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Wa.lter D. :alie'2: ane. George '1'. Xlinj: tor Ls.;Cc 'J."aohoc Rc.ilwa.y 
~a T.r~g~or~t1on Comp~n7. 

ZHZLEX" Comm1ceioncr. 

ThiG proco~i~S W~~ broueht on tho F~ilro~~ Cocm!oeionr~ 

'1nitietive for the p~oce of. a.eccr"ta.i:lir.g va.riouc olo~en~", onte:- . 

,ine1:c.to' the vo.lu~' of, thol)X'operty ot the LakeTalloe P..e.ilwa.y ~, 
'-, 

Tranzportt.tion ComPJ.~Y. 70r t:b.c genc:al J.:Iroeee:t:c inthecec~ea.lled'I,! 
rs.ilrcec1 v~J:lJ:l,t1on oCoee,,' end .tor eo general 'e.eocr1,::±on of- t:b.e~tt:::e . ,'i' 

of, ~e work ;pe:forme''by thio Com:i~eionTs engi:leermg'dcJi)c.:''tm¢:lt,1n 
, ~.'\ • I I '.', 

conr.eetion there"llith, reference 1c :b.ere'by m::34e- to -:his Co:C:!o:zi'on"s 
I ". ' '.' .',' :,~"..., '. 

op1nicr- a:c.d f1:l6:1:lgtr in Cese No.ZOG;, being t:oe zr.a.tter 'o:!' aacert:l.1l:.i:lg 
. . 

tJ:.e vlllue o'!~e ;property,' o! :~:c.e Ztoe~ton Tenr.i:=AJ. and' E.!..stc::n, B3.il-
.. . /' 

roe.e .Comp2:nY. As i:l; tha t,·ct:.ee, 30 here a;lzo! obAll, me.l:e t.1::ldi:c.goo~ 
, " ' '', ' 

, 1"a.c~e.:ld l3ha.llnot ma.ko a. !ind1=.g on *'e celus1ve Cj,uez-:1on' o! the' 

vaJ:c.e" Of. tho' ;prol'el"~Y" irrcapeetive 0-:, ~:b.e p't:'po~es '1:01" v1hich, 'the 

value, is, a.ecerta.i:J.ed. 
". 

I<·th1~i t well tl.t tl:.e. out.ceo: to dei'i:.e eer~i.::. tcrm.z 'whieh , , . " 

will be ,'used, herein. ' 
II. 

',', I,' ) • , • 

The tem "or!.g!:l~l ,O'oot" e..s used in thia opi):.i'O%l me=z--tll~----'·" 

actUal expend1turel3",ill eo..oho: 1tcoo..uivo.lent, by the R:.11-::a.;r Comp=1 

tor the'pl'lyeieal el=~t:le:c.terin'g into ita opcr,c;t!ve ~:o~rty,,,, S3 
of June ')0, ,1912, to which: are adecd overl:.e&ei. e~enc11-:-ureG' tor cngi- ' 

neering, 'la.w i' 1nterezt 'e.nct eo:m:iszi·e:.c a=.cl G~ila.r 'i:tel'!3~ 

, Thete:::::.;,;,:re:9rOduct1'enva.lt:e',"az '".:.ac::C: 'i::l th~:~:6~in1on:,' me3:rls. 
"" ;"1.'" .', . • """ . . 

. '" 

, the cst:imetcQ; eoc.t i:l ee.oh o~,a.c~'Ui:i;cg. the operative %'i'ga,to! way; 
", ','t," ," 

~d other' =es.l ea.tat:" and 0'£ :e:t:ro~::lci:lg in -=he cQndi,-:ion -in v/llioh"it, 

.,;.-, ..... ' -.,' 

... 



w~o aoqu1red .~ the ether oporative phye1o&l ~ro~ert7 ot'~o I~1;

'Wf),':/ Compe.n:y ee of June 30, 19l2:,. to> Vo'h1ch el"O 4dd~d oV6rhead oxpon-
.. , 

41turec for cnginoer1ne,l&w~ 1nterezt and co~e$1one ana similar 

1tema. 

~:b.e term "presont va.luo-"., 8.3 used in tMa. o:p1nio:a.. 22e.ue 

the "r~roduet1on 'VOJ..ue·" less the. diminution in theV8l.ue of the 

phys1ealelements of the property. due to use •. age. obsolescence 

~h13 might properly be celled "deproc1a.tod re-

production value.". and does not ~esn t~ ~t~te fact of ~r~s~t 

value ez t:b.8.t te=m is ordilJ8.ri1y used ~ 
-As directed by the Cocciesion. the'?~l~y Co~anj filed 

with the Comcission its 1nvento~ of property. together with a 

state~ent of the orig1nal cost, reproduction ~ue ~ pres~t value 

thereof. ~he final S'O.tl:IlB.17 sheet of this l'eJ'ort is e.~e.ehed to tll1e 
su::mna~ . . . '. 

\' . -,J 

opinion o.mms.rlted ."Exhibit A"., n.is~1ne.l/3heet is !ragmenter,-,., , , 

¢ont~ns no statement whatever CO:lccrni:ag 1:lporta:nt it~ms such ae 

the repr~uetion vs.lue and' pr,eeent va.1ue o~grs.ding,. overhes.d.exp-ensea .. 

and otJlor expenditures and -:or the.t reason 1$ o~ but little v.s.lue' in 

oonneotion 'iitll. this 1:lqa,1ry. l:!evertheles$ the $he~t is Is.tta.ehe~ ~O%' 
.,., , 

'silch valu.e'Sos. it may ::cava. It should be noted~ h~weve:r't th&t" 0::::' the 

1nd.1v1d:a.8l. sheets of, the 1::;ven:tory and a.ppra,isal foxms •. the .?..a.llwe.y 

Compa:c.;; gave the d eta.il.s o! certain. items which are no:t, entered-in . 
I 

30:e of these 1temz were o!'~s$1zt~ee 

to th1eCommisz,1on' s engineer1ng clepa.r'tmen-: 1n' propSl"ing 1ts est1l:late •. 

