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BEFORE m RAILROAD COMMISSION O . STA‘.BE OF CALIFORNIA.

"Je Ho MILLER and E. DONALDSON,
partners doizg businezs under
the Lirm neme and style of
MILLER & DONALDSON,

Complcinante, ‘
Case No. 38l.
V8. '

WILMINGTON TRANSPORTATION
COXTANY, o corporstion,

Defendent. .

Eerl Ratzer end L. S. Kemper for complainants.
Gibson, Dunn & Crutcher for defendant. .
Iueius X. Chese for The Frecholders xmprOVﬂment ASso~

cletion of ﬁvalon.
TEEIEN, Commissioner.

O 2INION.

The issme in tkis prdcée&ing is the reasonablenessmof%fH 

the rstes charged by Tilmirgton Transportation Compony for trans- >
portetion of persons and »roperty bétween San:?e¢ro and'tha toﬁn -
o Avslon on Sents Catelins Islend. | |

The complsint slleges, ir effect, that the complainéﬁts
are merchants engaged in the dusiness of selling groceries, meats.
haraware and provisions at Avalon, Santa Catalina Islend, Los
Angc*es County; thut defendant. is = common carrier of peruons and ‘

property bctween the port of San Pedro and the port of Awalon-‘

,\'." ,‘ )

that the distance from the port of San Pedro to the port” of Avalon «',”

‘48 about 27 miles; that the dofendent is ‘the only common carrier
of persons or freight whkose ve°sels ply between said two ports,, |
that the rate charged by‘defendant for thg transportat;on of\per4,; 
sone betweexr Sen fedro oxnd Avzlon is $2.25 per round trip'and -
$1.50 each way; that ke ratesfor certain clas¢es of freight are
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as gpecified in the complaint: that the rates charged by defendant
for the trensportation of passengers and freight are unjust.and\
'nnreasonablé; that the complainants ere and for more then four

years have been éhippers o freigh@ by nmeans of the vessels oper-
ated by defendanﬁ: thet the average paid by complainants to de-
fendent has smounted to about £2500.00 during each of the laet'

four years, emd thet by reasoy of excessive freight ratés chgrgod

by defendant, compleinants have been damsged in the sum of #1000.00
per year; and thet the rate of $2.25 per round trip and $1.5Q'per‘-ul
single trip for passengeré trexsported Dby defbndﬁnt bétween‘ﬁaﬁ | |
Pedro and Avelon 1s excessive ond unreasonsable, prevents a multi-l‘
tude of persons from visiting Awalon‘and thus deprives complainants
of profits which otherwise would accrue‘to them. Compiainants‘

agk that the Rallroad Commissfon reduce the defendant'svpassenggr
and freight rates to a just and reasonsble basis. a

Subsequent to the filing of the complaint herein, defend-

ant filed 1ts motion t¢ dismiss the compleint on the ground thet
the Railroad Commission does not have Jurisdiction over the subject
metter of the complaint. Defendant took the position that the

vessels of defendent plying bdetween San Pedro end Avalon are en-

geged in commerce witk forcign nations by reason of the faot that
they seil deyond the three mile limit, and thet jurisdiction over
the ratos charged by sald veosels 1s hence Vosted o:colﬁaivel& in
the Federal Governmont} | After a pubiic hearing‘on‘adid éof}bn.‘
the Reilrosd Commission on July 9, 1913, mede its order denying
the motion to dismiss aﬁd Girecting defendant to satisly fﬁé:‘
complaint or to sznswer it (Vol. 3, Opinions and Orders‘qfhth§ 
Reflroad Commission of Celifornia, p. 42).  On December 29, 1913, .

this decision was sustained by the Supreme Court of Califormia on

review proceedings initisted by the defendant. Wilmington Trema-

vortation Company vs. Rcilroad Cdmmiasion, 166 Cal,'741;
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On February 1, 1915. tke decision of:tha Supreme Court of California
was gsustained by the Supreme Court of the United Stetes. Wilmington

Tranépgrtation Comoany vs. Railrosd Commission.QQS,MAEV.Ops,Iglg.p,275.
The effect of these »roceedings ﬁas been to establish clearly the |
Jurisdiction of the Railroad Commission of Celifornia over the
Tates of vessels plying regulerly between Californis ports, and
not touching at the ports of other states or nations, even thdhéh.
the vessels, in salling from California port to port traverse the
beyond the three mile limit

high seos/ throughout & portion of their voyage.

