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! BRFORE THE RATLROAD COMMISSION OF THS STATE OF CALIFORNTA.

In the matter of the application of
AUTOMOBILE FERRY COMPANY OF CORONADO,
a corporation, for certificate of pubde
llc convenlence end necessity to op-
erate ferries for the treansportation
¢ vehicles, ett., for ¢compensation,
between points upon the inland waters
of the State ol Colifornie, end for
order suthorizirng issue of stock foxr
construction, completion and meinte-
nance of {is service.

Application No. 15303.
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Sterns, Luce & Forward, dy Chas. H. Forward

and E. J. Lee, for ipplicant.

Morrison, Hohfeld, Foerster, Shuman & Clark,
by Herbert W. Clark, for San Diege and
Coronado Ferry Company, Protestant, aand

San Diege Zlectrie¢ Railwey Company,
Intervening Protestant.

WEITSELL, COMMISSICNIR:
CPINION

This refers to an application filed with the Commission
by the Automobile Ferry Compeny of Coronado, seeking a certificate
of public convenience and necessity to operate ferries for the
transportation of vehicles on the San Diego Bay between San Diego
exd Coronado and an order aﬁthorizing the issuance of stock to
cover the cost of the necessary ecuipment, facllities, property
and organization expenue t0 begin coperatlion.

Public aearing, on this application were held at San
Diego on Apxil 2zd, 3rd cnd 30th and May lst ond 2nd, 1923,
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The San Diego and Coronado Ferry Company filed an
appearance in this matter as protestant and the San Diego Flec~

tric Rallwey filed as an intervenor.

The ferry line proposed herein extends from the foot of

Kettner Souwlevard, in San Diego, to the foot of "B"™ Street, in
Coronado, the distence between the proposed slipé Seing approxi-
mately 3000 feet. This service, if placed in operation, would
accommodate local vehicular traffic between the Citlies of San
Diego and Coronado, as well as through traffic between the bor-
der and points north of San Diego via the Coronado Strsnd. The
necessary Ifranchise from the County of San Diego and the Cities
of San Diego and Coronado has been secured for the operation of
the proposed ferxry line.

The line of the proposed ferry operation runs paralilel
t0 and approximately 500 feet east of the route over whieh the
San Diego and Coronedo Ferry Company's boats are operated. It is
therefore spparent that the two lines, 1f placed in operation,
would be in competition with each other. |

Applicant proposes to commence operation with one boat,
having a oapacity of about 50 cars, and maintain & headway of .
15 minutes. The boat, to cost some $325,000., is to be operated
by Nelseco Diesel Ingines, twin sorew, with magnetic drive, and
to have a deep water speed of over 13 knots. The deok design pro-
vides for four runways at both ends of the boat to permit of fast
loeding and wnloading of vehicles. |

The estimated cost of providing the sexrvice amounts to
$600,000., divided as follows:

Construction of first ferry boat . . . . $325,000.
Construotion and completion of terminals

or 1andings . « . . . ¢ s o o o o . 175,000,
Expense of organization, including

attorneys and epgineering fees. . . - 50,000,

Operating capital and maintenance of
Service - L] - - - - - L] - L ] - - ”» - 50’000.
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The only pﬁblic ferry service operated across the San
Diego Bay between San Diego and Coronado at this time is that
provided by'the San Diégo and Coronado Ferry Company, protestants
herein. From October, 1920, to April, 1929, the company operated
two ferry boats, viz: the "Remone,™ having a carrying ocapacity of
about 14 average automobiles, and the "Moxrena,™ which will acoom-
modate adbout I8 average cars. A headwéy of 10 minutes is main-
teined for the major portion of the dey. On Apxril 2lst, 1929,
the company put into service a new boat, known as the "™Coronado,™
whioh accormmodates from 50 to 60 vebicles, and, at the.same tnme;
dlscontinued the regular operation of the steamship "Remona,"
which is held as a standby boat to be used during times of heavy
traffic or in case of an emergency. This company has a single
operating slip on each side but is now constructing a second set
of slips to permit of the operation of more than two boats.