~e COclniSS10:l' s eng1neer1ng d~pe.:rtment also prep.a.red· 8. ' 

report con.cerning the or1ginD.l book cost. the reproduction value and 

the present· value. of the physies.l eleme:o:te; of the opera.t1veprOJ?ert:,r 
. , " I " 

o t th'e r ailroe.d as of June, 30. 19l2. 

this r~rt is attached :b.ereto s.nd ma.rked "Exh1bi t :3". 

At the hearing the ?..e.ilwa.,. COl:l:Pe.ny a.eeepted in generaJ. 

the estima.te of this Coc:cis~1on~ S' eng1!leeri:og depe:.rtme:c.t, but 1:l84e ob-

jections to t".ce following items ~~ere!.n con~ined: 

I 
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.' 

(l) The ropr,oduct1on 'V'O.luo 8.lld . p.resen't. vClue-· otr1eht 
,/ . .' " 

of ws.'S $.nd zta.t10:l ,grounds. 

C 2) The reproduction end :preeent 'V~ue o:r8l'6.d1l:lg~ 

( 3 J The reproduction s.n4 ;prese:::.t, 'VS.lue ,offioa.t1:l.g 

~g:a.1:pt!lent .. 

. These objections. will hereafter be conside-red 'indet&11. ' 
" ". '.' .6 ~ #' " " ' 

. , • • , • I 

InconnectiOll V11thtb1s1l::.qa.!.:ry·I she.ll ,eo;:.s1der the fol-: 
" 'lov:1ng tlStters: 

1.. 
') , . .... 

Orga.n1..zs.tion,· eonstra.et1ontul~, .opers.t1on. '. 

Stoeks 8.nd. bo:o.ds.' 
, 

Revenuessnd ';expenses ~ 

4. OrigineJ. cost· ... 

S _ Reprodue:t1011valuo. 
. '. ~ 
, .' 

6. ?rosent value. 
. ,. , .'. ~ .. 

'1.' , O?'GANIZATIO~tCO!~ST?UCTIO~ AD OPZ.?.ATIOIr .... 
The .lJMe ~ahoe ?.ailwn:; ~d Trru'l3port.a..tiox:. ,com~:; was· 

m~ol:'porll::e<I in J)eeemb(tr,. :LSSS,.' 'C.'O.der the la.113, of, the ctS.teo~ 

. Cstifornis. .. t'o'con3trU~t' .a. 11:i~ 'of%S.1lroad"!rom~rueke&. Zevads. 

Co't:.nty~, to Te.hoe en,.. ?le.ee:r:'·co'C!l.t~., eo ,dist&.l1ee o~'l5' ,mU.:es .•. :lore .. 
• j • ,;4 .. J :.' • 

or::1e8s ; also to o-:m ai:d operate fre1eht andpaisenger, 'boats-Oll.' 
\' 

r,e.ke ~e.h6e; 6.lld t 0 'buil~~ ce.inte.1n ~Dd oper8:te , •. ~ong . oth~r: things" 

hotels. and. a:pJ;ro.rtenances.neeezzs.ry thereto. 

I;'; 

" 

Construction on the' ra.llWe.ybega.n in A~il'l.S99' a.lld ~ 

eOrU,:?loted in ~900. rAe :ae.Uroa.d, bou~ the p:rol'&rty o~ -the ~aJte 
, '. '1.;'" 

~t3Jf:...)e Zra.ns:portat io:J. CO~a:l:r. cOllzist1:l.g pri:x.e11'ally o~' vesselz 
:;'.' '>~ . . . I • • .," • " , • ~ . " ". ,. 

w"tigating Lai;e ~&b.oe ~ wharves o.nd· t:taCh1l:.o shope. ana :&ts.o .. the' 
+ • " ' ,. .' •• ' 

re.1lz and'. ro :.ling· stock of tJ:.cCe.rzo:o.-.!I!al::.~. n-wne, e.nd.'l;ll:lber Co'Cpany~ 
VIl:.iehm& oJ?e~s.ting a.loggingrs.ilroa.d. 

O:pere..tion eo=e:iced'.~in 1900' Or 1901.· 

~hera.1iroad.fs trs.ck mlea.ge eOllsiate of 14.70 mil.ea: of 

O&1n line end., 4.46 tl11es of S1d1ng· •. , spurs and other' tl"8¢ks,' m8king 
.".' , . '1',. 

a tot:;t.l. :tl.ilea.ge o:! 19. ~6 :ile s. ~~ gaugo of the ·raiiroe..d:1s 

Z fe&t. ~he Co~e.n'S also' OmlS eor~:tn boats and zteBJ:1erz wli1eh 



. ~o i'- ~eight and. p~Lseeneer' businoss on ~lce ~e.'hoe betweon ~~oo 
Ii 

pa.ny a.lso owns and opera.tes e%'tens1.v& ho·tel and.,. ts.ve::nte.ci11t1ee 
, " ... 

at' !rahoe 01 tiT,. s.nd O\"n:lS in·. eOml6ction thereVT1th cons1d erabJ.e 

ve.lua:ole real estate in addition 'to its oper&t1v.c proper-:y. 

~c: rs.ilroo.d is ope::-e.tcd. ;pnneil'all,. for,toUl:1'st tre.vol 

during the ztz.I:rlcr t 1I:le. 

o:! the mnteX's 1:0. tl:is altitude.,. the railroad 1$ operaUd. onl:r 
" I ' 

. d. uring D.n a.ve ro.ge perl od o~ f!. ve :lOll ths dur1ng th~ zp ring s.nd· 

S'Cllll:lor. 

service is reduced to $. 'Weekly schedule. 

