.h

L

Decision No. 9Q243 . :

Jpewo-y s
A=

5
d

BEIFORE TEE RAIIROLD COMMISSION OF THZ STATE OF CALIFORNIA

In +the iatter of the Application of )

SAN DIEGO ZEIECTRIC RAILVAY COMPANY ) , :
Tor an order suthorizing the lssuance )} Application No. 16971
of shares of 1%z capitel ctock. ) |

Xorrison, Eohfeld, Foerster, Shuman & Clark,
by W. L..Eollowey, for applicent.

Iz thiz proceeding Sen Diego Electric Reilwey Compery
asl:é permission to issue $5,120,000.00 per value (51,200 saares) of
1ts cormon capitel stock <o the J.. D. and X. B. Spreckels In-:}esfnent
Company in consideration of cancellatfoz of §5,120,000.00 of indebted-
ness owing by epplicent %o said J. D. amd A. B. Spreckels Invesiment
: Company.. |

San Dilego Zlectric Reilwey Company is engaged in ‘;hé
business ol owning and operating an electric siztet Tallway systenm,
including motor busse's' in Sem Diego County, California. The company
has en suthorized stock issue of $10,000,000.00.d1vided into 100,000
cheres of the par value of $100.00 each. It reports stock o'ut;

standing in the amount of $4,298,000.0Q.




AS of May 31, 1930 the company reports its assets and
liebilities a2z follows:-

AZSS . .
Road end equipment « o o 4 o . . . e e s e o %9,035,523.48
¥iscellaneous physical Droperty « o o o o o o o o - 60,347.12
Ca's-honha.nd..‘.................. 4,802.22
Ca.,h J. D. 2 A. B. Spreckels Invesimeat Company,S.r 6,203.3%
Cash, Tevolving funds . ¢ o o o o o 2 o = a s = o & & 200000-
Loanv and notes receivedle ¢ 4 o + a4 o s 4 o o . 2 668.62
VYiscellancous accounts recelivadble « - o o o o o s . . '7 248.19
Materials and SuppliesS o ¢ ¢ o o o o o o o o o . o @ '75 024.01
Other cul'"ent &"Se'tu,, AQVOLVsn? ‘L.nd- . & & & ®o » = 3 040000'
Dep*eciationrnnd.................2686:55898’-
Other deferTed 8SSEYS @ o o o « o o o o o o o o o = 242.27 .
%ep&idins’mce a® ® 9 8 & = & & = @ & s & 2 = » 5218.58
Discount on Zunded éedt . . ¢ ¢ 4 o & o . . . 3,035-.13
Other unadjusted debits . 2,893.43 .
Construction v'ork In PIOBLESS ¢ o ¢ o o o o . o s . 39, 241' ‘06"

Totel acsets c.ecee. ve w12, 035, 826.4-0

LIADBZTIZ
c\..-'o“ t&b Q ock L4 - - - - - - - - - -
deed deb‘. vLZ’.'ed e & » - & - .
Loans payedble, J. D. & A. 3. Spreckels Investzent
Com‘ouw - » - - - - - L J - - - - - 6 723’460038
sudited accomnts and mges myeble « o0 . . . - 41,820.15
M4scellaneous accounts payedble,lrelght cherges 27.08
Acerued interest payable e e o o o o a e s s o o 4,175.89 "
Liability %o dtrainzmen,accornt accidents . 1,309.27
T&x li&bili‘ty ® W ® ## ®& & & & ® & & s © ' L] 49’300.76
Cperation reserve ‘ . e 2,005.14&
deerued depreciation,road and equipment .. . 2,550,907.30
herun&djutedcredi._..... o s e e o s e 22,286.88
Reserve for amortizing frenchises . « - + - « o« & 28 957.55
Co*po*atederici.,........... e o o & 504447400