On February 26, 1915, the defendant filed its answer.
The smswer denies that the retes charged by defendant for the
transportation of either passengere"of fxeight are unjusf 0r une=
resgonable; avers that defendant in addition to the passenger rates
sot out in the complaint also maintains and‘chargéa & fare of $2;OO
for the rownd trip sold oither on Ssturdsy or Sunday ond limited.
to the following lMondsy, as well as a party fare for regularly“
orgenized parties of 30 or more, 1imited to two days from the data
of sale, at the rate of $2.00 for the rouwnd trip; alleges that the
complaiut 1s in error with reference to certain of the freight ratoa'
therein specified: ard denics that the complainents heve been
demaged. Defendant further answers thet the Ialsnd of Santa Cata-
lina, outside of the town of Avalon, is praotical}y uninhabited_ggd
that no business is carried on thereon oxcept farming of about V‘
200 aores of land: thaet 95 per cemt of the area incluﬁéd within
the corporate limits of Avalon, exclusive of streets, end the
entire territory of the islsnd of Santauéafelina. outside of'Aﬁalon.
1s the property of Sente Catslina Island Compsny; that the oapital
stock of Sante Catelins Island Company is owned and hel&’by'the

3ame Persons and in the some nroportions as the capital. stock of

Wilmington ;ransportation Company; that the Island of Sanxa Catalina'.

end the town of Avalon have been for nony years‘a pleasuregandt "

aBa




health resort. and that the transportationr bdusiness. of Wilmingtbn |

Iransportation Conpany arises direcfly’or indirectly from and 1su
dependent updn the meintensnce of such pleasﬁre and heal?h resort
in such & manner as to ettract considerable mumbers of nersonsg
thereto; that the larger portion of the travel to Santa Catélina'
Islend is in the summer months of each year; that in draer,to“
zeintein seid island snd towm es en attractive pleasure and;health
resort, large sums of money must be expended in fﬁrnishing the
mesns of public entertainment, attractions snd amusgement, in im-
proving and mainteining rosds, streets and yarks, in providingf
and meintaining adequete supplles of water and electricity and an

- edequate system of sewerage snd gardege dlisposal, and;invpoiic1ng
snd patrolling beachkes snd other pudblic plagée; that mést of said
expenses must be vaid by privaete eﬁterpriae; that forvmany yea:av'
last past, except during the year 1914, these exyenditures havé
been paid by Sets Cetslina Island Compsny, which company has been
reimbursed by Wiimington Transﬁortation Compeny from the Procee&§ o
of the latter company's transportation buginess; that unless euéh"

expenditures are thus reimbursed out of the proceedsvof the tr#ﬁéf”
portation business of Wilmington Transportation Company, the
islend sn@ town cen mot be maintained as an attractive resort and
the entire business dependent trereon, 1ﬁ¢1uding the tramsporta-
tion business of Wilmington Transportation Company, wili’oéaae to
be nrofitable and ultimately must be discontinued; that the moneys
whick have heretofore been expen&ed or will hereafter be expended
by Wilmington Transportation Company for the maintenance of the
isl&nd and town, &s hereinbefore stated, are not oxcessive or

more than is reasonably necessary for the purpose; thet the rates
of Wilmington Transportation Company are not excessive or unreason-‘
2ble and that the total net profit derived therefrom, after pro-
viding for the aforesaid exnenditures necessary for the maintenance
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0f the 1slend and town as & resort, heve not exceeded a fair return if'f
upon the capital actuallj end necessarily investéd; énd that.ii
the rates of Wilmington Transportation Company should be‘;ednéed_
it wbuld be impossible to »rovide the necessary expenditures for. -
the maintenence of the 1slsnd and town 8s & resort end that Wil-
mington Trangportation Company's revenunes would acéordinglyfbe ‘-'
st1ll further reduced. Defendant asks thét the §pmp1aintfbe;dia-

migssed.

A petition in intervention was thereafter filed by the |

Preeholders Improvement Association of Avalon. The petition - |
alleges, in eifect, that petitidner. rereinafter referred to &s
the Associstion, is a Califo*ﬂia cornbratton organiie& idr‘thef L
purpose of providing for entertainment at Awalon for the membera
of the Association. tholxr patrons and guests, that 90 per cent'of
the property owners of Avelon ané 90 per cextt o the shippere of
Avalon are members of the Assoclation: that the business of the
Association snd its members depends upon.the ‘maintenance of Avalon
a8 & high class plea°ure resort; that exceut &urinq the year 1914
& contrect hes been in existence between the Association end Sants
Cdtalind Island Company, under:the terns of which contract‘Smmﬂa=
‘Catalina Island Comnany expended a la*ge sum of noney in fnrnishing.‘ ”
foxr the benefit of the citizens of Avalon, their patrons and - guesta.i
bands, aancing pavilions and other forms of attraotions amnsement |
end pudlic entertainmant in maintaining adequate sunpliea of |
water,aﬁiectricity. in providing for the disposition of‘sewage and .
garbaga and in fnrniohing,golice and fire protection that Saita
Catsline Island Company,bas/reimbursed by ilmington Transporta-
tion Company for the sums thus peid by Smta Cetsline Islend Com-
pany; thet the exvenditure of such swng is‘necessary in order‘that'
| the town of Avalor may be malntained as s high class pleasure resort‘
that in the yeoar 1914, no such contract was in effect betweon the'
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Asaboigtion and Santalcatalina-Island Company, with the result .

that Sants Catalihe Icland Company did not~mak6~thé expenditures
which 41t had theretofore made, as a'consécuenée thereof the puh-

- 1ie entertainments. amnsmmentu und attractions were not provided

the streets wore not properly M“iﬂtgmgﬂ &I]ﬂ e UH] we§ Bov

meintalned as & high class Ploazure remoxrt, by reeson whereof the |

SO
number of persons visiting Avalon was_groatly diminished that the

merchants and businmess men of Avelon suﬁfered severe financisl
1osses; that in order to remedy this condition, & contraat‘in genér-
8l similsr to the comtiract thefetéfore in e”fect was negotiated |

in Jamuary, 1815, between the As sociation and the Santa Catalina
Island Comgagy but that Santa Catalina Island Company would not
sdhere. to/a contract wless it were certain of being reimbursed for
its etpendituree by Wilmington ”r&nsportation Company; that on