2. STOCXS l1].'TJ30!l>S _ ........... .;;. 
" 

The Zs.11ros.d'e t1.ut:b.orizedcs.p1taJ. stoek 13 SOOO'zhe.re& 

o'! eOO!!l.on stoei: of a. p~:r value of: ~"lOO each, ms.i:1:lg tl. tots.l pu 

veJ.ue Of. $500,OOO~ 
looo s:aa.r~& of this. stock, together w1tll. 'bonds 9 83 here-

1ns.fter 1nd1ca.tee.. were exchanged. for the property of'. the'. Lake' 

Ta.hoe T::e.nspo~$.tion COcpan7,. 1l'lclud1ng boe.ts, -:-.hs.rves,. tl8r1n~' W8.7fJ •. 

an4 certa.in other property s.t~e:b.oe City.. 7le have llO means of 

ascertaining the vcJ:ll.e· of this :propert:r .at tAe::; t1me:,1t W8Sa.e-
.... T.. ", 

qu1red bZ". the Rallway .Cor:t[)fJ:Ai/. Another 1000 cllsroe-:o!ea.p1 ~ . 

stook were SOl~.:rO; cash .. ena. ::i proceed~ tllereo:t u:reil to pIlrcllase 

the wharves end equipment .of the Ca.rson-tahoe 1J:a.mo. a:td' !..1l:iber 

Co::pa.n;Y9; and. .elso to begin. the, c·ons.tl"tlotion o! the re.1lro8.d.' 'We. 
"' ' , 

he.ve no reoord of the amount of ea~ derived from the aal.e ,o~ 

thi3 ztQckor of the value of the !'::-op.ert,..reee1ved therefor •. ~e- ' 

reoa.1n1xlg 3000,s:b$.:res of stookappes.:-, to. have' been issued1n 

Co:cmiszion ~or th& year elldillg ,Ja.:lo 30. 1912~ the P..o.ilws.7' Co~ . " 

reports that it is unablet()l s~:ltethe .&lOUll.t o'! cadrc.s.sh or 'the 

va.l:t'~e of the pro:pertY' secured 'bY' thc1sza.e o=! its ce.:p,1te.l: stocL 

T".c.e?.a.ilro8d Comp&lY ha.$ an authorized bonded 1n4ebted-



m&t'l.;l"ing October 1;. 19Z1. interest p&.ynble sem1-annue.lly. totalling 

tho !",ce value of $500.000. Of the 'bondz so a.u thori,zed, sJ.l bn"'le 

been 1zeued. but tho Compan,- rcport~ 'thtl.t bon:dz of this 1ztJUe o~ the 

par :rnlue of OZJ.~ 0.00 a.re no~held: bY' it in:. 3~llg em' other ::t:ulde. 

:Bonde of this is-zue o'!' the ~cc value of $100.000 were issued. to-
gether wi tl:. .an 'equ1 val en t par vsl ue of et ock. as hereinbefore' spee1-

f1ed.1n exch3Jlge for theprope:oty. of the Lake Tahoe !:!re.ll$J,'>o,rt.a.t1'on 

~he rema.1n1:cg bondc bave 'bce!l. $oldfrom time':' to timo 

So tpe.r and lose. the m1n1:::ra.m :mount realized beillg' 93% 0:: the face 

value. and. the proceeds'he.ve 'been uzeo. in the completion of::he,re.ll-
i ' 

roa.d s,:n.d,/the congt:::uct1on and e¢pmellt of the hotel snd. other 'build-

ings at, Tahoe C1t:r.,:?::ld in the :r>urcllase of ~ene' for the Co~~"e ' 

resort at ~ahoe Citl". In its annua.:l report to this Comm1ss1on:!or . 

the year ending J'tule 30 9 1912. the ?a.11.wa.j'" Coc.pe.n,.· reports tha:t it 

realized from the.. s8.1~ of .its entire 1eeuo of bO~ $4S9~650.00 !n 

cash. It shoul.d be reme::lberea. however. in th1e conneet1on~ -::::.s.t . 
,bonds of the fa.ee value of $100 .. 000 were issued tor prope.rty o~, the 
Lake ~e.hoe Transportation Compa.n:r and that the eorreetnecs, of the 

" . 
P.allW&7-·~; Company's rel'Ortas to the a.I:lount of cash real:1zed,,~rom the 

iS3'C.e o:e1ts bonds dePendS in part 0:1 the value of th~ pro;perv s~ 
e.oquire<t !rol:l the :ta.ke :aJ:.oe ~re.:l.Sp¢rts.tion Co~::r.· VIe :ba.ve no re-

l'ort as to the actual val.ue. o~. the property-so a.cq,u1red~. Itahould 

oe noted that the 1tetl o:! stocks and"bond'8.eoVers. both opera:t1ve end 

non-ope::oe.t1ve property of .the :::a.11~s.Y' Compa.n:r~ c:nd the.tco:c.seQ.ue:c.tl7 
". , 

'OJllesssome segregation 1S.lD.8de~ the ite: ~s ~11ery 11ttl.e 'bearing on 

~ the question which is the subject o:!this 1nqu1r:r., 

3. REVEllUES '.AJI!)' ~SES. 

~~ ea.rn1l:gc of the ?..e1~:-:m.:r COt:ljt~.::l.l" for the' :rear ending 

June 30. 19l2. on both operative and !lon~operat1ve property. e3 

reported to t~1s COm=iss1on. wore as folloVos: 
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Gross Net 
Class of 'Oro,ert: Earnings ~ense.s ' Ze.rn1l'lgs 

" 
Eailroad ~)4,Z. 569.46 $35,,180.45 $,8 .. 389 .. 0l. 
St~amor 39 ,,123.01. 24~359.69 14.763.32 
:S:ote~ 13l:.. 967 • 98 . 111 .. 949~,52, 20' 018"46 
Stable 7.21.9.93 6 9 830.76 . ,I· ,'." , 38·9 .... 7 
Cook hcuse l,.600.50 l.694.76 94.26,-
SX:la.ll :Boets 41: 216 .1.5 3 z901.42 Zl~.73 

TOTAl, ~227z697.03 ~8S,916.60 ~Z1780~4Z. 