Sen Diego ikleotric Railway Compeny, intervemor herein,
operates a street railway system in the Cities of both San Diego
end Coronado. Cars to the ferry on each side are operated on a
20 minute headwey and thus meet avery othexr ferry during the major

portion of the day. The Eleetric Compeny and the San Diego and

Coronado Ferry Company are owned by the J. D. & A. B. Spreckels

Securities Company.

Consideradble testimony was introduced in this record to
show that previous to the time the San Diego and Coronado Ferxry
Company put into operation its new boat "Coronado,™ the service
was inadequate, in that practicelly evexry day considérable delay
was experienced with vehiculer traffic on the Coronado side be-
tween the hours of 4:00 and 6:00 P.M. There was also considerable
testimony to show that there were excessive delqys during times
when the traffic was unusually heavy, such as on Sundays and holi~ -
days, partiocularly when special events were being held at Tia Juans.
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The record shows that this inadequate service resulted in oconsid=-
erable inconveniemce to the travelling public and on many occasions
people desiting 10 travel between San Diego and Coxronado, or vice
versa, would drive ground the strand, a distance of some 23 miles,
rather than weit for the ferry. It appears, however, that subse-
quent ¥o the time the nqw boat "Coronado™ has been in operation,
the ferry capacity wes adequate‘to accthodate all the traffic
offered for transportation without delay. Exhibit No. 45, intro~

duced by the Sen Diego end Coronedo Ferry Compeny, shows g ﬁrafflg

situatiel 00 SUNYAY, Soptember 2na, 1928, tuis being the day bdefore
Lador Day and the one on which the company carried the daily maxi-
mm number of vebioles for the year 1928, Thils chart shows that
with the two old boats ("Remona™ end ™Morenam) in service, the de-
lay to vehicles amounted TO a&s much as two hdurs. The ohart also
shows that with the new doat ("Coronado™) in service, this tratric
could have been accommodated with practically no deley.
The San Diego snd Coronado Fexrry Company takes the posi~

tion that it delayed the placing ¢f an order for a new bodt, due
to the fact that it had, since 1928, 2n application before the War
Department, séeking permission to construct & bridge over the BAy,
and it was hopeful that authority would be granted for this bridge,
in which event work would be commenced immediately snd, with the
bridge completed, there would be little need for ferry service;
fﬁrthe:more, the floating equipment in use hers is not inter-
cheangeable with thet in operation &t other locations, due %o &
different freeboard. Any money spent on such a new boat, therefore,
would largely be lost, as it would have little resale value. It

" sppears that no action has as yet deen taken on the compeny®s ap—
plication berore the War Department for permission to construect the
bridge; however, the file shows that & letter was writien %o

General Joseph E. Kuhn by E. L. Deley, Major, Coxrps of Engineers,
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War Department &t Washington, DeC., advising that sction on this

application was suspended, in order to sllow the applicant to

develop revised plens, and that to date (March 8th, 1929), re-

vised plans had not dbeen sudbmitted.

The Sen Diego and Coronado Ferry Company further con-
tends that during the past two years it has attempted to pux-
chase a2 suitadle ferryboat to put in this service but, after a
thorough searoh at various places in the Unites States where
ferryboats are operated, it was finally concluded that no suite-
ble boat was availadble and that the company would have to build
one to meet 1ts needs.

Reference was also made to the comstruction of a tube
under the Bay as having scmewhat discouraged the investment in a
new boat. This project, hoﬁever, has not been commenced nor is
there any evidence to show that such work is to begin in the near
future.

Both applicant and protestant presented estimates on
the probable future traffic that would offer itself for transporte-
tion across the Sen Diego Bey. Col. W. W. Crosby, Consulting En-
glneer and one of the Directors of applicant company, testified
that in his opinion, with adequate ferry transportation facilities,
the traffic would increase 50 per cent the first year and cqntinue
t0 increase at the rate of 33-1/3 per cent for the third and fifth
succeeding yearse.

H. G. Butler, Corsulting IZngineer for San Diego and
Coronado Ferry Compeny, testified that alter a careful study of

this situation, he had reached the conclusion that with emple




Terry service, the volume of traffic might be expected to

increase annually without competition, beginning with the year
of 1929, 20 per cent over 1928, and each succeeding year as
follows: 10 per cent, 9 per cent 8 per cent and 7 per cent.