February 1, 1915, the Supreme Court of the United States rendered

its decision in the cage of Wilm;ng}on ”ranﬁportatﬂon Comnanz vs.“

Railroad Commission supre, hol ding that the Railroad Commission ‘

bes jurisdiction over the rates charged by Wilmington Tran pbrta- |
tion Company, and that Sants Catalina Island Company cannot continue
sald contrect in effect unless it ic assured that Wilmington
Transportation Company will be allowed rates sufficiently high to
enable if to reimburse S@nta‘Catalina Islsﬁd Company for the ex~
penditure° t0o be incurrod by the latter coxpany, in accordance‘
with the contract with the sociation and that the Asoociation
mekes no complaint of either the pascenger or freight rates-ch&rged‘
by Tilmington Transportation Compahy but, on the contrary;.avéré~
that by reason of the unicue end wausual situation of Avalon a8 &
pleasure resort and the necessity of making the aﬁpenditures herein—
before roferred to Lor mainteining the Island of Santa capalina,"
end the town of Avalon ag a high‘CIass pleasure resort.yfhe rétes

of Wilmington Transvortation Company are roasonable. Froeholders

Inprovement Association of Avalon accordingly asks that the o
=6- | 133




Reilrood Cormmission establish auch retes for the trans nortation

of passengers and freight by Vilzmington mranonortotion COmpany
between Ssn Pedro and Avelon ss will enabdle ! ilmnngton ”ransporta-
tion Com@any to furnizh bands, dancing pavilions, amusements and
attractions, to malntain, clean and light -the streets of Awalon,‘
to providc for sewage disposal, to provido p&rks and golf 11nka.‘
and otherwisc to ma?e the neceusary eznonditures to maintain Awalon
25 o-high clsss pleasure resort. The As¢ociation further as&s

the Railroad Commission to f£ind tnat the rateo chargea by 11m1ng-‘
ton ;ranbbort«tion Company ore 1uvt and reaaonable rates as long
as filmington Trangportetion Company continuos to make the exnen- |
ditures for the meintensnce of the Isl&nd ot Catalina and the :
town of ZAvalon s a high class pleasure regort. : '

On lMay 5, 1915, the complﬂinanxs ana defendant in the
above . entitled broceedinp entored into a written stipulation to
the offect that the trial of this caoedhonld he doferred until
the first weck in ‘ovember, 1915. fThe varties stipulated that

‘4z cese the Reilrosd Commission should re&uce the Rkw freight
rate charged by Wilnington Trans portation Compeny, . safd company
‘would refund to complainants'and o all other shippors . of freight
the difleronce betmcon the Lreoight. rate charged ?o such shippors

end the rato &5 £inelly esteblished by the: 261lrond Commisston,
from Mey 18, 1915 to the ¢ffective date of the rates thu° to Ee |

established.

|
|
A public hearing in this cdse was held in Los Angeles

on Novemnber 5, 1215. ZEvidence was preoenve& ot this hearing in

beha,_ of the compla;nantu, tre defendant, the intervener, and

the Failroad Commission. Mr. J. L. Morkey, Chairmen of the

Soerd of Trustecs of Avalon, olso prcuented e netition signed vy

most of the 1eaaing business men of Avalon, reading as follow3- 
"We the unuerﬂxgned business men and nroperty

owners of tze City of Avalon, County of Los Angcles.
3tete of California do petition your: honoraole Board
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tast in considering the ratos from fhe‘mainland'to

Santa Cataline Islsnd, that yow will teke Iinto considera=-
tion the dependence of Av&lon{'on the support =nd nrotection
granted by the Wilmington Traucportatlon Compeny.

"Wo beliewve thet 1t wonld be impossidle for the
texpayers and citizens of Avalon to support the tomn as &
high cless vleasure rosort without receiving aosivtance
from the Wilmington Transportation Company.

"Wwe understard that the Sante Catalina Iuland Co” s
business is so interwoven with that of the W.T.Co, that.
should the trsnsportation company withdrew: their support,
the veluwe of our prOﬁerty snd business would undoubtedly
devroeclate.™ |

In sccordence with. thc reouest ol the parties, bermission
was given to £ile briofs. The briefs have oeam filed and the l"

se is now resdy for decision. -

For meny yeors, uilmington Transportetion Compony hasg -
been overating its vessels for the transportation of pussengers .
and freighf botween the port of San Pedro and the port-of'Avaldn.
on Sants Cataline Island, Thio compery iz the only common carriér

which has operated throughout the entire year from the mainland

to the Island of Smta Catalina.