Deductions ,!ro1ll. incocc ,!or -:he yes:: end.ing June SO" 

1912 • were as follows:, 

taxes 
Interest on 30nded ~ebt 
Other1nterest . 
Addit1onsto s1l:WJ:l.g :tw:ld 
:Discount. on :Bonds. $Old 
M.1&eell.e.:leou adjustccnts 

SUbtracting' tMs Dl:lOUllt ~rom' nC)t eam1ngs 
le$.ve~·a t.otal 'SUrplus ~o:: the 'Yoar ·of 

", " 

:£'~.':~: SUrplus on he.udJune 30·,. 1911. 

Xota.l zurp1uc., on :l:a:c.dJ-ane 30 .1912 

I: 3,.699.69 
.It"" 

Abov.~!1gt%.%'es.· were be.sed on a ta.b'Q.l8::~d sts.te%:lentenelosed 

, 'With a. letter o~ Sep~e::lber Z. '1912 tro'Q. ~r. D. L.!U1ss. " :e:owevor,. 

the annual report ~e to the ?.s.11roc.d CC>:l:l1ss1on 'tnder da-te o~,: 
, . ' 

Sept~ber 24th. 1912. ~howed operat1ng C~en3e& in connection with 
, 

1'6;i1 operations to, be ~Z6 .180~45'1~' instea.d o~ ~35.l80.45; O%,t)enses. 

in cO%lnoct1o:l nth out31do o~e::at1o:az. a.t $l49.7U.~S in3tea.d o! 

$l48-.736.l5: total net revenue in eo.nsequence of these two items 

This results in e. net cor,po:ra.te 

incomo of $6 .. 713.82 for the year ~ v;h1eh .. atter being reduced-by -:".o.e 

profit' ,e:ld losca.eeounts o:r ~3:.350.00 of the above table, 8Jld by 
~1.664.1S for $. reVised tl1scellaneoue adjuztments leaves a. :.et' , 

profit ~rot'l opo %'a.ti on of' ?1.699.69 j,nsteM o~ 93~699.69. 
, , 

, 4. O?..IG!K!l.Z COST 
........ ---------

:s~ r,eforring to ''z.h1bit "A" it m.ll be noted that the 

tha.t ~h1s Cocoiosion's engineering depa.rtment .. s ezt1c.a:te o! o:r1g1::1.8.l. 

eost. e.sSUI:ling eorreet:c.ecs o'! com~an7' s books", V.'S.s ~630~ 793.22 .. ,-
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as So total. is o;! very little vc.lue'. 
:aeferri:le 'Dt)Vf to th1~ COc:l1.e::ion' s' engine.eri~ depo.rt:nent' 3 

estimate. it Should oc noted tnr~t the tot$~' o~ ~6ZO.~9Z.22 includes 

an'1.totl of ~247t736.54r fo,:' TTother, expend1t-a:es",. Itdevelo;!?ed e:t 

the hca.r1ngth6.~ tJlis' item 'doub~leesl7 ,includes at l~t $200:.000 

of ca.pits.l stock iss::.eCl as So ee.p1tal. stoe~ dividend 'a:o.a. :lot rej;)re-

s~llting ou.tla.:r o!JanY ee.e!l. o::ha.tsoever. Itic eonso~1:.ent111m-

poe,sible in this ease to fi:cl tho orlg1nel coa.t of the' propert,..e.s. 
.,; . 

eo veole s.nd I. she.ll ~e no~ind iDg th~re O!l~, 

s. ~ODUC!i!ION '1J:LrJ'Z. 
I • " "-' ... :37 referr1ng to .tJ:.e 3.a.ilwa;r::' Coopo.x:.,." s final ~r.r. 

sb.eet v/h.1ch is ~,tte.ehed horeto a.z ExJ:,1oit "'A". it will 'be noted 

tAat the c¢ml'Je.n7 cs-::1.mo.tee the reproduction veJ.,u*, at $Z'1S.801.53. 

In this tots.l, bo-:;ever.llo '1tetl i8 1neluded for grading" tra.ek 
. I· >' 

fs.ste:lil:l.g3s.nd otJ:.er mc.ter...s.l, ~oat1:ne eq,u11'ment,o:: ove::hea.d. ex-

penses. C01lSeC!ue:1~ly. "::the total so given can ~ve but.117tle' 

wJ.ue.. :By r~e:rrlng to' Exhibit "B" it Will 'be obee:""1ed.,tJ:.a:t th1.s 

Corm:rl.seion' 8 o:o.ginee::i~ d ep~nt estimted s. reproduction value 

t oteJ.l1ng $'53,'121.55. Tho ?.a1.1";'1a.:r CO:lpa.ny, . while aceepti~g most 
, 

of the item.s in this total. objected particule.rl:r to tho :fo~lomng 
.. ~. 

three '1 tems:; 

1. ?1ght of wa::! e.:W.. sta.tion, grou.nds. 
2. GX'~d1llg 
3.. Flott'titlg' eqc.1p:cen't. 

.' ',\ .. 
no ?s.i1we.y CO'O'pan:.vel'e.1I:led~h&t the reproduction. vel.ue 

. of '1 ts nghto'! V1S.'S' !rom.~rtle'1tee.to ~e.hoe 01 t,. zl:.oul~ 'be est1::.s:ted 

b:r ·$.);'Pl:ying front foot prices. I": e.:ppes.rs tbe.t tilo entire' ea.nyon 
. . 

of tl:e Tru~ee ?.i ver" !:rOtl ~r.1ekeo to ~a.hoe City. bas been sub~ 
divided 1ntolots, 7o.a.vi:lg an area·o!s.'bout t~o, e.cres each end.'tbat 

efforts. J:e.ve bee=. =.dc b,- the o-:mersto d1SPOS~ of th.se :lots,., ;' 

O'! a total of 610 lots. 59' only ::.c.ve'been $ol.d. 