Both of these engineers have had considerable
experience in treffic studies and while thelr estimates vary
considerably in this instance, it is appaxent that with ade-
quate ferry transportation_across the San Diego Bay, the
volume of traffic will show a substantial incresse over that
which has been carried in the past with the two small boats
operated by the San Diego and Coronado Ferry Company.

With respect to the through traffic between the
boxrder and points north of San Diego, consideration must be
given to the fact that substantial Improvements are being
effeoted in the highweys to the east of Sen Diego Bay, which
will continue to attract a large portion of this through
traffic when compared with the highway along the Coronado
Stiand and over the San Diego-Coronado Ferry.

While the gquestion of serxrvice is perbaps the most
important feature under consideration in this proceeding, the
study would not be complete without giving some thought to
the operating revenues and expenses, as well as travel sta-
tistics. Deata along this line is shown in the following

tabulationsf




ESTIMATED FUIURE GROVTR
or BUSINESS VITH CRPETITION AS SHOWN
. 17, B BY APP fp

1 198 1 ~First Year 3 Third Year s ¥Ifth Year T
1 3. Do & Ca) S Do & 0a 8 1 SeDe & 0a 8 $ 5S¢ Ds &£ 0 } 1
¥ P. C0¢ § PiCoe 3 Applicant s F. COe 1 ipplicant 1 F. Cos 3 Applicent

_Item

Total Rayvemme, §261,245,78 $203,000000 $180,000000 $263,600000 §243,0600,00 §3£0,600.00 £320,500400

Operating Fxpenses, 204,656493  174,600400 116,000000  201,000:00 181,000,00  228,600400 213,000,400
T”es' 10,535.76 10,&0.% 10,000000 l0,000cOO 10,0&'0‘0 10,000q00 10,0‘00'%

Total Opersting Expenses, _ §716,190569 $184,600,00 §125,000000 §211,000,00 $141,000,00 $238,600400 $223,000400

Net Earnings Available for
Dividends or Surplus, £46,066,09  £18,600400 £58,000400 262,600400 $102,600400 §102,000,00 £97,600.,00




STLTB!E}I‘I SiOa‘ILG EST DMATED HESULTS

o _ _ ) . L WITHOU? CONPETITION . . . . . L
TExnivity ' 1 t

t Nos 8 Item ( s 1930 ' 1931 ' 4 . 1938

47 Total Revenue, £305,440,00 $331,060,00 £356,680400 $361,080,00 £404,260,00

47 Taxes, 14,000.00 14,900,00 17,150400 17,150,00 17,160,00

47 Operating Experses, 27 ,090400 24.4,000.00 270,000.00 276 000. 280 ooo.oo
Net Return, $64 350400 “372,160500 $69,630,00 g 00 slo'z"ﬁﬁ'm—,

47 Rate Base, $1,132,047.,00 $1,132,047,00 $1,432,047400 31,432,047,00 $1,432,047,00
47 Pate of Return, 5e7 6ed 448 642 Teb

¥ITH COMPETITION ’
1Exhibits i Year 1930 _ 0 Year ) 3L
$ Nos Item 1S D&k CeFeCOst AJF.Cos 8 Total 1S:D4& 04FsCoOs | A FeCOs ’ TOF&]

48 Total Revemme, $242,482,00 §88,678400 £331,060,00 $260,416,00 §96,264.00 $366,680400
48 Taxes, 4,000,400 6,000000 5,80‘0.0’0 . 25000400 75800400
48 Operating Expenses, 241, 523400

Net R‘tum’

48 Rate Base, $1,132,047,00 § 600,000.00 $1,732,047,00 $1,132,047,00 $600,000400 $1,782,047400

48 Por cent inorease in

rates necessary to :
provide 8% return, 44%
¢ Red Ink Figures. - '




IT we are to iake thg estimates of the San Diego amd
Coronado Ferry Company's engineers, as shown above, as reason-
able, the conclusion loglcally follows that it would be unprofit-
able for epplicant to invest its monmey in this enterprise as well
&s work en undue hardship on the existing opersting company. On
the other hand, 1f applicant®s estimates are pProper, the reverse
situation will obtain. From sn anelysis of the estimates on
probable future business; bresented in this case, there arises
some question as to whether or not suffioient additional traffic
cex be developed, with the two companies operating, so that each |
will enjoy a profitable business. It is apparent, however, that
the existing utility has had the opportunity of enjoying a fertile
business bad it elected to take advantage of the same. The ques-
tion now to be determined is whether or not it is in the publie
interest to divide the business detween two compenies or permit
the existing utility to carry on with a definite assurance that
it will 4o its full duty to the public in the future, in the way
of providing sulficient ferries to ascommodate the traffic needs.

