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Decision No. 0720
FRRORE 757 RAIDROAD OCMIZSSION OF 947 WR4TE OF CALITORNIA

ELD

In the Mastoer of the Application of
the City of Zureka, a zmunicipal cor-~
poretion, for sa order Iixing 2
just compensation to de paid for e
lands, yroporties, anrd rights of tThe
Tumboldt Transit Compeny, & Corpora~
tion.

Applicatioa No. 6727.
."ﬂ.‘-.

e e e N el e et P

Je Fo Coonsn For Eumboldt Transit Compery,

Zon. (e0. we. Cousine and James W. Eenderson
for City of Zureks,

E. P. Chartors Zor Stocknoléers' end Eond-
nolders' Committes.

LOVELAYND, Commisciozner.

Mhe City of Bureks (hereirafter refaerrzed to as the

Sity) esks that the Commission 2ix The just cozpencation to e

paid by the City for ell operative propertiy of the Humboldt

Trangit Cozpeny (hereinaficr referred to os the Compony) includ-
ing =11 tracks, rosdveds, Irancnises, poles, trolley lines, rolk
ing stoclz, macainexy, , axé buildings of every kind and
vhe streot car systom.

The City »ronoses to submit on Juwac 20tn, of this
yeer, 1o tre voverx [ e proposition to acguire under
minent domein »roceedings, or otrnerwise, the property referred
t0. Thiz is e proceoding, therefore, under Section 47 of the
Pupli¢ Utilities aAct.

L public heering wes kold in Zurcks on the 19tk in-
stant wador an order of tho Commission directing tho Company

to appear and chow ceuse why the Commiss on should not proceed
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o fix end detormine the just compemsation to be paid for the
Droperty referred to. 4ll of tac partics to <he prococdiag were
ropresented at that nearing asd testimony and oxribits were iz-
troduced. It was also stipulated that the enaual reports of the
Company, on 2ile with this Commission, should be considored in
évideace ia tais wroceoding. lr. E. F. Charters, representing
e bondnolders’ snd stockizolders' committee, filed copy of an
agrooeont eatered inio oz Deceiber 20, 1920, between the Compeny,
02 ke ome aznd, and the owaers end vledgees of all outstanding
stoex and voads and certain other creditors, oz “he other navnd.
It appears from the torms of this cgreement thes The committes
nes full power to traasfer the property in guestion from its

DProsont owaers to the City 2nd questions of ownercaip end title

are nov &t iscue.

Velvation of Proverty.

The Commission instructed its engiseering department
10 make s veluztion of The proverty end t0 prevare o report.
Tals wag done and covies oF the report ware furnished prior to
the hearing to the City and 3o tie Compaay. This report (Velua-
vion Depoxt Zumboldv Trensit Company, EZureka, California, oy
Rickerd Sechse, Chief Zngincer, dated sy 14, 1921) was intro-
ducod as Commiscion's Exniuit No. 1. Tais report cont2ins a de-
teiled description of thne properiy based oa an inventory made
oa the grouwad. Tho doscridtion of the vproverty, as conteined

in Cormission’s Exribit No. 1 is nerein referred to as a deserip-

tion of tne property end rights sought to be seguired by the City

and ic attached rereto as Sxhivit "A.T




Noltner tho City nor the Company suonitted separate
eppreicals or valuglions azd 10 objections to the report sad testi-
2ony of ouwr ongizeors were mede¢ by either varty.

48 1s ususl in cases of this nature, owr engincers
nade an esvimets of vho reproduction cos3t based on unit prices
for labor and meterial during a reasoncble construction period
prior ©vo the Zilirnsx of tre spplicetion. Thoe ono yedr eading
April 9, 1921 (tze date %tho ooplication was filed) is consider-
ed o reasonable construection period. There was 2lso mede aa

-

ne presont coadivioa of tThe proveriy as compared

wita new esd of the reIroduction 008t lagy devreciation. The

throa figures found wero &3 Lollows:

e3timate 0% <%

Roproduction Tost $439,6287.00
Reproducticn Cost Less Deprecization 234,951.00

Y]
Present Coadition 53 por cent of naow

There was elso ade &n estimate or tne zistorical
cesy of the proporty based, To 2 lerce axteat, oo original cosv
data. Tre following rigures were Fouad:

