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BEEO’-'{E '.EEE RAILROAD GOLMSSION OF THE STAQE OF GAE._

In the. mat’ter o2 ascer'baimng ‘bhe Y | g
velue of the property -of the ) = il
* GEENDALE: AVD HONTROSE PATIAY. ) - . Csse.No. 765

.010000.....'0...0000..-...0)"""’ N
. Tovelend; @bﬁmi‘-ssioﬁér;;

OPINIO‘\T ATD FINZDINGS

!Ehls proeeed:mg wes brought on the COmmJ.ssion's ovm

Mtiefive :t‘or the purposa of ascertainmg various elemen‘ta:“enter

| matter o:ﬁ ascertalmng 'the value o:f the property of 'th Ton

‘and' i‘i&ewater Railroad Cox:many | N
!Dhese ve 1uations were undertaken under seotion:'ze of

| 'the Stetson-’ﬁ‘shleman Aot effeo'bive Fe‘nruary 10 1911 an‘ con
tm'aee. una.er the provisions of the Publio U‘tili*ties Act e:‘::féot‘lvo
"L.a.rch‘ 23, 1912, 'mhe seotions of "he Public Util:f.tiea Ao't; partion
»'.larly apvohcable to th:z.s proceedn.ng e.re see't;ions 4‘7 and T
-usual in these cases the Oommssion will maxa :f:[ndings o .‘ 'ra.c
speci:fie& elements beanng on’ ‘che quastion of 't:he value/
| , pro;oerty, _as shovm by the evidence in: this case,“';‘bu‘ will-.no_ ma\

8 :find:mg on the question of tha ultima'te value of't  propar:
irresPQth.ve o:t‘ the purnose for wh:.ch the valne ia »asoen:t

I s.hall in coxmecoion with this particular in vixry,.

.oonsider the :Eollomng ma't:ters-""

1. ‘Orgam'.zation, construc‘b:ton a.nd operation. R
2. Stocks and bonds. _ .
Revenues and expenses. -
Original Cost, as defined. S
- Reproduction Cost ‘a8 defineds . IR
Reprod.uct;on cost Less Dapreoiation as deﬁned..




It seems desirable to fifEtgdefineetﬁézfﬁ%eefeieﬁeﬁﬁ53:ﬁ

valne wbich we provoae to flnd-”

The term "Original Cost™ means the or1gina1 book,eoet
and is defined as the sctusl expenditures chargeable to: -
cepital sccount, in accordence with the. Interstate: Com—”
merce COmmlseion‘s or this Commission's elassi;ieation&, ‘
in cash or its equivelent in terms of. cash by the pudlic
wtility for itc operative property in the state of Cali-“ '
fornis, as of the dete of the valuation.‘ ‘ : ‘m"

The term “Reprodaetion COSt" means the: estlmated ooet

in cash of reproducing, in the condition (new or second--,
hand) in which it was acquired, the-physieal property of
the public uwtility in the state of California, as of the.
date of veluation, to which is.added the value of all op--
erative lands, based on the merket value of adjacent end -
similar lands, the sctual or estimated cost of acquiring:.
franchises and the estimeted cost of overhead expen&itures
for engineering, law, 1nmerest and similar 1tems. S

- The term “Renro&uction Cost Tess Depreoiation" 18 de-\g
fined as the “ReproaactiOn Gogt™ lesa the diminution in-
the value of the physical elements of the property,: due"
to use, age, obsolescence, Inadequacy or other causes, w-
this diminntion belng called “depreciation™, and plus the
inerease in the: value of the physical elements. of the’ prop-;
erty, due to age or other causes, this inorease. being ,
called Tapprecistion™. . "Reproduotion Cost Less Dopre~ .

oiatiodtmight be defined &s “depreciated and apnreciate\-‘-*”3“ﬁff

reproduetion cost.'_l et

~ In sccordsnce with this Commmss;on's oraer deted _Jff“f”
:Februery 8, 1915 the Glendele end NmmiroseuRailway*oni&mriw‘sw”?
‘1915 filed an 1nvenxory and appraisal of its property,wt gether‘m
w;th a statement of‘orlglnal cost end an eetimate of ite
tion cost and reproduction cost less depreciation. Thie inventoryv
and eppraisal was not Submltted as of a fixed datex but ae(late
‘ developed was made as of about &ereh 31 1915.1 The totels ‘8,
shown in the com@any g report were subeequently'modified
\taln addltlons as shomn in the company's letter to the ”ommis-‘
sion of“may 22 1915. yA eoPy of the company's summary eheetrin
cluamg theee cha.nges is e.'ttached here‘bo and marked Exhroif‘"u

'31915 a coPy of whlch was furnlshed to the company, and
‘:in thls case was he1d September 23 1915. Previous to”thie‘h‘




:mg department a.nd. shown in its repor't; wera aceeyted. '.I‘hi

o letter was ree.d. into the recora ana. 'bhe o&sa submitted.