Total 11abilitieS.c... 5 IZ,055,526.40

4 L | N
. . . $ 4,298;000-00 |
. . . ~356,000.00
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In Exhibvit "IT applicent reports the cost of add.i vions
and betterments and retirements for the years 1921 to 2.929, votlh

inclusive, and for Lfive months enéirg "°y 31, 1930 as follows:




ablivions and -
Hetterments
v 200,735.88 -
821,824 .30
922,480462
hi 931 63014 .
-,941,075 o7
325,058.28
179,104.80
332,980.01
193,573.94
5,000.67

"
Y

et addivions and
betrerments
¥ LldO,002.00
556 614.08
787 660.8L
1,522,627.533
1,620,167.04
152,499.47
94,105.83
183,444.08
140 740.80
55,;24.07*

TEA
192l
1922
1923
1924
1929
1926
1927

Retirements

v 89,408 .59
265,210.22
134,819.81
409,002.61
320,90L.535
172,558.81
84,998.92
149,535.93
52,833.14
S8,122.74
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It will be obsexrved that the compaxny on oy 3L, 1930 re-
ported a cash depreclation fund of 32,586,338;98 ané a reserve Tor
accruod depreciatién on road and eqﬁipment of 33,550,907.50.

The cepreciation fund wes created pursuvant to the Coxmis-
sion's oxrder iIn Decizion Nb; 6836.da ted Novexmbver 14, *919 as esmended
by Deciston Yo. 11709 &ated February 21, 1923 snd Decision No. 18842
datéd,Septenber 29, 1927. It is of record that the moneys paid invo
the deprecietion fund simce the date of 1ts creation have been the
same as the credits Yo the company'sm&epreciatibn reservé. The
‘reason for the dilference detween the amount in tThe depreci&t:on reo-
serve and the amount in the depreciation fund is due % the fact that
not until the effective date of *he Commission's Decision No. 6836
d1d the company provide for a depreciation fozd. It is Turther of
record that the moneys peld into the deb*eciation ‘und have been ap:
propriated from_operating revenues =and that vthe compeany's oPerauing
reveaues have been sulficient since ke date of the creation 6f'thg
depreciation fund to pay into suckh fund fhe,amouit required by the
Commissionts deciziox. The amunt of money in the fund on Mhy 51,
1930 was on deposit witk tke J. D. end L. 2. Spreckels Invesiment
: Eomp&zy‘and, according to the teétinony, is availablé fo applicent




‘upor deman&. The company i{s recelving interest on the xoney s¢
depositod af the rate ol five percent per annum, which is the seme
rate of interest walck it pays %o the J. D. and i. 3. Spreckels In-
vestuent Compeny on moneys which that company has advanced %o ep-
plicent for construction and other purposes. | |
On‘may 3., 1930 epplicent was indedted %o the J. D. et Z. B.

Spreckels Imvesiment Compary in the amownt of $6,723,460.38.' Ic

proposes to pay $5,120,000.00 of such 1ndodtedness through the i1ssue

of $5,120,000.00 of common stocke
In Zxhidit No. 4 spplicant reports & net investment in Lts
- plant and fixed assets at $5,555,246.81, and its net worth at

$8,529,951.25, whick figures are arrived at iz the following meznex:

TIXED ASSETS: , |
) Road axd equipment . . . . . .39,035,523.48
Viscellaneous physicel pro-
perty - o - L - - - 60,347.12
Construction work in progress 39,24L..06 .
Total Property cescemccscs $59,1%5,111.66
1ESS, Reserwve for deprecietion 3,550,907.30
, Reserve for amoriization
of franchises . . . . 28,957.5% 3,579,864.85
:\Te: plw.c acsessassse - y » 46.8’—
NET CURRENT ASSETS:

Lfotal current assets . . . . 209,340.63

LESS, current lisbilities . . 120,975.17 : -
. . ’ v th Cu."rent assets sassenes : 88,365-46
VISCETLLANTOUS FUNDSE AND INVESTVINTS: -

Cosh depreciation Zund « « « « o » o 2,686,332.98

Net 7OTtD ecececvcscencnnaa $8,%29,95L .25

Iz Zxhidit No. 4 applicemt further reporis capitel stock
outstanding of $4,298,000.00; ecouipment trust certificates out-
stending of $356,000.00; and advences on open accounts payable of
%6,723,460.38; meking a ﬁotal of 311,377,460.38. .The outstending
stock and liabdilities exceed applicant’s net plant invesitmexnt by
35,822, 21%3.57 and it net worth by 43,047,509 .13.