-7-



were cold d~ingt~s last year. ~e lots so sold, r~resent the 
best, bu1ldiDg oites ru:l.d were eold s:t from 25% to 50% of! tho l~at~ 

mtJ.%'ke't vaJ.'O.e. From :ra.ekeEt south .. aJ.ong a. t lea.et one hal! the 

extent o~ the Com,.,any' $ right.. of ws::;, otlly ,three lotsbave been 

sold. 
right of we:y =ount1Dg to $54.919.30. being 'on &. b.s.s1e o~ abou't 

~SS.:OO;per acre. Tllsval.ue iss~certs.1ned .0:7 te.k1%l8 & ~rollt 

foot 'value o! :;::5.00 per toot 'throughout the entire extent of the 

..... ,' 

.The right of Wf.).'!!, wa.s a.c<lu1red b,!! the ?tJ.1J:wa.,. CO'm."'.,e.n,. 

~rom the ~:rtz.ekeo I.umber Coc.:pe.:c.y by. deec! de.ted March 0'. 1909:,- ':!'ol-

lo"dng. upo:c. an ,agreece=.t deted' Deeez:tber 1.3. lS98,~ Thesgreeoent . 

proV1ded. 1n ef;teot. that the :R&11":.'S.~ COoptl.:a.y 'sho'OJ.d, oonstra.et, &. 
I 

3 foot :carrow gauge railroad between Tra.ekee e.ud." LsJce Tallo,e~, 'b1 

Ma.:r l5,..l900. together wit:b. three spur tracks end e:rlY extenslons 
for' whioh the Lumb~r Comps:c.y might !'t:l.rnish t,iee s.."'?d ~a.b,o'r., ~ .. 

:aaUwa.y Coc.ptl.tl.ys.gr.eo6. the.t j.t wo1lld transport 10g:3 .~or the l'tlt1ber:~' 

oompe.n~ between S~U&W Creek e.nd Lake ~e.hoe9 including toWing in ,'; 

1"a.ke~ahoe., ;for $1.50 ;per t hO':lsand feet. board. tle$.sure., 8Jld woo-d 
, , . 

between the ss.:e :pointS. for 5~ per cox:d. The ?.a111f8.7. Compauy, ' 
, . . '",. 

agreed ,'the.t i.t- Vioula: buy its ties :!ro:1 -:;he Lumber, Company for :;;9 .. 00 

per thOllsanf of'eet. boe.rd, mea.=e. Z"Ae L=ber Comp=:r oni,ts part. 
a.greedtha.-!jthe?AUV1aY CO:lpa:lY el:.ould have 8. pe%'petual. right of' 

way over s.l~ lots o'7.'%ied by' the L-=.tlber CCmpen7 between' Tro.o1tee 'and 
,... " 

Lake ~a.hoe~' and also through' the Jjtml.ber' Compe.ny's y.a.r4' c.t ~rttCl:eep 

and tbAt it would gi've to the ?..ailwa.y CO:::lp&nY tho 112,ul1ll.g o'! en 

its logs e..nd "llood at the :r&te st~ted. in ~uantit1es not. J.e3$ tha.:c: 

five m.1l11'onfeet, boa.rd. mes.sure, per year., beg1ml1ngin tl:.e 

;;ee:r ~900. 
On lUarch 6"l9.09. in pr:z.rsuc.noe ofth1s a.gree~nt~the 

!.'tlmber CompSon'!! Cleeded,to the ?..a11wa.;; COCl'a.n,- ,the latter':5 right 

of we.;; without add1tions.l eonsj.dera.tion~ It tb:a.z a,!)eare t:h9.t 

tAe ?..a.i1way COInl'e:c.y's right of wail '718.sa.o~uired b7 it w1:thout· .. 
,( 
\ , 



reported by the. 38.11 way COOP3nY und er the head of Or:Lg1.na.l coat 

:tor :tight o:! -::a.;; s:c.d station gro'tlllds ineludes en.ite:o 'o'!: ~7.SO 

which the ?.s.11w8.y Comp8n:7 admits. =:b.ould be charged to operating 

Consequently. the ,corrected 1temis ~~2o.40. No 

portion ot this amount Was expended; in ps.,ment !or land. ' ~o 1tetl 

reprcBente an expend! ture o~ som& ~OO. 00' 1nCUl"re~· in tear1ng ~own 

s.' building belonging to -::he Southorn ?s.o1:t10, Compeny 'am ,obet.ruet-

ing the ~oe8.ted alig%l.ment and e. ,sm::t:of ~26.40, fo~ 1ll.dident&l a:%:-, 

penBee:. 

~Tli~8 CO'I!Cissioltt e eng1neering department,'est1me.ted the 

reproduction vs.l.ue o~ right o:! wa::; aD.a. station grO'rll'lds at' 

~17,422.50. ~~13 item 1neludes not merely the right o!way 

betwe~n ~rUekeea.ne. ~a.hoe,.' buta.lso So port1onof' t'hel)ublio eo=.-

monz used by the ?.a.ilwny COCJ?atly &t ~a.hoe CitY. ; and other propert:r 

,'lJ.$ed ~()r et~tion ground ;p'tl-~osee at Truckoe toM Ta.hoei 01 t7.·· I.n 

seeking to acceztainthe present market value of the 'right of wa7~ , 

, this Comoission',sengi::leer1ng' deps.rt!:lent made exha.ustiveinqu1r'..os 

noe pe::sons:!s.I:l111ar with tho vaJ.ues of propert,. in this vioin1ty. 