The rate cherged by Wilmington Transportation Cbmpany
for the transportation of passengers ige $2.25 per round trip |
between San 2edro‘and Avelon, and $1.50 for 2 simsle trip. The
company also hes in effect o »ate of x~.00 per round trip, good
from Saturdey or Sunday to Monday, end a perty fare rate of $2.00
ver round trip, limited to two &ays from the date of ssle, for
regularly orgenized parties of 30 or more. The freight rates of -
Tilmirgton Tr&néport&tien Compeny sre based upon 2 rete of 20 centh

per 100 pounds, with vaeriations irn sald base rate geﬁerallyiﬁepend4 7,‘°

ent upon the floor space in the hold of the vessol necessary to

accommodate the particwlar commodity.

Tilmington Transportetion Company has at times been
sublect to coxpetition during Qertaln seasons of the‘year.on the
pert of otrer vessels rlying between Sem Pedro and Avalon orT Long .
Beach ané Avelon. These vessels have not undertaken tB?oarxy.‘
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freight but?con*inod themvelvee to the trqnaport&tion of passengers.
Turing po:t;on, of the yc er 1913, two ve°sels -opereted by gasoline,
the "™Wellle™ end the "San Diogo." competed with TWilnington Trans-
portation‘Company in the transportation'of passengefs; Mr. 4. Co
Melone, owner of tre "Wellle”, tostified that there wes not busi-

ress for two vessele end’ thet the "Nellie™ dropped out on or about
| Séptember 18, i915. The fNellie; started with & round trip fare

of $1.00 in 1913, but reduced ité fare td 50 cents and 60 cents
vhen the "San Diego" commcncea opera*iong. The "Ssn Diego”
chwrged e rpun& trip fare of $1. OO while the "Ncllie" was charging
S0 cents;'”mhe "Wellle™ Les & gross tonnage of 47.7 and has &
length somewhat less than 60 feet. Che vesséi pliés between Ldng
Beach end Avalon, 6ver a courso of some 27 1/2 nenticsl miles.
Eersonq deciring to visit Sante Catalina from Los Angeles do so
vy going either XXX Sen Pedro or Iong Beach.‘

During portions of the year 1914 the “Nellie“ and the

"San Diego” both,operatod. In 1915 the "Nellie" continued to run
between Long Beach and Avalon. ”he “rate charged In 1915 wes $1 10_7 
peox round trip. A small boat known as the "Calypso" also ran
during & portion of the year 1915 between Sen Pedro end Avalon.
It ;ollows thet persons desiring to travel by common carrier botween

the meinlend end Avelon have been able durmng the yeors 1013 1914

&ﬁi 1&1g Lo %ruvel ~in the smaller vesselsg herein réferted”to;‘at 
Tates muck lower than those charged by milmington Tr&nsyort&t&cn .

Company for transportation in 1ts largar and more commoaious veaaolu.

In 1212, Avalon was incorpor ted a8 & city of the sixth

Prom 1909 to 1615, inclusive, ewcept the yoar 1914 ‘

the exypexsos of maintaining Avalon as & pleasure resort including o
exponditures such as teklng care of the streets, policing the

town and disposing of the sewage, wbich'are‘or&inarily'roggrdea |

a9m
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.f“nnicib“L Tunctions, have bocn to s conyiderable GVtent n91d

\ steline Island Compeny, which compeny, in turn, was
reimdursed oy Wilmington Tramsvortation Company £rom the‘revenue'
derived from the vranobortut¢on of paysanger° and froight between
San Pedro crd Avelon. | (

At the hearing, the compluinants introduced in evidence
the froight rate schedules of ¢ mumber of common caxriers by water
between San.Fruncisco &nd cersain Qoints on-San Fr ancisco B"y ond
in the »ivers ibutery to San Francisco Bay. Yo evidence W&n
introduced with reference t0 ve songer raueg or ocean. boing trens-
portation of either pacsengers or freigh /evidence was introduced
0 show & similerity of conditions surrounaing the transportation 
wder tZe rates introduced in evidence, on Sen Francisco Bay,
with the conditions oovornzng the ocean b&i ne %ﬁgnsportation
between San Pedre snmd Avalon. Tho evidence/line-introduccd by
complainmts ic not of suek 2 cnuractc* 26 to be of stiutance to
the Commiceion in deto“mining just and weasonadlo rateo to be
cmrgod,bj vilmington Transvortation Company :f:‘or the urmsporto-
tion of either yassengers ox ;relgnt; |

Comprehensive reporis covoring the vﬁnue'of the operative
property,‘the maintenande and operating expences and the ellowancas
for depreciotion in conneetion with thé oporcetion of Wllmington

anSnor Sotion Compeny end a vortion of the operstions of Santa
Cavalina Iglend Company were vrepared by the R 1road Commisuzon's
experts and were introduced in evidenco in thi '_roceedmng.