Historical Reproduciion Coss $249,092.00
Zistorical Reproduction Coszt

Lass Doprecietion,cesecssa 153,115.00
Condition 2er Cent 53

Commissionts Exnivit No. 1 szows, and furtner vesti-~

zony wes given by the Commission’sz chief eagineer on this point,
thet this gvroet railwey ic aow, and hus becz cince 1912, oper
ating at & loss. This was elso the vosvimorny o0F the Company's
gorerel mezgser, Mr. J. . Eale. ] " tnc Comnany's
roveares wndé exmenses sinco 1912 : that anauweal
reports were Filed witza this
ras vike Company corned Irom its sireet reilwey vusiness waast may
ba coznsidored 2 fair return on tae investment or hiztorical re-
vroduction cost. 2ricr to 1915 whexn, in &ddition to its st est
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roilway oporstions, tzo Company was eagesed in She oil dusiness,
ook proXits werce saows wal divideads were distributed. Aside
from the foet that it is doudtrul, Iyom suca racords && aro bhe-
rore tae Commiscion, wactior or not such prolits were actuelly
oarned, thore is 2o doubt thet the streot reilway overations

alone woro not profitadbleo et any tizce duriag tho Coumpony's his-

H

tory. It is appercat at thils tiwe that tze Compuny naes not,
during the lest ten yeers, veon mexing ea n;ngs sulficiont %o
meet its operaving exmonses, including deprecistion crnd texes
The eernings wore not surXiclent for any roturn oa iavesiment
end suck paymeats es wore cefe Tor vond laterost snd ovaer pur-
POsSes, Gisvursing sppereat profits, wero peaidé out of capitel
end ot the oxpozsze of dcforrod zmeintoamce and oy igroring de-
preciation. The racord shows that reil reaswals haove 1ot desa
nedo since 1908 and thet, at tals time, the Company is facing
vory coacideravlc meintesnance sad reanewal exponses, the result
lergely of dcferrec maintensnce and deferred rencwels.

mneso Paete, it ig clear, neve 2 marirod inflvence oa

ck

ne present feir velus of thic property aad on the amouat of

juet compoansation. The proverty can be concidered 2 going-con-

]

cern only in the sezse thst it ig, et this time, in sctual
omeration and cen be continued in oporation, but aov in the
sense vrhat it is doinz =2 profitadble business, Or oven »eying
its way- Opeorstions are being carried on ot @ loss.

Tae Commission's chief eazinecer testilied, and this
testimony was also concurred in by the Compeay's goneral mer~
ager, tnet thore is little, if any, proaspect of s favorsdble
ckeage in the futuro as rezords the earning capacity o« tals
rropexrty.

It wes tostified vhet +tho elternetive to & se2le %o




tho City would oc the discoztinuing o oporations end Lae
serupping of tho iroet rallwey plast. A estimateo wags nudo

by ouwr cnginocoers of tho sulvazo valuo wdor favorwblo conditions
in caso of abendonment of sorvice, oaoé keoping in miad tast tae
owaner is oblimated, under tho termes of the Irsachize, U0 puv the
city streots back o their original condition aftor the romoval
of tho tracke. Uader trhese circumctances, ke sslvege value of
21l property coansldered iz this rroceoding ic ¢ tixeted to bo
betweon 540,000.00 and $50,000.00.

Tho system might be rehavilitatod, tho present eguip-
meat misht e .secrapped, Snd modcrz oae-mia cor sorvice Dbe iastl-~
suted. This would requiro o very coacidorable outley of addi-
tional capitel monoy. This recuired now capitel sdded to tne
progent investmont would result iz ea iavestiment fizure S0 higa
thet even with Detlter service cad larger iacome the Compeny's

2bility, wador ressoasble retcs, o e2ra & feir returno iz doubt-

£al. A complete Pinsncizl reorgsnizavioz, I believe, would bve

neccssery to ofrect & rebebilitetion and coatiaued operatior of
thie street ralliway.