~he est1mc:~es. o:t these persons. variedfrot:l ~O pc:: acre to ';;:is.OO· 

J:1 .~·t per \IOron... .00 • Atter giv1ng' care::ul. considorat1on to the' en't1re 
, , 

,,. 
'. .. 

va.lue of the right of ws.y Sot :;;25 per s.e~e-. :aecauze o!,the d8:l8.glr 

which might be ea.use b:v segregat10nof the right ofws.:;froc. la.:r~er 

pa.reelsof land: and of nn increased vs.lue due to the ·fact that the 

Ra11wo.y 0't':'ll3 a cont1nuout: z"trip o! r1ght of VIS::;,. the department 

added 50% in 'Q.ost eases, to -:hepresent market, value to c.$C~r:a1n 

what it believed would 'be a :!e.ir $= to represent t~e cost of 

::cproducing the !):ro:porty- ae of ;'une 30 ~ l.912. 

The I:lere :fact tba.t~rea.go l'roperty 1$ sUbdi "Tided d~e 

not in itself necessarily .1ne::c~se the value ther&of. ~or d063 

"the fact tl:ls.t :pro:perty'13 hold at a certain' ~ig-a.ro indicat,e 1ts.; 

trus vsJ.ue. ""- t- o· ..... e 1- .... ",.... .6 't .. J.,;J, .a.e pre ... en"', ........ se .. appes..-s .. .w.c. II· none 0 .... :lese 
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·lotel:.e.ve been sold ,du:r1:ng tho l~et yos:r and tbAt tho~. which 'Were 

theretofore eo~d wero ~arse17 the be3t sites and; that thojwore 

zold a.t lnrge- percenta.ges off the 1is:ed :p:r1ce. I 'e:moonVinoed. 

that moet o'! thot;l.o lO't:s.'will not bo 801d, 1'orms.n:1 yeare tooome 

for bUilding B1toa. but t~t thoy w111 romn1n in thoir ~reoont 

eond1 t1 on as rough mountain land. VJort~ C.(!)rt.e.~1' ,not to, exceed 
" 

vS or .:~lO POl" c.cre !or gra.z1ng purpoecs. 

Ro!err.1ng: now to the reproduction oozt e&t1=a.ted tor 

grading. the l-'.a11way Co~a.n:r ela.1r:od that theor1ginal cost, == 
hc.d been "#45,204";68,. and tho:;, u:ged that this emountbe te.ken'to 

" ropreeent "the reproduct1o:J. ve.luo. 
' .. 

Z1on'e,enginee:r:1ng depa.rtment v:3.$ $22.889.'1'1. ~h15 ' ~a.tteres-

t1:c4te v:as seoureab:7 t~1ng the qtUU?t1t1es -tor eles.r1ng,,;, grubbiIlO. 

earth,exce.ve.tion., fooe.e rook e:ces.va.tion and eoli4 roek·, G7'~.v.o:t1on. 

thereto suoh 'tt:l.!.t, price:, as in the judgtlo:c.t of tho ellg1neer1rJg 

department :r.ere ,!~1:r pr1ces:for ~h:t& par'Z1oulsr rs.11r,oed~ ~e. 

:as.!lwa.y Cccpe..n:7' claitled 'tl:.2.t e.:l ,unusua.lly le:ge number' 'of 'boulders,. 

both on the $U%'!:lC& ~d e:c.beddod along ~l:.o :rtropoze~ r1ght:of ' ~ 

bAd., 'b,oen !ound1n building the:a.ilroa.d e.ndtMt ·ellowe.noe~ .. should. 
• ' ,,' j'. • 

'be ~ebZ"ro8.$o:c. o! this fa.ct in est1l:le.t1:lg the cost o!:,reproauei:ag 

tho ere.di:lg.,~ ?.a.1J..V18.~ Co~!,~:; "J'lC.$ U!lSoble to fUrnish definite 

:1.:lforca.t1on1"11throfercnoo' to ~he s,::1ount of ,boulde~ eo' found or 

a.s to the :i.:c.creaeod d1!:f'ict7J.ty reeuJ.ting fro:: their ;prez.cnee:. 

~e ro;preaentet1 V&s of "the ?.a.ilw.e.y C,Otlp8nY's1znpl,.te.atif1edthe.t, 

the:; h$.d hes.rd;,,rthat eUeA'boUlde::shs.d been enoountered end,'tl::.a.t .'by· 

roe.son thereo~'theV1ork heel ceon re~ered :ore d1t~1o't:.J..t. 

~eCo:n:iss10:c.~$ eng'.I.!loering de~t).cnt8l.J..owed the :!ol-

lO~..llg 'W:.i t, prioes: 



Gro.'bb1ng per ec:-& 
:Ee.rthexea.ve:t1o::::. " en. j'd 
. !,oo3eroek ox~ .. V's.ti on "' " " 
Sol1drook " ff rr rr 
Overhaul. per 100.:f't '7J1 th freo' i:s.'tlJ.. of,.5OO· :t·t. 
?1p:ra.p' pGr otl.ylJ.· 

~;2S~OO 
.25i-
.53 
.96 " 
.Ol~ 

1.50 . 

In using thoeo unit priooa. th1:.:s Comm.10510rl!e ong1neer1:lg 

department intended tho es~im&te of :$25.COp~r aero ~or el¢~ 

to cover euch increasod difficulties as. arose from the yresonc. o~ 

cubic yard !or earth exc&vat1onto inol~de such difficUlties; if 

o,ny, e.s arose trom t1:.e prezenee of su'bsur!s.ce bOu.ldor3,,· boc.r1tle !n 

I:1ind tbat ~heele.ss1fice.t10n ~titiee contemplate tJ:a.t .all 
• ....-.... \,.' I 

bo'tl.ldoX"e conts.1n1ng over three cub1c!ect. ero .to be' ecnsidered as 

solid r~ck&t. 96¥per cubic yard. and el~ boulders containing over 

O:lO cubic foot as. lo<)se rock e. t 53r/ per cu~ic ,.e.rd. 
, . 

