
? Q2,1;3 Decision No. '.; '± • 

!n therZe.tter ot the .A.ppl1ca~ion 0-: ) 
SAl."\'f DIEGO E!.ZCTR!C RULWAY CO!l:?,ANY ) 
tor en order authoriz1ng t~e issuance ) App11cat10n No. l697l 
of shares of its ca,1'1.te.1. stock. ) 

Morrison, Eob.telc., ]"oerster, Sb:u:::ne.:l, &. Clark, 
by W. I. •. ~ollowe.y, tor e..ppl!.ca::.t. 

?:t: T5Z CO:.oo:SSION: 

In "th1 $ p:'Oceed,i:.g Se.n Diego Electric Ra1lwe..7 Compe.ny 

asks ,~ss1on to 1s~e $5,120,000.00 pel' value (51,200 s~arez) ot 

its CO::l!lO:t capital stock to the J •. D. anI! .l. B. Spreckels Invest:::le!l.t 

/ 

Compa:lY' 1::::. consideration ot ce.ncello.~1o: ot ~:5,120,OOO.OO ot 1ndebted-

ness orting by app11ca:lt to said:;. ~. $ll~ A. B .. Sp=eckels !n ..... estnent 

Com.:;>any. 

s~ Diego Electric ?'allr.ey Co~pany 1$ engaged in the 

including motor busses in San Diego Co~ty, Cal1to=nia. 

ha.s en a.uthorized stock issue or $10,OOO,OOO.00.d.1v1a.ed 1:to 100,000 

~harez ot the par value o:$lOO.OO eac~. 

stane.i::lg in the amount o~ :~,298,000.OO. 

1-

!t =e,orts stock out-



liabilities as ~ollo~s:-

.ASSETS. 
!{oad. end eQ.uil':lent .. .. .. .. • • .. .. .. • .. .. .. .. .. .. .~9.055~523 .. 48 
MisceUc.:eous phys~ce.l ,rope=ty .. • • .. • .. .. .. .... 60 ~34:7.12 
Cash on hand • • • • .. .. .. • • • .. .. .. • ..... • .. .. 4,802'.22 
Cash, ~. D. &. J... B. Spreckels !nvest:le:lt CO:lpa.ny,S.F 6,203.31 
Cash, revolv1:cg t'und.s • .. • .. • .. .. • .. .. .. .. .. .. .... 2,000.,00 
Loans and. notes receivable • • .. .. .. .. .. .. • .. • 2; 6,08.62, 
U!.scella:leous accounts receivable • .. • .. • • • • .... 7,248.19 
Ma terials and sUl':5>11es • .. • .. • .. • .. .. • .. • .. •• 175,024.01 . 
Other et:.r.ent assets" :-evo;' V~'::lg t\::nd.. .. .. .. .. • .. .. 5~ 040.00 ' 
De:prec1e.t1on tund .. .. .. .. .. .. .. .. .. • • • .. .. • .. .. 2,686,.538.98 
Other det'er::-ed. assets • .. .. .. .. .. • .. .. .. • .. .. • .. 242..27.' 
Prepaid 1ns:'ln-e.nee ... .. .. • • .. .. .. .. • • .. • • • • 5,21$.58 
Diseott:lt on tu~ded debt .. • .. .. • • • .. .. • .. .. •• ' 3,035.l3 
Other unadjusted debits. .. • • .. • • .. • • • .. • .. 2,893.43 
Construction work 1:l :9rog:ress .. .. .. • • • .. • • .... 39,. 241'.:06 . 