1. Organization construc’cion and operation. . |

The ulendale e.nd Montrose Railway is the snccessor to B
- the Glendale snd Eagle RocL Railway Compamr. 'rhe htter OOmpany
" was orgam.zed and mco:-porated Apml lg, 1909 . With g °3P1178»l"'f'a'boei:
ot 250 sha::es at.a pa.r velue of $100, or a total par valiulv of .
$25 OOO. ‘The compa.ny a't the s‘..me time a'athorized an‘i:sﬂ ue o;f
: first mortg&ge, S—year, s:z.x percent gold bona.s to the a.mount of
,$2sooo. S BN

_ mhe Glnnd.ale and Eagle 'ioc&c R&ilway Company was Organ-

ized’ to cona'truc't and opera‘ce a.n eleetric :ra.ilroad a.nc‘t soon a.:fte
:Lts :.ncorporation the construction o:f 'tb.e road was ste.rted" and the :

main '.Line from Bre.nd Boulevard ‘bo Third Stree‘b in Glendale and h'
‘branch 11ne from Glendale t0 nagle 1>oc>3: were completed
| In Marcn 11910, the ms.in line was extended :!.’rom, !L‘hird‘i}':-:_r

"S'tree't 'bo Bpechee W&y, approxma'bely 2%- m:.les north o“‘ Glendaie.
In: I&Iareh 1915 the constmction was a.gain resumad ana. 'the mai
‘lme complatea to Los Angales Avenue in the town of La. Cr;so nta.._
2 l*‘nis gave 'the road a:a aggregat& mileage of 6 823 m:.lea mé.in,.lme
' .,o:f;‘ trock v.nd. 2, o1z miles ‘branch hne, or a 'botal of 8.é
Ha:Ll of wh:.ch 1:.&3 withn.n Los Angele& COun’cy. ‘_ COmmenolng__,_in
.August 1913 the main llne was - reconstmcted as a broad ‘gaug
: road.. A‘b the sa.:ne time the- overhead conatruotion was rebui
longer poles he&vier trolleys, and a. sub-station wi‘bh ‘a.-; 50
“ motor genemtor set was erected. I |
| V. The road. is of. cheap constmction a.nd. :m general poorly

mamtalnea. although 'both 'the constructlon and main‘bena.noe appea

own° three d.ouble trucz nassenger cars .
and one c‘:s‘.ng,r?l.e passenger car all used on 'the Btand.ard. ga.
a.nd-all purchased 'sec-ond-hand.. The :freigh‘b eqnipmen‘t eon

'a moto* and two :E'.Lat ca:rs. The equipment used on th\' DATTOW gauge




tio'n.”. : The power is purche.sed at Ee.gle Rock through meters ‘“:fro
the Paciﬁc nght an& }E'ower Company, and’ a't Montrose Substa.tion
:f:‘rom the Southern Californm Edison comnany. . o |
”he company o;pera'tes & snzgle pa.ssenger ear elghtoen"'z;.f"_"i_;
round 'brn.ps etch a.a.y between Glenaale and La. Cresoenta and._ B
'na*row gange car leased. :Erom, the Los A.ngeles Ruilway Cor‘: ora;tio"_:
| :flfteen round. 'trips aa.z.ly be'tween (xlendale and. Eagle Rock: Fr :‘I‘;ghl
sernce depends entirely upon ‘bne aemand and is renderéd only.on:

‘the "broa.d gauge ‘br&ck between Glendale ana. La crascent_"

2. Stocks an& Bonds. L

. !!.’his combany has outstanding $2a OOO capi'bal "stock an
_325 OOO :t':.rst mortg&ge zs-yaar, | s:x.x percent gola. bon&

”panv.; « S

| 'r'he Glendale and Montrose Railway, although mocessor 5
the o :'L Glend.ale .,nd, Eagle Rock Rallway COmpany, is not ‘

: ‘tn.rely new: compa.ny. | mhe bond.s of the la:bter company are still
outstanding, althonén in March 1914 'the name of '!:he oorpor&t‘lon

. was cnanc.ed $0 Glendale ‘end Montrose Railway. :.. L s

| The" comnany being una‘hle o meet 0pe'rating ez'pense a.nd

ma.s.e the necessa*y eztensmns at various times the president wa.s
compelled to aavance the necessary casb, and eqnipment and m#tenial;

: ware purchased fo* whn.ch notes we.ce given. ; 'T‘his resultec‘l'i
numerous small debts Wthh as’ shown by the company s 'annua‘ ‘-.

'_ port of Juna oo 1915 amounted to $10‘2 995 56. No dividend. have:

ever been paid. ‘by tms comnany.