82all refer first 4o the Wilmin on ;rqnfpawtation
Compeny snd then to Santa Catalmna Islend Compeny.

ke foliowing table shows the ostimsted repro&uctibn
cost new, *hac ectimated annusl depreciation and the aétimgted‘
deprecisted reproduvction cost of the property of Wilmington-ﬁ&anss

portation Company, used ond useful in conmection with_the!Comrﬁny's




freight and vassenger business between San Pedro and Avalon, as
of June 30, 1915, &g prepared and introduced in evidenee‘by

Mr. Paul Thelen, one of the Commission's engineers:

Table I.
REPRODUCTION COST, ANNUAL DEPRECIATION
AND

DEPRECIATED REPRODUCTION COST.

| ' o Depreciéted
Reproduction Annvuegl - Reproduction
Cost Depreciation - Cost
Cabrillo.ceeacaara... $207,593.72 § 4,700.00 $1$5,893.72 |
HOXTOS8eoseesenssanses 90,337.87  2,950.00 51,987.87

Tisto (Tubgoet)eeeeeae  9,712.61 860.00 7,992.51

Yord Detwncheeeeeeesees 780,00 40:00 | 460,00,
Teter BEr@6ecesssesece  2,650.87 73,00 1,774.87

Extra Equipment for - .
VesselBeseseaass  8,974.82 600.00 - - 5,974.82

Shop Machinery & Tools..l2,544.64 = 501.79 ~ 8,459.48

Mscelleneons Shop . S
BulldingSeseecesoa 8,466.34 262921v 6;140.07

Docks and WRATVES «ee..s 5,226.20 134.43 4,352,165
Stores and SupplieSe.... 3,332.69 3,332.69

Gemersl Office Fixtures. 861.50 861,50

Interest During Construc- . .
B 1) (T T TN IEARRE 6,625 %  6,623.95

Adniniatrative and ' .
General.o........ 7, 500 00 7,500.00

" Working Cash Capitaz....ze;soo.oo 12.500.00

Grend Totel..B377,105.11 $10;021.43 $273,853.63

FOTZ: The Vivo is considered in the same class as the Warrior and

the Uustom House Lighter, nemely not engaged in the business
- between San Pedro and Avalon. The Listo is 1ncluaea above
on the essumption of ome full tug to towage and ono fanhe

tug to. the Awalon buoiness.




As will be noted, tre estimated reproduction cost new

of tkis property is $377,105.11, and the estimated depreciated
reproduction cost based on the straight line method, is
$273,858.63. The estimated annual depreciation, similerly based
on the straight line method, is $10,021.43. It becomeé{unnecesaary
4r this proceeding to yass on tkhe qnestion of the method to Dbe
pursued»in estimating depreclation, for the reason that the
estimates preparéd by this Commiséion's englneering depbrtﬁent
as well as the repo;ts of 1ts suditing department, have been.
accepted in full dy Wilmington\Txansportation Company.

The following table shows the profit snd loss account -
for the years ending Decexber 3L, 1911, 1912, 1913 and 1914,
iz commection with the operation of the vessels of Wilmington Trave-
portation Company engaged In the public service, a8 reported by
¥r. 7. G. Bughes, one of the Rallroad Commission E: auditora,
to be shown by tho books of Wilmington‘Transportation Compeny,
witk tkhe exception that the ezpenditu#és Lor the Qperation‘of
Ceptaly Beanning's yacht have been eliminated:




Table No. II

PROFIT AND LOSS ACCOUNT FOR TEE YEARS..ENDING
DECembeT. od, LOdk, 101, L1015 &nd I§IZ.

WILMINGTOR TRANSPORTATION COMPANY.

1911 1912 1913 1914

Earnings 274,731.68  258,732.07

Expenoes
Operating Steanmers

237,688.42 155,008.52

Repairs Avanlon Wharf
Gerersl Repairs
Eandling Freight San Pedro
" Avalon
Bar Supplies.
Shop and Yard Expvense
rreight znd Express on
Naterial

Selaries =

Manager & Superintending

- Engineers -
Clexrks San Pedro & Avalon
" Los eles

Meals.provided employees
Rent San Pedro O0ffice
Stationery
Telephone
Taxes
Insurance
Franchises & Liocenses
Attorney Fee
Loss and Damage
Miscellaneous

55,977.12

,689.42
6.999.08
1.908474
3. 691458
1,054.32

404,95

6,600.00
1.422.15

3,962.50

622.85
520450
6,825.95
5,53L.25

13641
162.00

54,390.86

214.98
3,425.66

9,004.07

3,292.94
3,298.54
498.24

502.30

6,600.00

2.484.95
3.780.00

2,998.15

C 375.32

5834 50-
4,997.09

——— .

5, 154450

260.14
928 77

54,812,563
495.14.
2,012.92

7,624491

2’ ,974.15
4, "521.94
: 957.14‘

149.78

6, 600.00.
20422.50
20829.44

614.03
555.00.
4,879.39
5, 949.50

- 561.97

120.00"
504.27

555,000

6,197.32 .

4, 2015.10.

> 275400
210.68 .
238. 763‘

Totel Expense -

99,508.82

102 769 8l

510.32
101 vae.oeﬁ

%,001.95

Profit before charging
Depreciation and ex-
penses incurred by Island

Co. 175,222.86

Deduct expenses incurred .
by Ssnte Cataline Island

155,962.26

54,783.81

135,902.36

39,751.48

61,006.57

Coe. ‘ 39‘984051

16,301.42

Profit before charging Depre=~

oiction - 135,238.35 101,178.45  96,150.88  44,705.15




”‘he following teble shows in Getall the expenditurea
1ncurred nv Santa Catalina Island Company and deducted in

Table II

Toble IIT.

EXPENDITURES INCURRED BY
SANTA C‘ExrfﬁffTSIZKﬁ‘taEEZEV'END RE~

SRANSPORLTAT ION COMPANY.