Tot~ e.sset~ ••••••••• ~iZ,033J820.46 

LIAB!!.!'!'IES 
Cc.:p1 tal stock • • .. • • .. .. .. .. • • .. • .. .. • • 
Fun!ed debt unmatured .. • .. • • • • • • .. .. • .. 
Loans paYable,Z. D. & A. 3. Spreckels!nve$t~nt 

CO::1Pe.'r::!I • • • • • • • • • • • • • • • • 
Audited acco~t~ an~ wage3 pay.able • • • • • • .. 
Ulscellaneous accounts ,ayab1e,tre1ght charges 
~ccrued 1~terest payable • .. • • • .. .. .. • • • • • 
liability to trai=en,accoQt aec1dent$ ....... 
Tax. lia'!:>,111 ty .. .. .. • • .. • • • .. .. • • • .. .. .. • 
Operation reserve .. .. .. • • .. .. • .. .. • • • .. • • .. 
Accrued depreciat1o::l,road end eCi,u1ptlent .' • • ... 
Other unadju5ted credits • .. .. .. .. .. .... • • ...... 
Reserve tor amortiz~g tranch1ses .. .. .. .. • .. .. .. 
Corporate deficit .. • • .. .. .. •• • .. • • • .. • .. 

$ 4~2ge,.000.oO 
356,000.00 

6,723~460.3S 
~1,820.15 

27.08 
4r~175.69' 
l.309.2'7 

49~300.76 
2,055.14: 

3,550,907..;30 
2Z~Z86.as 

. 28,957.55 
3,0447 474.00 

~ota.l liabilities..... ~ 12,033-,826.40 

In 3xh1'b1t "I" e:::)'olice.:l'~ re~orts the cost of ae:d1t1ons ... . 
and bette~ents ene reti=e~nts tor the years 1921 to 192~, both 

inclusive, and tor ~1ve ~onths ending ~~y 31, 1930 as ~ollows: 

-2-



.. .. ~c.c.:1.~io:s and 
·3et~e!"'m.ents 

.. .. :~et ac.d.~~!'o:t.S and 
YE1~ : 
1921 .. .. .. .. .. : 
1922 .. .. .. .. .. : 
1923'.. .. .. ...o : 
1924 • • • : 
1925 • • .. • . : 
1926 • .. .. .. • : 
1927 • . • . 
1928 .. .. • • .. : 
1929 . . • . .. : 
1930-5 months : 

~ 200;735.88" 
821,824.30 
922,480.62, 

1,931~630.141 
l~ 941,075.57 

32.5,058.28 
179,104.80 
332,980.01 
193,573.94 

5,000.67 

*C:-edit 

.. Retirements . 

.o<;Jo 85~40~.~~ -'Ir' .. 265~210.22 .. .. 134~819.e1 .. . '{'09)1 002.61 .. 
: 320~90e.53 .. 172,5se.8~ .. .. 84,998.92 .. .. 149,535.93 .. .. 52:,833,.14 .. .. 58,124.74 .. .. .. ... ~ 1,735,$96.06-.," 

.. be~ter.ne!lts · ; ll~~~~i.S~ :v .. 5S6~614.08 · .. ',787,660'.81 .. .. 1,522~QZ7 .. 53 .. .. 1)1020,1&7.04 .. .. 152,499.~7' .. .. 94,105.88 .. .. 183,444.08 .. .. 140,740.80 .. .. 53,124.07* .. 
· .. 

; 

:£;( 5,120,068.15 

It ~i11 be obse=ve~ t~at the comp~ on ~7 31, 19Z0 re-

ported a cas~ depreciatio~ tund o'! $2,6S6~338.98 a.nCl. a reserve tor . , 
acc::-uod depl"eciatio:. on road and eq'O.1j;):n.ent o'! $3,550,90'7.30. 

The depreCiation tund was created pursuant to the Co=m!s-

by Decision :&0. 17'709 dated :E'eb::-ue.ry 21, 1923 and. :!jec1sion No. 16842 

dated.Sept~be~ 29,1927. It is 0: reeord that the moneys paid into 

thedeprec1at1on ~~ since the 'ate ot its ereat10~ have been the 

same as the cre~its to the compe.ny's:".del'rec1atio::l reserve. The 
, ' 