: 5 Revenues ana. Expenses.

‘ The revenue of thn.s compe.ny ‘.!.8 derived almost"ff' entir 1y~.,.
:Erom the :passenger trafﬁc be't:ween ulendale a.nd Eagl""":”ﬁodk; nd
Glandale and e C:rescen'ta which for the year ending June .50
193.5 a.moun‘bs ‘uO 89% of the total operatxng revenue._ Thi ‘roa

s built :f:‘o:r *he purpose of nromoting real estate in 'I;hi ‘comuun.

: ity, an& conﬂidered as a rallroad projeo‘b ha,s never bee




_financzal snecess.- ‘ ) e
mhe revenue and expenses for the year ending Jun
1915 anpear in the company's annnal report on file w;th this Con.

m*Gsion as followsv

ommmme REVENVE |
‘°f lYear‘ending

‘Passenger revenue ..................,AT” 16,

. Preight revenue sisscucessetaiiiaaian 0Ly

. Ea'il I‘&V'eimle "“’.OOOQCOO‘OOIOQOOCQO:I-.‘ T
Miscellaneouﬁ revenue, ..............¢3]‘ o

wotal Operatlng'Revenue .....................,..; $ l 547

OEEEATING EXPENSES

malntenance of Way and Struotures....j $ 1 119 28
Heintenance of Equipment ececeveceses . 261.54
Meintensnce of POWEY eeeesssssssasnce - 9 054.91_
. Condueting Transportation .....‘.....g\‘\1“9 582.95wf
Gond.ucting Tmffic . AP Sass0e s ‘. LR 4 0 Q-. 258085

| Genetai dﬁ& M1§8011§E9°“5"'*"’*'”ﬂl.]f3;5’401f58”

5»8?

th;s COmm1331on~'

Number Of p&SSengerS Ga-rrlea- Ge-m:!.ng revenue .0.-.:00:‘0‘( S
E&SBenger revenue .OQQQQOtQOOOQQOCIUCOtOIO-.0-0‘...000“‘;\A
‘A'Verage f&re revenue PaSSengerS ooooo;¢;coooooo.ocr-o.,‘;“f'-’«‘-,
Total revemue from transportation dieecessescicscntoisa 3
Revenue from transportetion per car mile (ieiveccanedd
Total’ Opera‘ting revenue .Q.tc.l...'ot‘o-...‘..Oooot;oor."‘v”‘ .
Operating revenue per ¢8Y MILe seeseecssvesecsorsesance .0
Tot&l Op&l‘&'tlng B}Cpense ..‘.O..’!..OOOQQOQ-Q.I.‘O;UQOO.' -
‘Opera ing expen@e per car mile,......................,

' fcost




poasibly be consmdered as the ultimate or iair value dff his rail
road for any parpose. ' mheSe estimates 1n t%is instanoe;aré“ma
.ly elements to be tazén 1nto considerotion by the Commission in
any prooeeding where the value of the property becomea_relewént
It is perhaps well to po;nt out that thece figures a,tﬁallyhavﬁz
‘:“been put to such use in 8 seourity and xate case befdhejjl Yot

| :mission. ff

'-'4. orig;pal COSt.-;,‘

. The comtany in 1ts report Shoued the total origina cos
«of this road to be 163,927, 50.- To this totel certain.it, '
added as per the company's 1ettar heretofore refbrred¢to~ whic
results in & vew totel of $175 888.02, as shown in Exhibi '
mhls statement however, could not be verified -due:to

the poor condition in whlch the company's reoords were'f wn

| The orlginal cost was not aacertainedwby thifeng
dﬁpartment it bexng 1mpossib1e to determ;ne thls itéml'n;aoo rd

ance with the definition of that tenm.btf;j,ff“ﬂaﬂ;

 ' 8. Bﬁp;oduotion COst

The repro&uction cost estimate submitted~by ,h _

*sam of $204,350.54 bezng 8 decroase from that of@{ff(t;ft'ﬂ;
figure of $25-564.92. | The reason° for thi° diffarenoe*are aX-

_the COmmls°1on, to ‘which reference is hereby made.{

‘:‘?.ng department aluo found the repxo&uction cost of‘th

ing department. :