1911 1912 1913 1914
Advertising 12,591.82 21,900.87 16,214.56 13,861.24
Attreotions-band 14;559.82 16,778.35 14,418.39

Collecting and
beraing garbage | - . \
on- Island - 1,286.66 105.54

'Mhintenance of
golf course 315.19 B57.25

Police patrol 1?152.00 1,607.98 1,481.21 668.47
Mhintenancé or

streets and ' :

1awna - . 10,080.13 13,821.62 7,564.17 1,706.61

Mlscellanéoua —— 12.20 - —-———

39,984.51 b54,783.81 39,761.48 16,301.42

During the year 1914, during which year there was no
cont:act in effect between the Fresholders Associstion end Sahxa |
Cataline Island Company, the expenditures of Sants Cataline Islsand
Company were muck smeller then thoge of preceding yeers. During@n
this Year, Santa Catelira Islend Company did not gnpply'a‘bahd;
while\the town of Avalon, 1ncorporated.in‘1913, peid in wholﬁ or
in pert for certain expenditures which ere generally'regardea as
municipal expenditures, dut waich ned theretofore been paild by
- Sante Catslina Islend Company. w
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Referring now to allowances for aeprecietiqn; Wilming-
ton Transportation Company set wp no sllowance im 1911 and 1912, -
but set aside $20,100.00 during each of the yesrs 1913 and 1914.
‘Mr. Paul Thelen made an estimaete, which was accepted by Wilmingten .

.Trensportetion Company, of $10,021.43 as a proper annual allowaneo _'

for depreciation.

As alreedy indicated, Wilmington Trensportati on Oompé.ny
has been uwander contract with Sante Cataline Islend Company tocpey
rxxx to Senta Catalina Island-Compahy‘eaoh‘year 80 per cent of tﬁo
coupany's net eernings, after deducting in addition to'Wilminéteﬁ
;ransportetion Company's own operating and maintenance expensee.
guch amounts as Santa Catalina Island COmpany should exeena for
"advertising seid islend end the different resorte thereon a8
places of resort and recreation; in furnishing suiteble attrace
tione and emusements thereon; in operating and mainta;ning the
gerbage plont at Avalon; in meintsining the golf course smd golf
clud at Avalon; and in gprinkling, clesning and electric lighting .
the streets sand public places in Avalon.” These provisions afe
contained in contract dated February 1, 1904, betﬁeen TWilmington
Transportation Compsny and Sants Catalira Islandcempen;;-intro;
duced as defendant's Exhibit "A" in this proceeding. This con~-
tract expired by limitation on Fobruery 1, 1914, but Wilmington
Transportation Company snd Sante Catel;ne Islend Company have
contizned to abide by its texrms in the same memmer as though the
contract were still in cffect. |

The following table shows passenger and :reight«eerninga
and; ezpe#ses, depreciation, earnings aftex depreciation. b v o
80 per cent payment to Santa Catalina Island Company end the net
profit of Wilmington ;ransportatien Company from its pu$11¢ utility
businesa for the years ending December 31, 191L,1912, 1913 and 1914
snd the total for the four yesrs: '
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DAL
ZA3LE TV

TARNINGS AND 222 ENSE

Iiv.

S - 1911 1912, 1913 ond 1914~

WIDWINGDON TaA

u~ORQATIO*

COMZAN

1912

Eauuenser end
Freight Zorn-

- B
woeonsaesbtsrese

2ecsenger and
Freight Exven~

CEE saensssane.

274,731. 68

139,483.33

258,732.07

157,553.62

237,588.42

141,537.54

155,008.52

110,30%.37

926,160.69

548 ,887.86

Sarninge over

o Exp@nses.oaooyoi

Loss devrocia~

tiOl‘.’. (XA EXENI KN ]

135,238.35

10,021.43

101,178.45

10,021.43

96,150.88

10,021.43"

44,705.15

10,02) .43

377,272,835

40,085.72 -

Zernings aftor
doprecintiot..

Less 80% to -

125216.92

91,157.02

72.9

86,129.45

68,903.56

34,683.72

27,746.98

537,187.11

' 269,749.69

£.Cele COonnae

B 2R07I....

100173.53

£5,043.59

18,231.40

17,225.892

6,936.74

67,437.42




The 80 per cent payments to Sente Ceteline Islend
Cempeny shown inm the foregoing tadle do not correspond with the
actual payments revorted by Mr. Hughes as appesring on the beekavz
of Wilmington Transportation Company, fer'e‘number of reamns,
including the iten for tae eperation:ef\Captain-Banning's yaeht:
and also the fact that propor allowance for denrecietien have
not heretofo*e apneared on the books of Wilmington ”ren3portation o

Company.

From Table IV it apnears that the total net profit of
Corpany
Wilmington Tronsportetion from its operations during the yeers
1911.to 1914, inclusive, sfter meking the 80 per cent peyment
to Semta Cetaline Islend Company, was $67,437.42, or an aversge
of $16,859.85. This not profit amounts to & return of 6 1/10°
per cent on the estimated depreciated revroduction cost of

&973 853.63.