In the briefs filed in this proceeding, refexsrse is
made to former decisions of this Commission, dealing with appli-

cations for a certificate to degin service in competition with an

existing utility. It is true that in some cases the Commission
has applied the test of what the utility in the field was doing

to take care of the service as of the date on which an application
was filed for a competitive service. While this eppeaxs to be an
important factor in the determination of such g matter, the Commis~
sion reasomably must teke into consideration all other factors
which affect this situetion. In amalyzing the chronological re-

cords, with respect to this proceeding, we find the following:




le On February 3rd, 1928, applicant herein
filed with the Secretary of State Articles of In-
corporation and Corporate Charter.

2. On April 1l7th, 1928, applicant herein
filed application with the City Clerk of San Diego
for tide land lease for a ferry landing at the
foot of Kettner Boulevard, San Diego. Granted
Kerch 29th, 1929 (Ex. 1).

3. On May 7th, 1928, applicant herein filed
with the Board of Trustees of the City of Coronado
an application for tide land lease for ferry land-
ing at the foot of "B" Street, Coronado, which was
granted. o

4. On September 20th, 1928, San Diego and
Coronado Ferry Company entered into a contract with

the Moore Drydook Company for the comstruction of a
new ferryboat to cost some $300,000,

5. On October £2nd, 1028, the Board of Super-

visors of San Diego County adopted an ordinance,
granting applicant authority o operate ferries be-

tween San Diezo and Coronadoe.

6« On Jemuary 3rd, 1929, epplicant filed with

this Commission an application for a cexrtificate to
operate the feorry line proposed herelin and to issue

the necessary stock to cover the operation.

It is epparent from this record that applicant herein
had made definite drogress along the line of getting the necessary
authority to begin the operation of a competitive ferry line be- °
fore the San Diego end Coronadoe Ferry Compeny placed its order for
a new boat and the record is clear thet the service rendered by the
San Diego end Coronado Ferry Compeny previous to the time it put

into service its new boat "Coronado,™ on April 21st, 1929, was

inadequate and,thererore,this utilit& wes not doing its full duty

to the pudlic. Waile I apprecizte the fact that in this case there
were extenuating circumstances which apparently caused the existing
utility to aweit the determination of befoxe increasing its invest-
went in additional ferry feocilities, nevertheless, the utility has
not fully complied with its obligation to provide reascnable sexr-
vice to its patrons at all times and, therefore, must not expect

protection from this Commission when competition axises.




For this Commission to protect a utility which has
ellowed 1ts service to run down, as the record shows has been
the case here, until competition knocks at the door, is not ocon-
ducive to good service and to nublic intereste It 1is incumbent
upon every utility in thls state to be gbreast with »ublioc needs,
regaxdless of whether there is competition facing 1t or not. A4
utility must assume the obligation of providing reasomably good
service to its patronsz 1if it expects t0 hold the field; to hold
otherwise s not conducive %0 the growih end wellfare of the
community.

The Automodile Ferry Company of Coronado has an author-
1zed stock issue of 3750,000., divided into $200,000. of preferred
and $550,000. of common stock. The company'd articles of incox-
poration provide that the holders of prereried stock shall be en-
titled to receive and be paid as and when declared out of the
surplus or net profits of the corporation's cumulative dividends
at the rete of seven per ceat ner annum, and no more, upon the par
value of said stock, such dividends to be cumulative from and after
January lst, 1930, =nd payable quearter-znnually upon such days =nd
detes as may be Tixed and determlned by the board of directorse.
The dividends on the preferred stock and all accuulations must be

pald before any dividends mey de paid upon the ocompeny's common

stock. The compeny reserves the right to redeem all, or any part,

of its outstanding preferred stock st the price of 3110, per share
and the amount of dividends accumulated, accruing sud unpaid there-
on at the rate of seven ner cent per annum at the date of redemp-~
tion. 1In the case of liquidation, dissolutiorn or winding up of
the corporation,the holders of preferred stock are entitled %o
receive an amount equivalent to the par velue of thelr stock, plus

acommulated znd scerued dividends. The holders of neither common
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20x prelerred stock have any nreemptive right to subsqribe for
szy edditionel common or preferred siock.