The greating of this app;ication without conditions or

limitetions would result in em excessive capitelization of appli-

-




cant’s properties, aébuming the balance'sheet Tigures subnitied dY
applican‘c to be coi-rect. If the stock cpplied for were issuwed,
applicant would have outstanding £9,412,000.00 of =ztock aﬁé‘zsse,ooo.
of equipment trust cextificetes; & totel of $9,774,000,00, againét

& net investment fn roed end equipment of 35,555,246;81, or ageinst
& net wortk of $8,320,951.25. Iz edditfon, 1t would be infebted

%0 the J. D. and Ai. B. Spreckels Investment Compeny in the emount

of $l,603,460.38. There was no evidénce submitte&,to show thaf aopli-
cant's depreciation reserve of $3,579,264.85, weick wes deducte&a‘

in afriving at the net investmert In road and equijment accounts

end net worth was excessive, nor was there any questioz railszed adout
the propriety of applicant’s cash depreciation fund. For the purs
pose of this decisiox we will assume the reserve o de proper and
the depreciation fund created to Fimance the cost of replacements |
walch odbviates the‘necessity of issuing securities %o reiﬁbﬁrse‘the

depreciation reserve to secure funds 10 pay for replacezents.

The order herein will authorize epplicant to 4issue not

exceeding $3,676,000.00 of stock.
ORDZIR

San Diego Zlectric Railwey Compeny heving epplied %o th
Reilroald Coxmission Lor permission o issue $5,120,000.00 of common
stock, a public zecaring heving deen held borore Zxeziner Faakhauser,
and %the Commission heving considered the cvidence subnmitted, and
being of the opinion that applicart should be permitted to issue
$3,676,000.00 of common stock; that the moxney, prpperfy ox iador +o
be procured through the Issue of suck stock is reasonedbly required

for the purpose specified 4n this ordes and’that such purpose 413

5 it




not reasonadbly chargeable to opersting expense or %o income; and

that Yhis application insofer as 1t involves the issue of $1,444,000.

0f stock should be dismisseld without pre juéice, +herefore,

IT IS EEREBY ORDERED, that San Diego Zlectric Railwey
Compary be, ané 1t is heredy, authorized t0 issue end sell on or
belore Liarch 31, 1931, at not less then par, o ,676,000.00 of
comreon stock and deliver the proceeds obiel tned ffon the sale of |
said stock, or deliver seid stock, %o J. D. and A. B. Syreckels
Investment Company in peyment of $3,676,0é0.00 ol 1nd¢b;eaness.'

I? IS FIRIEY TURTEER ORDZRED that this epplication, insefax
as 1% involves the issue of 31,444,000.00 of stock, De, exd. the éame
iz, lheredby dismizsed without prejudice.

TT IS EEREEY FURTHER oqnm thet Sen Diego Zlectric Retl-
way Compeny chell £ile & Teport or rcnor.o, as recﬁi‘ed by the Com~-.
ission?s General Order Nb. 24, whick order imsofax ag-apnkicabﬁe,

c made a part of this order.

IT IS SEREBY FURTEER ORDERED that the exthorit v hereix
grented o issue seid “3.’5,',676,000.00 of ztock and deliver sall pro-
ceeds or said stock to J. D. and A. B. Sp:eckels_!nvestment.Company
{2 peyment of @5,676,000.00 of indedtetness, will become etfedtive
upon - the date hercof, “hat ‘the otker b“OVi ‘ons of this oréer
will become effective vwenvy (20) days sfter the dote her eof.

DATED ot San ~runciuco, California, .his ,Z day of

J]W . 1930,

7 Commissioners. '