A Turthor factor heving g bearing oan the velue of The
property o5 & going-concern chowld e notod. Commission's IZx-
Bibit No. 1 shows that there is not ircluded in Tthe properiy to
bo “rensferrod to the City wnder thais epplication o certain
ro%ary converter, togetzer with switcrbosrd eguipmont end cexr-
toin tronsformerc. Thcse operating pleat items arc oot owaed
oy the Compcny but ere leesed to it oxnd either tais ecuipment,
or other eguipment of & similar neture, would heve 1o be bought
or leesed oy the City i tae ot rallwey System werc takex
ovor under muzicipal ownerxship snd operation. Thre road cannot
overate witaout suecs equipment. mhese items were not valued
by our caminescrs and tagcir purchase is subject to directy n0go-
vigtion petweer The City =zna tie OWAOIXS.
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In my opinion, it doecs a0t admit of douwdt that, in

this case, the fectors of froachaise velwe, golng-concorz, do-

velopment cost, a reasonadle Torecast Lor the future, and the
seneral operating condition and operating orficlency o2 the
rplant (as distingulched Zfrom the prosent cordition of tho in-

dividnel dcprocisted items of tho paysical proverty) are all
negative guantities. Such Wwoipat ag is to be given those fac-
tors in their bearing oz prosezt Lalr valwe =2ad just compeansa-
tion must, in the naturce of tho case, be deductions from aay
figure found by & consideration orf the positive alexeants of

valiue -

Compeny's finaancial condition.

The anzuel reportes which ar¢ ia evidence in thig vro-
coeding snow tnat the Company wue organized oa July 28, 190%,
and has an autzorized common svock issue of $1,000,000.0C divid-
ed into 10,000 szares oFf ;100.00 eacn.- Stock in the smoumnt 02
£500,000.00 is outstanding. The disccunt oz the stock outcstand~
ing 18 reported st $406,473.54. Prior to liay, 1918, all of the
Compeay’s outctandinz stock wes crarged to road end egquipment.
In Moy, 1918, the Company voluntarily trzusferred Zfrom its road
and ecuipment account to discomat oz stock $406,473.54.

Oz December 3L, 1920, “he Company rcporis $172,000.00
of bonds outstsading of o votal sutrorized bond issue of $500,000.00.
Tho vonds erc dated Octover 1, 1904, bear 5% iatorest and meture
oz Octoder 3L, 19%4. 3oads in the amowat of $211,000.00 have
been issued from vime to tine. The Compeny paid none of its
bond intorest duwe an 1920 and only wart of such izterest felling
due 12 1919. The Company hes elso falled Uo pey latercsv om

ve Tfloating Lamdoblodneaz. Tho accruod asnd uzpaid intorest iz
reporied on Docember 3L, 1920, as 919,308.90. Default has alszo
-6-




dbect made, 1T appcars, o2 the sianking fund peymeats; sueh sink-

ing fund ligbilitvies boing revorted at 56,8850.00 oa December 31,
1920. On Deocombver 31, 1920, tzc Company's notes and accounts

payeble are roported s 470,849.25. Adding vo tho notes and ac-
eounte payavle the wapaid inverost and ovher curront liabilities
thore rosults & totel curreont liebility o $97,038.15. The Company's

belance sheet 25 of Docember s), 1920, is as follows

20ldt “rensit Convany

Balance Sheet =z 0f Deeexmber 31, 1920.

R08d oad ZQUIDHENY « o o o o o o $233,676.10
Sinking TU8G8e ¢ ¢ o ¢ ¢ ¢ o o . . 47.77
:llscellaancouws Zhysical 2roperiy. o« 54,31l5.60
CaBN & & ¢ ¢ ¢ ¢« ¢ o o o &+ & = @ . 5,955.2
Materiel and SupolicesS. « « . & - 5,645.45
igcouat oa Capitel Stock. . . o 406,475.54

Total Lss «5704,109.72

L iezapilit

Capitel SP0CKe = ¢ o ¢ v « ¢ v o = o o o « «5500,000.00
Tunded Dobt TUnmetured. « ¢ o &« - . e e o o« L72,000.00
Loarns and notes Payab”e. . .« « - » 64,900.42
Audited Lccounts and Temes ?aymble .« s e e 5,948.83
Accruod Interest, Divzaenu° sad nen‘t° Rayzble 19.008 90
Other Curront Liuo 1itieSe + o o » . s » 6,880.00
Tax Liebilitye o ¢ ¢ o o o o o o » .« . o 4,155.~l
Sinkzinz Fund Reserves. .« . . . . . o o o, 34,756.86
Debit Balencl. « v v ¢ ¢ 4 o o . . . ™03,840.50

8704,109.72

*Deficit.