:-eo.so:::. ~o= the dit!crenee between t1le a:J.O'C.!Lt in the depreciation re-

zene aDd the amount in the de:pre,c1at10n tund is due to '~hetact that 

not ~til the effective date ot the COmmission's DeciSion No. 6836 

did the co~pany provide tor a depreciation ~d. It is tu=ther ot 

record that the moneys paid into the depreciat:1.on ~d have bee~ ~?-

propriated from operating revenues and that the cO:lpe.ny's operat1DS 

revenues ,have oeen su:ficient since ~e date of the ereati~ or the 

Commission's dec:1.s1on.o 
-1930 ~s on de~os1t with the ~. D. ~d A. B. Spreckels Inve~~ent 

ZO:lll)a:Y' and, accord.!.ng to the test1:lony'~ is a't'7!.ilable to al',lice:z.t 



upon demand. ~o oom~y += reoeiVing interest O~ the ~oney so 

dopoSitod at tho =~te o~ ~1ve percent p~ ann~~ ~~Ch is t~e s~e 
rate or interest whi~ it pays to the ~. ~. and A. B. Spreekel3 In-

vest:nent Com~ny on moneys v.t.ieh t:ba t company b.as advanced to ap-

p11cant tor co~structio~ ~d other purposes. 

; On 'MAy 31, 1930 applioant vms i!ld.ebtee. to the J. D. aDd .:... E. 

Spreckels Investcent Company in ~e a:ount o~ $5,7237450.38. It 
proposes to pay $5, 120~ 000.00 ot :mch 1n~cbtedne:;s th.!"ough tho 1 ssue 

of ~5,120.,000.00 of cO:n:llon stock. 

!n Exhibit No. 4 applico.nt =eports a net investment 1~ its 

plan,t a."'ld fiXed. assets at 05,555,24:6.81, ~G. its net worth at 

~8,329,951.2S, +-1oh figures are e.rr1ved at 1:. the following :J.e.:lle:::: 

FIXED .iSSETS.: 
~oad a:d equipment • _ ••• • ~9,035,52Z.48 
nscellanoo,us physice.l pro-

perty • • ~ ~. • • • .. 00,347.12 
Construction work in pl"Ogress __ .;;;,3.;;;,9,.,,;;:;24.,;;,;;:1.;;;,_,;;;,0,;;.0' 

Total property ••••••••••• 
LESS, Reserve tor depreciation 3,550,907.30 

~ese=ve tor ~ort1zat1o~ 
or franchises ..... _____ 28 ....... ! __ 9_5_7_._55~ 

Net plant •••••••••• 
NET CUP.?ENT ASSETS: 

. 'l'ote.l current :lssets • • .. • 209,340.63 
~, ourrent liabilities.... 120.975.17 

Net cu.~ent assets ••••••• 
~;~SC:sU.J.l .. rnoUS ?UNDS J0..1'j) !NVEST~TS: 

C~sh dcpreo~ion ~d • • • .. .. .. .. 
Net ~orth ••••••••••••••• 

3,579,864.85 
5,5SS,~46.81 

88,365_46 

2,586,3z,s.98 
$8.329,9~1.2~ 

!: ZXh1b1t No. ~ applicant ~ther ~eports ca,ital stock 

outstanding ot $4,298,000.00; e~uil':ne:lt trust certificates out-

standing o~ *356,000.00; and a~vanoe~ on open accounts payable ot 

~6,?23,460.38; making a total ot $11,377,4~O.3S. ·The outstand1ng 

stock aDd liabilities exceed a,p11cant·snet plant investoe::lt by 

~5,822,213.57 and its net wo=th by $3,047,509.l3. 