Lrplicant reports that 1t hes issued none of its stock
except Iive shares necessery to qualify its directors. s stated,
it asks zuthority to issue 3,995 cheres ($399,500.) of its common
¢cpltal stock and 2,000 shares ($300,000;) of its seven per cent
cumulative preferred stock. Of the common stock, 2,495 sheres
would be issued %o . A. Guan and 1,500 sheres, together with
2,000 sheres of the preferred stock, to F. M. Buzzell. It is of
record thet W. i. Gunn owns sbout 90 pex oent of the outstunding
stoek of the Guan Furniture Company end thet F. ¥. Buzzell is
secretary of thet company. It further appears from the reoord
that the stock which F. M. Buzzell egrees to purchase will bdbe ao~
Guired for =nd on behelf of the Gunn Furniture Company. The recoxd
further shows thet neither ¥r. Gunn nor the Gunn Furaiture Company
bas, a2t present, intention of disposing of the stock which the
Autonmobile Ferry Company of Coronsdo asks rermission to issue.

It =ppears that W. A. Gunn cnd F. M. Buzzell sre reedy to teke
and pey for, et par for cash, the stock applicant asks pernission
To issue and to acquire such stoek from time %o time as applicant
needs funds to carry on its construction work.

¥e have considereé the record in shis proceeding and find
therein no Justification for the issue o: $100,000, of stook for
organization, operating cepitel and miscelleaneous DUIPOSes. lNeither
gre we convinced thet it is In the public interest to permit eppli-
cant %o issue sever per-cent cumulative »referred stock. We believe
that this enterprise, as outlined in this epplication, should dbe

Tinanced through the issue of common stock and that such common
stocx lssue should be limited to $550,000; however, applicant, in

this proceeding, asks nermission to issus only $399,500. par value




of corron stock. The order herein will cuthorize the issue of
thet cmount of stock. Ubon the filing of an appropriate supple-
zental epplication for permission to issue additional common
stock in the amount of $150,500., %he Commission will consider
such supplemental application.

After carefully considering the record in this Pro=-
ceeding, I arrive st the conolusion that this epplication should
be gronted, with the understanding thet epplicant will, ic eaccoxrd-
cnee with 1ts pledge irn the record, =dd cdditional boets es fast
es the service warrants, both to provide for pesk losd reguirements-
and as standby equinment.

The following form of order is recommended:

Hi)
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The Automobile Ferry Company of Coronedo, o corporation,
heving applied for permission to operate vessels across the inlend
weters of the Stele of California detween the Cities of San Diego

and Coronedo, San Diego County, and the trensportation of suto-

modiles and other vehicles end their PRISeNgeTs, fTBi@ht and
enimals, and the issue of $399,500. of common and $200,000, of
seven per cend cumulstive nreferred stock, public heerings having
been held, ovidence having Deen submitted end the Commission being
of the opinion that the Automodile Ferxry Company of Coronado should
be euthorized %0 issue $389,500. par velus of its common capital
stock for the purpose of finencing the ecquisition of the boat,

the oconstruction of the ferry terminals and the instellation of
the ferry service, referred to in this application, thet the money,
property or lebor to be nrocured or peid for through the issue of
such stock 1s reasozably required by applicant, that the expendi-
tures herein are not in whole or in nart reasonably chargesble to

opersting expense or to income, thet this application, in so far es
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1% involves the issue of the $200,000. of seven per cent cumula~
tive nreferred stoock, should be denied without rrejudioce, and the
Commission being fully sdvised;

The Railroed Commissiorn of the State of Californis
keredy finds, upon the record, thet present pudblic convenience snd
Decessity Justily the operation by the Automobdile Ferry Company
of Coronzdo, a corporation, of vessels 2cross the inland waters of
the Stete of Califormia, between the Cities of Sen Diego and Coro-
nedo, Sen Diego County, the operation of sold vessels to be for
toe transpért:tion of autcmodbiles end othex vehicles and their
pessengers, freight and enimels; and

IT IS HEREBY ORDERED thet a certificete of public con-
venlence and necossity dYe and the same igs heredby granted, sudlect
to the following conditions:

(1) Applicent shell commence the operetion of seid
vessels within one (1) yeer from the date of this order.