IT will be noted trat the iavestmeat on Decexber 31,

1920, consicting of "Roed znd Zouipment” ead Miiscellsneous
Prysicel Proporties“ris revortved et $287,989.70. This figure,
nowever, 40es A0t renresont actuwal ¢ost Ior the reasos trnet, in
1910, it X ... tne Coupeny took en inventory, made an es-
timete of property veives, aad wrote zucnh estimetes oa its ovooks.

Tze¢ Jigure may de compared, aowever, wivh The historicel repro-
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duction cost Jound by our englinecers.

r the terms oF trhe boadhclders' and stocknolders'
erreewent, heretofore refovred 1o, provision is made Zor vhe dis-
trioution ol tane procoedes from the sale or the proveriy, if suen

sele is made, 1o tho bond =znd other security owners. -

Fincings o0f faet and conelusions oa valuve.

Zair velue ol ize proporty sought to be acquired
iz view ol Ta¢ fagte arnd circumstances discussed iz
it appears 1o e, devween, a8 the lower ¢1mit,

tre selvage vaiue of Lng vroperty ia cose overstioa is abazdoned
ané, o8 the upver 1limit, tae denreciatel cost of tho yrysicel
provertly minus cortaiz ceductiozs. Deductions nmust ve mede ve-
gause o tho Tacts toet <tze system, vaken as & wnole, i nov in a
roasonably eXlicient onerating comdition, nas not teken care of
Sepreciatd on oX Ul g ¢ wnole and reguiros tie expexnditura
of lerge sums o money 1o ovarcoxe the eflfects of doferred nointe-
zance end dederred ronewals. The lurtner foct trzet with contiamed
operation large eddivional cepital expencitures for rnew and more
modora squipmeat will Rhave T0 oe made and thet the treck systex,
10 & concidersovie extent, will have T0 bo renabiliteted, must re-~
sult iz & furtner doduction from such fair velue ag would otner=
wise pe fownd. Chgge exponditures, 1t must Le remombered, will
auve 10 be zado recerdlesc ol owzerchiy aand regerdaless of waelher
the prcsoat ovarers retaln the nroperty, or whether ihe City ouys

end operatves it

I{ tais property were, at tais vime, gble to eara its

way, locluding e feir revura on & propcr rato baze or if, in

tre recent past, it nad veca 2ble To cara its operating expeases

plue & Zeir return; or if there were ressorable prospects of cucn
& condivion veing brought cbout iz the futurs, tho Luir velue of
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tho nroperiy, in my opinion, could not o lesg than its repro-

duction cost less deprociation plus & rozsondvle development

cost (ussuming that such developmont cost had aot boon roturaed

%0 the Weility ouv oF earningd over end eoove Isir return). Such

a condition, however, does mot e¢xist ia this ouse. IV is @8-
tabliskted %that for at least ton years the Company has earriod
on its street reilway overstiions 2t & 1loss. The tostimony of
the Commission's chisf enrinecr and of vhe Company's general
paneger is wanaaimous vhat there is no rgagorable prospect of
thic property mekine even opereting expenses plus texes end de-
preciation in the future. There ic vacontradicted testimoay
thut tho mogct ecoanomical step For the Company To toke, in case
the City doos 10t buy this property, is discoatinuence of oper=
ation and tke selvaging of thae screp.

T om satisfied, nevertheless, that thc¢ present fair
value is considersbly nigner tnan “he mere SCrap value. The
gity, 4if it coould puy, will acquire =a opersiving »lent. I see
no reasoda wry, wader zunicipal ownership and opereti a4 The
street reilwey cystem should not eern s&ll of its expesses aad
prove & veluziole asset to tae City. CThe Sitvy will be relieved
fron importent expease items which the privately owned end
operated utility cennot svoid. The lorgest of Shese are taxes,
cortoin overheed expenses and street paving costs. While these
rnattors, perner ve no imrediate bosrine on the preseant value
of this property, they go to saow tael in acguiring this street
reilway tho City would not iz ezy sensSe acquire & worthless
Proparty.

