.
I .find that the reprod.uot 1on oost, as 'chat tem ha.s h:arein‘beforo
‘neen de:finod. o:.‘f 'the operative ;propercy of the Petaluma & Santa.

Ro.,a. Railway c°mpa.ny a2 of June 30. 1912, i., the sum of 4.1.550 170.44.

mhe z-eproduction coat of. tho non-operativo propmy amcunts ‘co
760 456.62. re::ultins, :I.n 8 total for both o;_aerativa and. non-opemuv.

property o"’ *“1 510.607.06. o R EO
=18~ S ‘ S
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I ﬁnd e.leo tha.t the reproduc‘!:i on sost o:c the entire

property. both ooere.‘cive and non—opera.tive. i the "me.rket value" L

of lands is used. without the a&dition of mo.ltipliere a:ad other
arbitrary peroenta.ges. is the sunm of ‘“‘1.487 504.35.

‘6. " Reproduction Coa‘t less Deoreoia.‘tion. .

The <.xoz::};»ea:5r a.t the hearing ste.ted tha.t :11:3 appraiaal
" hed been masde with the understand.ine the:t 'che valnev found might
'be wged for .he purpo...e of e@ta.‘olishing ra'cea. ancl und.er tbie
" theory hed deprec:.e.ted onz.y thoee elements of property,vhieh a:l.'e
- not taken caxe of through ".;he normel opere,tine, expensea. i With
vtb.is nnderstanding the oompany mede o'bjeotione to the methods aml
theoriee abplied. by the engineering depe.r‘bment in detemining ‘t’he
: reprodnotion eost less depreoia:tion. Eowever. theoe objeotione
were withdrawn when :!.1; wae underetood. that the pu:poae o... thia
'prooeeding was’ to :tind. oert:a.in elemente o:t ve.lue only. e.s has
heretofore been atated in thia decision. B | |
- !Ehe oba.ne,es whioh have ‘oeen ma.o.e 4n the enginoer:ng
dopartment’ 8 eetimate of the reprodnot ion eost made 11: neoesaary
to revise the corresponding ﬂg’u.res 'cmd.er thia head.ing ho
' d.eta.ile o: these ehanges are set forth 1:: the aupplemental report
mde by the engineering deoar*ment eubaeqnent to the hearing. K3
copy o:t w:n.ioh we.... :tumiahed to the eompany '.Ehe ohanges as erovm. |
in the a'applemental report together w.ith the itema above men‘tioned. '
ha.ve macle neoesaary the revised. tota.la Whioh appee.r ‘m E:hi‘oit “D"
a.ttachei to ‘this opin:!.on. | ' | "

I :::ma.. therefore. the‘c tho reprodnotion oos't: 1eea | |
depreciation, as that toxn hes. herein'be:fore becn o.eﬁnoa. ot3 ..ho--' o
operative property o:C the .'eete,luma /. Sa.nta Roeo. Ra.i‘.LWay Company
ag of June 30, 1912 is the sun of $1.Z78,’216.24 and the repro- ‘
d.uetion ooet 1033 de;precie.tior. o:f the non—o;pere.tive pro;:erty |
amonnta 40 ;;.59 768.9'1 resultine, :'m & tota.l :Eo.. 'ooth operative
- and non-opera.tive property o:f 91 438 485..,1.

-17- ,‘ |




I :tind also tha.t the reprod'action oost 1033 dopreciation |
ot the ent 1:re prop m;v. 'botb. opera.tive and. non-opora.ti vo. 1: ‘the

 "market value" of lenda is usetl withont the add.i‘tion of mnlti;pliers B

and other ar'b tra.ry peromta.gos, 18 tho m ot $1.315 382.50. EE

m :toregoing opinion emd ﬁndings are hore'by approvod
and ordered :Eiled ae tbe opinion ané. ﬁn&inga o:f the Railroa.d
oomiasior. of the State o:f.' caliromia.. '

Ds,ted at San. I‘ranoiaco. Cali:fornia.. this f //,5 d.ay

.o:t M 1915.

Commdssioners.’ | .
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