In a.rr1v1.ng at its unit prioes used. in. ~l::is. ease. the 

e:c.g1nee%'1ng d~e.rtment a.vailed itsel~ of the'pnoes:eor which & 

lerge numberof'con-i::a.et.s. in eountr,- of .a. gellereJ. ehara,eter' sim1-

Eeferrill8 part1culerly to .e~A·e:cea.va.t1on.i -: s.ppear:3'tJ:.s.t~8.l"ge ' 

8:mo-an'ts of earth excavation 1:1 eO'Clltr,; anel.ogo:c.s. to ·the~lloro .in-

volved :b.S. ve bcen l:lovt>d for ~f SouthernI'a01!iccompanY'llJldthe , 

Western Psc1f1¢'· ?8..~J:r.a,. co~ for the SU%:l of J:7r{·per. CtZ.bi~ ':;a.::d" . 

8Jld t'b.a.t· verying ot".o.er:pX'iees l:!ave e150 b-een paid. r::u:ra.1ng up "to 

a :ce.x1l:XW:l, o~ between 26{ a.:o.d 3O¥- for work on thel1ne of th& Sorth-

westorn :?a.e1f1c n~rth o'! 7l1111tte.. 1n d1!f1eul:t el~y soU. . . It 

appears the.t oetween. cadiz e:.d:E'arke::-... in San 3ernard1no' OO'llll.tl" • 
. ' . . , 

oV:9r territory. vtc.1ch. while eOtlpers:tivel:r ~;t • was !l.evorthelees 

th1ei"..ly covercd "r.ith bo'C.lders., 'theJ.te1l1son. Topeka.. tU'ld .. Sants.j;'e 

?-a.11\"l9.,- Comptl'Jl:1 ps,id :~lO.OO:per acre for ele~:"1Jlg an4, ;l.Sf :po: cubic 

y-e.rd for ee.rtl::. exee.vs:t1on. !n o.l!ditiol'l t.o thoupr1'~s theSs.nt~ . 

§et~s.n$ported· . free contrs.etors, tlen and :::e;t erials and. ·in¢UlTed.· 
. . . . 

. . .' , 

ee:-te.1n other Cxpcnd1t'tl.rcs'; 

In eO.:101dorine; thi$ m.~tter it 3hoUl~ be borne 1n.. mind 
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'" 

. , 

f$.et that the work was done in two 8oaeons. v.'1th sn !ntorvcn1:l.g 

w1:.'~er period. 
, ' 

o~ reproduction value., 71h1eh estioe:~e· 1.$ accepted ~ these findings .. 

is ba.sed on the theorY tbs.t the work r:JIJ:y be completed 1n one job 

dur1ngone,se~son. 

lO7red in theesti~te o! tA1:: COtl:lizeion' s engineer1:lg deps.~ment . 

are :rair' and liberal. end shall. a.sswne the:l in these !1.nd!.rJ.gs to 

'be eorrec"li. 

~he ?..a.ilva'1' COtJ.:pe.:c.y.contend.s that this OOQtl.18&1o:o.'" 

eat1=to for ropr04uet1on value forflos.t!ng e'!upment.Tiz. ~ 
".,' 

$126,000 18 too low. 
$131. '735 .. 39 • which re:p:-osonts, the CO:lJ?3nY's book charge :e'or floet-,.' , 

, ing equipment a.:Ld certa.in otber, it,ems, in a.ddition there~o'. 1nelud-

1ng wharves. a 'bre8kvm.ter 3.t Tahoe, marine wa,-s.. grillroom on 

tho old ";lharf, .and eerta.1:l, othor i'tem, !:!laki:lg e. total for these 

e.daed items of B.,~roxiCa:te~:7 ?S.100;OO;~' This c():c1ss10n~3 
,. . . 

eng~eering d~rtment, in esti~t1ng the reproduction value o~ . . . 

!loa.ting equipment. cre.d1ted the ?s.11wa.;r Cocpe.ny, with 1~sentire 
, 

~126,OOO. 

not'to '~e assumed that t~e eozt of repro~ueing proportyof & rail-

road company ,'is in excess o::(":1ha.t the co~ny :paid ihe:re!o:r~ 

In this case no e.f:C1:rca.ti ve !acts were :t:lre$ento~ ot~%' thsJl tllo 
,,' 

money on one of the vezzels .involved. to show: that1t:would; cost 
i 

I:l.ore tl:.e.n e.G of Ju:o.c SO, 1912, to rCl'r'oduee thi'g ~quipr:tentt:ban 

the amount :peid theretor by the ?..a.11way Cocpa.ny. ~'Jhilc the 
" ' /" ,', 

gcnera.lstc.toco:.t ~~$ ::e.~e tl:s;t t:b.e cost o:f' labor· at t21e present . \ I' 

t1:ne 18·" in excese of ite~,ostw".a.en .tAOSf.) boets 'r'~re e:onzt~·ted,. 

it ::luet eJ.so be 'borne 1::: m:1nd th8:~ :the c·,os~,:. o!:c'er:t\.1::l::mt'.te;::1tLl'$ 

has deercssed, a.nd also tli?-t the. fa.c11.it1os . tor eeonom1e <n:.~t" :i: 
.1'''-, 

-l2- . 



For instance. $. steam. loeomotive 

costs at the present "::1'0& J?rtlctica.ll:r the $8.1:le as. the Sa::le loco-. 
bev.o ' 

motive wOllld/c'oat 20 years ago. In theab$e~ o,-! ~:!1,rm.a.t1vo 

proof estab11sh1:lg the alleged 1nc:-ea.eed cost, in .th1z esse. I 

shall a.eetJ.mo ths.t, the cost to ropr04uoe this floatiX18 equ1:pm();Q.t 

is not in exoess of the original' co~t thereof. 