T think it i5 slso oroper for me %Yo soy ia thisg con-
coction thot discontinuarce of circet reilway opmration in
Tureke would, without gumostioa, result in serious direct snd
spdirect losces to thc community end there 2ppesrs o be 0o
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possivility, at thie vime, of & cubstivute Lor an electric
street reilway trhat carn furnish eguelly satislectory sexvice at
an ¢oual ¢ost. Soould the City 2ot buy cnd talics rroperty be
gerapped and saould, tnereaftvor, vhe City fiad it necessary To
build & vysten oI its own, it iz apparecat tast 2 reasosadly
satisfectory ctroet reilway plaat would cost at least $300,000.00.
It would waguestioasbly ve more economicel for thae City to ac-
quire tie existinz proporvy av & reassoazdle price and thereazltex
renavilitetse the systen in sucnh menner as the Cily wmight desirs.

I £ind that the juct componsation for all of the
pProperty sougat Vo ve acquired by the City, ineluding paysical
properties plus overkeads, franchises, zad z2ll other elements
of velue, &35 the proverty is descrived in Exniovit "A," atteched
horeto, is tho sum of $100,000.00.

severaace 4anase.

I recomzend the following order end findings:

ORDER AND FIINDINGS.

“he Cliy of Zurexs, o wmuricipal corporation, haviag

filed wita the Reilrosd Commission a potriviocsn setting forth

the inteation o the Lity vo acouire, under emineat domein pro-
ceedinz8 or otherwise, all of the operative property of Humboldt
Mraasit Compeny, & pudlic utility, inecluding all tracks, rcadbeds,
francaises, poles, trolley lines, rolling stock, machizery, lands,
and buildings situated in the City of ZEurcke and used in the

-

operarion of the sureat rallway system, and proying that <The

Raediiroed Commicscion fix and detormirze the just compensation to

Ye paid to tho Zumboldt Transit Company for said property aad

rights, @ public kearing haviag veoa nhold, evidence received,

and vhe ovidence naviay beozn submitted;




The Railroed Coumission of vho State of Califoraiz,
eftor full consideratioa of all matters presented, azad veing
fully advisel in tne premises, Zeredy Linds the Jjust compenca-
vion to be paid by the City of Zureka for the »roperty and

ights sought V0 0o acquired, end wniczn are specificeliy set
fortn 2ad desgerived ir Exhivit "4A," sttached To This dQCLuloﬂ,.
%0 be the sum of $100,000.00, =na the seid sur is hereby de=
clared to ve tThe just compencation &g 0 the dey oa wanien the
vetiition wae filed herein by ithe City of Surecks, To wit: the
9th day of April, 1921.

The Commisgion furtner finds thet by reason of the
taking of said operative property sac rieshts 20 geversnce damage
. will rosult to tae oroverty asand rights of the Zumboldt Rransit
Coxpany not sought to be zeoguired by said City.

Qhe foregoing opinion zad findings are hereby aprroved
cnd ordered filed es the opirion =nd findings of the Reilroad

Conmizssalon of tho State oY Celirforsis.

. ) S
Datea 2t San Francisco, Calizorzia, trics Z& dey

f May, 1vZl.

\__L' }) / l/

ARV \V7*1/“ﬁ1//iﬁu«1,~r/?’/
"wer- =287 /MAOUQJ(/I/M

Attacned- _
Ixhidlt "AT ~ Deserip- Commissioacrs.
tion of 2roperty.




Zxnipit "AT

Aceonmpenying Decision No. in Avpplication 6727.

Description of property ead rights souekt %o be ac-
guired by City of Zureke and compricing:
lst: All properiy dosceribed iz the deteiled inven~

vory ol proverty listed iz the report of tire engineocring de-

periment of the Railroead Commission of the State of Califoraie,

dated May 14, 1921, and referred to in this decizion as lom~
1ssion’s Ixhidit No. 1.
2nd: All fronchises ocxd rights o whetever neture
owned by the Humboldt Trensit lompany in the City of Turelke
and including tho folloving:
Remaining

Ordirenco Data Dave of
J0u Graented: Zxniratvion Lifo Grantor Grantaee

2/25/03 2/25/83 52 Sureke City Zumboldt Tremsit Co.
11/15/08 11/13/55 32 Zureke City Zumboldt Transit Co.
6/ 7/04 6/ 7/54 33 » Z2ureke City ZEuxboldt

3/14/05 5/14/55 Zurexe City Zumbolds

§/13/05 6/13/55 Zureke City ZHuwbdoldt