, In the Minnesots Rate C&se 230 U.S., 552 th Suprem
Court of the Unlted Ststes hes aeslt wmth the question ' la

o vslues and Justwce Hughe on psge 455 expresses the”unsni ontw

Yiew of the conrt as follows-“-

. FAssumlng thot the company is entitled 0 8 ressonabl
share in the genersl prosperity of the communitles ‘which
it serves, and thus to st%ribute to its property an,in-x
cresse in velue, 8111l the increase so allowed, spert.
from sny improvements it may make, can not properly ex-;:
tend beyond the feir everage of the normel market value
of lend in the . vieinity heving a similsr character...
Otherwise we enter the realm of mere conjecture.. We
therefo*e hold that it wes error to base the. estlmates
value of the right of way, yards and terminals upon. o
the so-called 'reilway value® of the property. - The oom-;:~“
veny wovld certainly have no ground of complaint if it
were allowed & vslue for these. lands equal to the fair .
aversge market value of similer land in the vicinity,. .
without additions by the use of mmultipliers,. or other-;‘
wise 0 cover hypotheticel outleys. The allowances
mede below for & conjecturel cost of acquisition and’.
consecuential demeges must be disapproved; snd; in this
view, we also think it was error to &dd to. the smount A
teken as the present velue of the lands the further snms -
celculated on that valwe, which were embraced in the T

items of 'engineering, superintendence, legal expenses"‘ IRt

'oontlngenoles' and '1nterest &urlng‘construotion'

This language of tke Supreme Conrt clesrly r_ ects‘tho“

\so-cslled mnltiple theory, un.d it is not considered neovssaJ
‘enter 1nto L3 further discussion of the valustion.priniip 8 in-
 volved.. This commission is msklng flndlngs of oertsinlfaot
elements enterlng into the velue. of‘this property, snd t' s Ku;
clent to say thut in the estlmste ot the reproduction cost of
this railwsy, the rlghts of wsy snd other lsnds useduin electric
,rsllway oPeratlonB ‘are vsloed 1n‘accordsnce wuth the“. ' 54
shown here nbefore.snd on the besis of‘the present msrke
of sdjoln_ng snd simllar 1ands w1thout sny srbitrsry additionsf
of‘mnltiplesror other sllowsnce _ . , l &

T fma thexefo-e that the rs;production eost ‘as that
_term hss hereinbefore been defined of the ooerative proyerty
the Glendsle ang’ Montrose Rsllwsy, as of l.e.rch 31 19
sun of “204 350. 54 ana the reproductlon c0°t of the non
| property 1s the sum of $l 625 ll resultlng in s totsl fo:,bot

0per°tive end” non-Oper°t1ve properties of $20




6+ Reproduotion C'os:t T..osé De'}rec:ié;'!‘:ﬂiﬁon.'

| Reproduction cost lass d;pz;eciafic;n as ?eéér‘téd i:y +ne

company amounted to the sum of: $220 565 GO.~ éertain addition
were made by the engmeering department a.s per the oompe.ny‘
letter of'may-zz 1915 re@u.txng in a. corrected total for,the
vreproduction cost 1ess deprecmation of %255 435 68 as Shown by
Exhl'blt "A" ” The same 1tem as ascertan.ned by the engineering d
p&r‘bment in its value.tion report to the Commission amountecl to
the sun-of $189 408 63, belng deerea.Se from that of ‘thewooﬂ"
‘.pany“ :flgure of MB ,027,05. ‘The reason for thi° differe:nce .-is
explained in detail in the revoorb o:f the c:ommssion s engine&ring
-depe.rtment to wh:;.ch reference 3.s hereby made. The‘v depa,rtm»n

also found the reproduc.tioa cost less d.eprecm‘bi
pa.ny’s non—operatlve jproPerty 'bo be the sum of 4%1 598 98

, 'total for ‘noth o:peratlve ang- non—oPerative property of .$191 001
_a.s shovm in E:z:hibit "B"

‘ mw.'t: has Deen sa:.d. unaer the head.mg 'reproauotion ‘gost

- regard:.ng the value o:E lands also applz.es to tha reproduction ‘aost:

less d.eprec:.ation a.nd 'tne amounts determined for t.‘ne/s‘ i
the" heaa.mg "reproduction cost" é,re allowea. for ’che reproduotioi
‘cost less depreciation. , As 'be:fore stated 1and values‘a.;re no
Abased npon the present market value of ad;}oin:mg aaad :[milar

- -a.na. elimnate all a.a.d.s.’clona.l arbi‘t:rary peroentage a.llowa:ace

I :t‘ind therefo:ce ’chat the reproduction cost les

precn.ation as. that term has hereinbefore been deﬁna

oPeratlve :prope:cty of the. G-lendale e.na. Mon'trose R"* 1ivay ‘
March 51 1915, J.a 'bhe sum of $189 ,408 65 and. the reproduotio

o coc"b less depreciation o:E 'the non-o_pera‘tive- pmpertyi’ am vats




$1 592.98 result;.ng in a total :t'or 'both opemt:.ve ana. ‘non-opam

tive proper‘ty of $191 OO'L 61.

The foregomg oplni on and flndings are hereby; ‘pproved
and ordered filed as the opinion a.nd fina.mgs of the R&ilroad
: COmmisaion of "ahe State of Callforma.

Dated at San }s‘:rancloco Callfoma this.-c-.
o:E December 1915. S
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