This d121'05e8 of the RtUlwa.y Co~Y"e. objectiOns to the 

report of this Commission's engineering ~epsrtment. 

eles.:rl:y un.cIerstlo~ th8.t this COc:li seion regards the reports: of 

its engineering d~artcentsimply as estimates~resonted by ~ 

plo:ye,s who 8::'0 sld.lle' 1n the1:t" ';'lork and who :!:.a.ve )lO interest 1n. 
" 

the eubject matter one W8.'3' or theothor. but :lot 8.& neee$ss.~l:r 

conclusive on the COm::l.ission. 

'tho tes.t1:lon:,ro! the ?Jl11wa,- Coc:Ptln:7 8J:ld. thenres.ehes 8. conclusion 

as 'best it r:;ay. bearing 1::. :cind both the tez.t1I::tony~ of the ?a.11'We.z" 

Co~:yo and such est1ca.tes as ms.:yo ilo:ve been presented by its. 

engineering depart:ent. In tbis. oaso I ~ind. that there'ie.n.o 

valid, rea.son for, increa.sing the eztir:le. -:e o~ the enginee:d.:c.g d.e-

. partmen t. I 
'\ ' 

I :tind ~s So fact. fro: the eVid once in this ease ~ tllll. t 

the cost o~ reproduc1ngin the condition in ~h1ch it vas ae~ed~ .. , 
" tho itecs enteri:lg into, the. o:pers.tive l'ilj"$ical proper't7 ,of -:he 

~ 

IA'.te ~e.hoe ?Ai~-:;a~ and. Tra-nzportat1on Com:ps.ny att of J'WlC· SO,. 1912,. 

is not in exce$So~, tAe ~ o~ ~5Z.721.55. 

6. . ??ESE~"'T VAI,'OZ: 

This CO::ll1nission'e.en~neering dOl'e.:rt:.cnt rCl'orted tile 

t 1 - 1" ~ d .b~-Ad • b"'- . ~ .~'X'l"" 0">9 96 ' pre3en . w. ue,. as Aere noe ... oree ... ~ p .. o e I,o!l.e S'tlm 0 ... 9v ... 'O".... • 

,rese.t1t vS.lue to ~ve' al:r:esci~bee::l d1sc'Q.ssed under the :head of' 

reproduction 'VCl.ue.', Ae usual 1:1 cases 0:: th1s, kind. the depa.:rt-
. " .. , 

cen~ gave the sa::.c esti!:la.te of l'r~zentvslue for right 0-:£ Wf3.y., : 

station· grotUlds. $.!ld. resl. esta.te a.s. i't gave"~ as an est1I:l.e::o !or,the 
.-.' p::'CSont ra.11roa.d vsJ::le., undo::- ::"the head o~ re;produe't10n value. 
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,.", 

It ehould also be noted that the deps-~ent regularly Xkmx allows 
the ~e amount tor overhoad oxpenz~g ~er ~he:he~d'o~ present 

~~lue &3 1tOilows under the hOM of roprodue,tion veJ.ue.· In 

other words. the depe.rt~ent does not $~bt=act ~n~h1ng for depre~ 

C!.a.t1011 on overhead ,ex:Pcnees..' 

In e.3certa1n1ng the depre'c£e.-:ed reproduction w~ue of 

such ~hysie&l 1to~s as arc zubjeet to depreciation. the e~1neer1ng .. 
" 

department. ee uCUDJ. in theze' COo2es..' sscert&1ned, as :!a.:::'s.3poesi~le. 

the age Qt the :pe:t1eular '1tec ~d' 8J?Pl1ed euoh preoe:r::.tlJ.geeo~ de- . 
pree1ation:s.s its 1nv~stigat10:c.s covering th1e state1:.e.vc 3r.O":.%l. to 

it tobc:!;)rope:::. 

With reference to 'greding, however. it should 'be noted 
that the cngineering depa.rttlent has;,'s.:ppree1:3.ted the 1te:. t~ tbe 

, .' 
extent o:t 10% 'in exeosc of the- c3t!J?ated reproduction value t~cr~ 

of, exoept as: to olea.ri:c.g~ grtlbb1ngand r1~::a.p'. wh1.eh are est1l:la.ted 

e.tlOOra. nee.dditio:ltil 10% ta:kez S.CCO'C.:lt o~ ,the sol1~tt1catiO:tI. .. 

. o.::ld ad~pts. t~ 0::: ~dbed which 1$. not present 1l%ld~i- COndm'~nao::: 
reproduction new. 71"1th reference to ,solid roek~ an a.~:9:r:e¢ia.t1on 

. o:.t :£0% has 'beene.llowed. sl. t:b.ough'!the Co=iza1on 13 caking !Urt".aer 

investiga:t1ons. ,in a.pprecia.tion of solid r~k aM' ~"3' not l'lere.e.:fter 

allow more ;: ~ 5r~. 

, ' 

va.lue, as tlw..-= tC::tl hs-s heretofore been defined, of the p~1eo.l 

elece!lts of the operat1"IJe propertY' o~ tJ:e Lake ~s.hoe ?..a.1lwaY8:l.d 

~ra.ncport8.t1on Co:lpaIl,-, including e~ineering, law eX!'enses an~ 
, ' . , '. 

1nterezt during e0J?-e,trt:.ot1o:l~and an, item of 5% for co;c.t,ingene1ea. 
. . 

as o'! June 30. 1912,. is·~' ti tho sum of threel'llmdred 
, ' . 



Tl:.e ~oreeo1ns ~p'jnion and ~1nd1ngB are hereby sppro-ved 

snd. . ordered !ileds.s the opinio::.' and tind ings. o! the' Es.11ro.o.d 

Dated.' Cot Se.n Franciseo.- ~i:f'o%:l.ia. til1e Ie;, ~ '; dfJ.y 

o~]J&Y',. ::1.913. 
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