If nothing further oppesared in this csse, I have no doubt

1t would be gomerally sdmitted that tho rates of Wilmingten Trans-
portatien‘Compeny bave not yielded an excessive return. C:omj»lea,:!.‘:‘:-i'l
ants herein, however, urge that Wilmington Transportation Compeny B
shonld net be allowed to pay fO'Senta Catalina Tsland Company the
80 wer.zent of its net profits heéreinbefore roferred to, in which
event 1t would appear that Wilmington Treamsportation Company 18.‘
meiking o very large reoturn. It accordingly becomes neeeseery‘fe‘
give considerstion %o the position of complainante with ;eferenee
to said payment by Wilmiﬁgten TransportetienICQmpeny to Smmue.
Cetalira Islund Comneny. It is ﬁrged by complainants thaf“euch
.peyment by Wilmington erensportetion Company 1s nltrs vires, and

in any event 1s excessive. The articlee of incorporetion of
Wilmington Yransportstion Company glve to the company the right to
carxry on "a general tran°bortation, towirg, 1ightering, stering,
wharfage and wareaouse business.”™ Under the power: to cerry on

& genersl transportation business, Wilmi“gton mrensportatlon
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Company would certainly have thé right to establish the neceésaiy
termi;aIS”and also to 4o whatever is necegsary &s an incident foy
the transportation business to insure Lts success. Uniess the,
Islend of Sants Cateline and the town of Avelon ere mainteined

as desirable pleasure snd health resorts, there would bé'but*lit:le
pusiness for ﬁilmington Sransportation Company. What Wilﬁington
Transportation Company haes the right itself to do under 1ts arti-w

cles o incorporation, it cortainly has thoe right to cgpuse %o be

done ir its bdehalf by its agent, the Sante Cataline Island Company.

I am convinced that Tilzington Transportétibn‘Company i3 entitled
to credit as operating cxpenses whatever moneys are-prdperly and .
reﬁsonably expended by or on berolf of Wilmington Tramsportatfon
Compeny in meintoining those portions of the Islend of Santa'
Catelina which ere used by and for the pudlic. If any 6f'thé*‘
paymeric mede by Wilmington Trensportetion Company have ﬁéen‘

technically ultrzs vires, the defect con be,éaéily‘cured fér the
fature by an smendment to the company's articlgs of-ihcorporétion.

It now becomes necessary to consider the operations 6£
Santa Catelina Island Company in connection with the compény‘a‘
service to or for the public, to ascertein whether the payments .
‘made by Wilnmington Transportation Company’have~been exéessive;_

In Railrond Commission's Exhivit No. 4, Mr. Paul Thelen
rbports that t0 rovroduce newvthe property of Sante Cetaline Islerd
Company directly used and uwseful in connoction with the gtt:acfions
and facilities‘which Sente Cetalino Island Compsny offers its |
patrons and thosec of ﬁilmington Transportation Cbmpany in Avalon,
together witk improvements on the Iuland but excluding all lend
values outside of Avelon, would cost @ sum in excess of $1 800, OOO
end that the deprecigted cost to reproduce this p:oPeruvaoulishe
& sum in excess of %1,200 OOO; “The principal 1tems cntering intév

the improvemenis which sre used snd useful in the public service

building
are - ampanitheatre ond band stand, aquarinmﬁan& equipment bath
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rouse exnd equipment, Canvas City. cottagee. electric plant, fresh

water system, Ireight house, golf c¢lub, Island Villa} Islmna

Ville Eotel, Isthmus and Howlands, Motropole Eotel and cquipment,
pevilion, rosds, resexvoir, sewef systen, stréet lighting, shops{
end werchouse. CThe real estete allowed in ﬁhe‘ioxegoing.cOmpﬁta;
tion consists of only those percels of reel vroperty In the town
of Avslon which arehactunally used in conxection with the attracf
tions and fecilitics which the Santa Cateline Ielend Company offers
to its patrons snd those of Wilmihgton qunsportation,COmpany.‘

- Senta Cateline Island Company dexives no oﬁerating‘;
rovenue oxecept from its rentals in Avalon and its attfactions-on
SSnta Catalina Islend. The foliowing‘téble‘is a summarizod'sfdtef T
ment of tho operating ané othef'revenues and the operatiﬁg expen;
ses of‘Sanxa Catalire Islaond Compeny from October 27.'1902; to
Docexbor 51; 1914, including the emounts actuelly maid by
Wilnington EranSportatﬁon'Company under its contract oroviding

for tho peyment of 80 per cent of net profits:
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OCTOBER 27, 1902 TO TRCKUBER 51, 1914e
SANTA GATALINA TSIAND COMPANY.