Tne granting of this applica.t1o:r:. Without conc1.1t1o::lS or 

l1mitat1o:s would ~e$ult in an excessive capitalization ot appli-



cant'z p=ope~ties, esSur!ne the balance sheet tigures submit~ed by 

ap~licant to be correct. !t the stock applied,tor were issue~, 

applicant wonld have outstandi~ $9~41e,OOO.Oo or ~tock and ~356,OOO. 

of equi:pme!lt trust ce:"ti~1ce.tes; e. toteJ. or ~9, 774, 000.00, against 

a net investment in road e.:J.d equipment o't ~, 555,246-;.81, 0-:: against 

a net worth o~ $8,329,951.25. In aedition, it would be 1~ebted 

to the;. D. and ~. B. Spreckels Investment Col:1Pe.ny in the e.mo'tlnt 

There was no evidence submitted ,to show that a,p11-

cant's depreciation reserve of ~3,S79,804.85, wnich ~s deducted 

in arriving at the net investment in road and eqn1,ment accounts 

and net '':lort:!l was excessive, nor was the,re a:y quest1o: ra1~ee. about 

the propriety or app11cant~s cash dopre~1at1on tun,. 
:pose of th1s e ,decis1on VIC will assume the rese::-ve to be proper c.nd 

the deprec1at1o~ fund created to t1nance the cost or replaoements 

Which obViates the ~ecess1~ o~ issuing secu=1ties to rei~burse t~e 

de~reciation reserve to secure tun~s to pay to~ replace:ents. 

The order herein will authorize a,pl1c~t to issue not 

exceed!ne ~S,676,000.OO of stock. 

San Diego Zlectric Rallr.ey Compeny hev1ng applied to t~e 

Rc.11roo.d CO:::.iS310: tor pe7:l!!.1SSio::l to issue $5,120,000.OOot co:=o:l 
ztoe~, a public hearins ~av1ns been held bo~ore ~~1ner Fankhauser, 

aI'I.d the Comm1 ss ion hc.ving cons1d.e::-ed. the evidence sub:l1 tted, and 
• be1:g o~ the opinion that e.pp11c8.llt should be !)er:n1tted to issue 

$3,576,000.00 or common stock; that the money, property o;::'la'hor to 

oe ~;::ocured tbrough the issue of such stock is reasonab~y re~u1ree 

tor the purpose specified i: t~1s orde:- e.:ld' tho. t such. :pur,ose is 

5- Ii '''' ,"". ..... , 



not :-easonably cb.o.reoable ,to o:perc.tine ex;pense or to in.'COl:lc; e.n'~ 

that this application insote.r e.c it involves t~e issue or ~1,~4,OOO. 
o! stock should be diz~isse~ T.!thout prejudice, theretore, 

:;:T :;:5 h to;P.EBY OR'D~:E:D, that Se.n Diego Electn c RtJ,il we.y 

Co~p~~ be, and it i~ hereby, authorized to issue and sell on O~ 

before :~rch 31, 1931, at ~ot 1ezs then pa=~ $3,676,000.00 o~ 

coomon stock aDd deliver the proceeds obtC!ned trom the sale ot 

said stock, or deliver said stock~ to ~. D. ~d A. B. Spr~ekels 

Investment Co:pany in pey:nent of $3,676,000.00 or 1ndebte~~es:;. 

I~ IS ,F3?.::::st : i..iRT"r;-:::R O?D~ED tb.e.t this application, insot:n-

~s it involves the issue or ;1,444,000.00 ot stock, be, endtb.e sa:e 

is, hereby d1~isse~ without prejudice. 

!T IS HEREBY ~ ORDERED that San Diego Zlectrie ~Ail
way COIllpe.=.y :::he.ll tile e. :::-epo::-t or reports, 0.$ requi::e~ by the' Co::t-:, 

=.i ss 10:::.9 s General Order No. Ur, wh1 c1:. order ins ota: as app11 ee. ble, 

1::: :::lad.e a part ot ,;this orde::_ 

srantea to issue said $3,576,000.00 or stock and. deliver' said 1'ro-
" 

ceeds or sa:td stock to J. D. and A. B. Spreckels !nvest:lent Compe.:::.y' 

in 3)e.7-llent 0: $3,576,000.00 or 1nde'bte~es~, ";?ill 'become e~re~tive 
upon 't1le date hereot, end that the other provisions ot this order 
will become ettect1ve t~nty (20) days s.1"te:- the de.te hereot'. 

D.TED,o.t San :C'rancisco, Cal1!o=n1a, this 3/~day ot 

iJ~ ,1930. 