(2) Applicant shell file with the Commission, until
otherwise ordered, nmoathly reports of the progress during the ver-
104 of construction, such reports to contein such informetion znd
deta as mey be required from time to time by the Commission.

{3) Applicent shell submit to the Cormission, for its

epprovel, a plen of providing additionel boat or boats and other

equipnent necessary %o insure gzood and edequete service,'to be

availeble withla such time as the Commission may direct,

I7 IS EERIBY FURTHER ORDERED thet the Automobile Ferry
Company of Coronedo be and 1t is hereﬁy suthorized to issue a2nd
sell for cash, ot not less then per, on or before June 30th, 1830,
$399,500. per velue of Lts common czpitel stock and use the pro-
ceeds to pay, ir part, the cost of acquiring the doat, the con-
struction of the terminels end the installation of the ferry ser-

vice referred 10 Iin this spplication.




T IS ZXEREBY FURTHER ORDERED that this application,
in s0 far os it involves the issue of $200,000. of ceven ver cent
cunuletive preferred stock ic heredy denied without prejudioce,

IT IS HIREBY FURTEER ORDERED thet the Automobile Forry
Compeny of Coronedo shall file with the Commission such monthly
Tepoxts 2s are required by the Commission's General Order No. 24,
walch order, in so for ac spplicsdle, is made a part of thls oxder.

The Commission reserves the right to maks such further
orders, relative to the construction, operation =xd maintensnce of
seld vessels, =s it may hereafter deem right =nd Proner.

Thls order shall decome effective ten (10) days from
the date heroeof.

The foregoing opinion and order are hereby approved and
ordered filed 2s the opinion and order of the Reilroed Commission
of the State of Celifornis. |

Deted at Sen Fremeisco, Californis, thals /eosS day

of Januwery, 1930.

ngc}&zgﬁﬂnuvgxzp/”'
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Commissioners.
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I dissent from the foregoing opinion and oxrder for the follow-
fag reasons:

Lo The evidence in this case clearly shows that the existing

utility, the San Diego and Coronado Ferry Company, long prior %o

the Liling of this application, had taken all necessary steps to
improve its service. It had endeavored to buy en additional boat
and 20t belng able to duy had dbullt one. On September 20, 1928,
four months before the filing of thls epplication, 1t had contracted
Zor e new and larger boat and put this new boat into service on
April 21, 1829.

2., The evidence &t the hearing showed that the existing com=
pany with the additional boat "Coronedo™ was edequately meeting the
public demerd end that there was no necessity for further or addition=-
el service.

5. Better results can be obtalined by the regulation and saper—
vision of the rates and service of the existing utility than by per-
nitting & competitive service that can be extremely huriful and par-
ticulerly discouraging to the investing public. *The protection to
the investment of o utility, wkich is doing its full duty to the pub~
1ic is demended, not merely as a matter of falrness, dut also as a
matter of common sease.” (Re Ofa Electric Corporation, 2 C. R. Ca
755=74 )

4, Toe order does not specify the aumber of boats 10 be op-
ereted by the zpplicent. It should have provided that two boats at
least be used. The use of any lesser number will not give adequate
service to the pudblic ané will serve only %o lessen the earnings of

the existing utility without improving the service to the public.




S¢ Neither of the companlies competing for traffic will
mexe an adequate return upon their invested capital. The grant-‘
iag o: this spplicaetion means the impsirment of carnings and &
lessening of the value of the existing utility not justifled by
the circumstance;.

6;l Thé granting of this epplication is an excessive
and unwarranted punishment of the existing utility end its share-
holders not justified by the facts and 1s an extrenme departurel

from the practice established through meny years dy the Commission.

Bl Ao

ddﬁﬁi%aidner.

I concur in the dissenting opinion of Commissioner Decoto.

e s

Commissioner.