I [ Opereting I #0% | %otal | Operating [¥et Revenue }
I Period I. Revenwes I of Profit | Revenues | Expenses [ of 8,0.I,00]
I I of { oz I [ inol. Taxes'[ = defore. T -
1 I : : 1
I Iy . 1 I$ - 1
[ Year to Sept. 50, 1903 - ] 278,856465] — I 278,8B56465]. '241.208‘951 37,“7.70 T
[ = * » “w'igoa I 260,703.121 —- | 260,713.12] 249,434.38] 11,278.74 1 °
] = = = » 39058 | 249,328,301 56,621,791 305,950,09] 223,403.58]  83,546.51 ] °
'] & w n #1506 I 320,852,441 33,753.591 . 354,606.03] 288,682,04] 65,925,991
) m w w w3807 ] 340,610.61] 125.472.54] 466,082.95]  319.486.54] 146,59%.41
] » w w » 1908 I 222,457.14] 64,599.36] 307,056.60] 207,938,701 99,117.80 |
I ~ w % w1909 | 234,706,751 117,397,96] 52,104,711 225,259.85] 126,866.36 [
J » n = » 1910 I  309,696.80] 116,147.03] 425,843.83] 552,123.;511 93,720,221
{ Th¥ee mos.to Dec. 31, 19201  32,753.87] 46,125,218  78,879.,08]  61,286.50] 17,592.58 |
[ Year to " 1911] 322,873.86] 127,769.101 450,342,961 338,611.08] 111,731.93:] .
[ = » " " 1912] 295,315.791 78,436.861 3I73,752.65] 300,598.641 73,154,011
[ = = mo® 19131 249,012.701 62,247.89] 311,260459] 240,578.981 70,681.81 |
I »~ » o w 1914] 160,900.25] 19,985.,12] 130,88B8.37] 169,200.,98] 11 684.39”
| S . 1$ I$ - [$ | ¥ [
Potal So 277, 778428] 868,566.,25] 4,14:6,334.83] 3,197 794 28 948 540.25 [ '
[ 13 €3 k - I .

Totale last 4 years | 1,027,802.60] 288,438,97 1316241.57~1048989¢

. NOTR:

The colum of Operuting Expeunses above includes some oonnid.orsblo amounts tor '.Boplaoo-
mto", thou@ not sufficlent to equal an adequate allonno@ for do;prooia..‘:ion. ;
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Deiing the last four years, it appears that Senta
Catsline Islend Compaﬁy mado & total profit, after recelving the
80 ver cent payment from Wilmington lransportation Company, of .
$2671251 94, or an average of 66, 81°.98.per yoer. The estimated
annusl deprecistion on the improvements of Senta Catalicn Islend
Conpery is 927,~57.OO. A vart of this amount is alreedy included
es replacements under the operating exgenses shown in Té:le‘v.
EowQVe* meking no sllowance whatsoever for deprecistion, the
averaege snnual profit of %66, 8*~.98 for fhe last fbur years ﬁould
vield & return of bctween 5 por cont and 6 por ocent on the suh of
$1,200,000.00, being the estimoted deprecicted reproduction cost
of thet pdrtién of the prqperty of Santa Catglina Island Company
which 1o wsed ené useful in its sexrvice to the public. Such 8
roturn iz by ne means unreasonable. : g_

I do not meaxn, by axythaing herein said, to pass on the
qurestion waether certain cxperdiiures in comnoction with the tdwn'

normally - -

of Avalon wkick Woul&/ be.. rﬁn;cipul oxpenditures should be paid by

the town through taxetion or should be pald by o privete COnCOTn.

T™ilc ig o motter which the town of Avelon must solve fox itzolf.

Eovwever, even subfracting Irom the operating expenses o Sénf& |
Cetaline Icland Compeny ond “ilminston Trensportetion Compeny the
cums heretofo*e rald for police natrol. comorage and the mointonance
and other usual municipal expenditures,

of streets and other public place°/ the return received by Smte
Cat alina-Islwna Company and ”ilmington ”ransport¢tion Company
would still be far from unrea °onable.

¢ slresdy »ointed out Wilmington Transportétion‘Company |
is subject to competition in the transportation o paﬂsengers on the
pert of vessels the fares of which-are ar less than those charged
by Tilmington Trancportation Company. EHexnce there is a means
available by which the public, if it so desires, caﬁ travel Dotween
Sen Pedro end Avelor at rates meterially less than those chaxged
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by Wilmington Trancportstion Company. It uust be said, nowever,
in this corneciion, that the service rondered by Wilmington Lrang=-
portation Compeny iz £xx superior to thet rendered by its competi~
tors.

ATter o cereful consideration of sll the evidence in
tais cese, I £ind thet the retes now cherged by Filmington Trans-
vortation Compeny for the tronsportetion of passengors and,ffeight
are not wnjust or waressonsble. The complaint‘éhould bo aismiséed.

T gubmit the Tollowing form of oxrder:

- The above entitled proceeding having been submitted and
being now reaedy for decision, | '

MES RAILROAD COMIIISSION HERERY FINDS A4S 4 ?ACT that the
rates now charged py WILMINGTON TRANSPORTATION COMPANY for the
transportation of‘%assengers and freight betweon San Pedro and
‘Awdlon are not unjust or unieasonabie rates.

Basging its order upon thae foregoing finding of fact znd
on the otkher findings of fact which are contained in the opinion
which precodeg this order,

I™ IS HARNPY ORDIRED that the above entitled complaint.
be and the same is herebyidismissed.

The foregoing opinion and ordexr are heredy approved and
ordered filed os the opinion and order of the Reilroad Cormission’
of the State of Celifornie. |

Dated at Sen Irancisco, Californig.
of Decerxbor, 1915.‘

Commiss:onere.‘
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