
Deoision No .. 12 b t.f 

In tho, matter of t~c a~plic~tion of ) 
Sa;n :D.:tcgo' ~d' Arizona. A$.ilwllY C¢I:r",.....o;ny.. ) 
a corporation, ior en oracr euthorizing ) 
the ~esue of 'bonds. ) 

Application No. 80S .. 

'ZArry J:.. Zit':ls~ R .. C .. Dilworth a.nd 7: .. I. :3ro.beck 
" for a.:ppliean'e. 

O:PINICr. ----_ .... -- ... .-. 

Zo.1s is o.n :l.pl'lica:tion ·0,. San !)iego 'Snd A.rizO'ns.:?a11wa7 

"Compsn7 '!or an orders.uthorizing the iszttc of $15',,000,,000' face 
value of 'bond:;;, a.nd for en order author,izing said. company, to exe-' 

, c'C.tc 3. :nortg~e;o or t:r:uz'tdeed upon Doll of its :proporty to zoeuro 

tile !>o,:,vment oi sa.id 'boridS~ 
" 

" ,., 
T.'hG pU%'l'OSGS ior wAiob the "oon6. ::ono:r is ,reposod to be ' 

used. srcto p:;.y of'! e.no.' dizeh:J.rge indebtednoss $,tlountiIlS to 

$3,007,908 .. 55, o.n~,~~h the remain~er toffnish the construction 

of it z n.ilroc.c:.. 

de.l'd gauge- stee.m railroad from Se.:a :Diego eaetward., l'il.eZi1:g ~rough 

the northern :part" of Lower C.o.11:f:ornia, t:exieo y nnd extend.ing es.st-

ward. to Y~a. .. Arizona., s. a:tna:cc of ZOO mile,3 .. 

wero eha.nged. .. lW.killg Seeloy, I:lp(;,l"ial CO't:nt;;, the oa.zto:rn -:c:r:milltts:. ' 

~e' line as now, :projected will oxtene. from ~ :D1ego t.o" .', 
o 

Soeley. !mperio.l CO'l:Il-:Y, where it will co:mcct with tho SOtltilorn 

Pe.ci~ic 'br8.l:lch1,:tne from 31 Centro. 
r , 

7f1!1 1)e 139.39 milez. 
Low~~ C:l.l~!ornie. .. ![o%icO ru::.a 95.10 :i1es v:1il, bo :'oeated ill 

~ 
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~ortions o! thiz line h~ve been o omploted , as !ol~~s: 

:E'r0l::l Sa.!l. j)'ie-go to Tis. Ju.s.na., on the' 
Mex1e..a.n ·oorder. . •...• ., ................ · •• -.• ,. 15. miles 

hom Seeley- west,. .. ................................................. .. 10 ". -
~otel constructed in 0.0.1 ifornia.. • ................... .. 25 . .. 
CODStro.cted. :tnUoxieo :troI:). !i:l. Ju.s.ne 

eastward..,. approxim.a:t.cly. • ........................... .. 40- "' 
Total constr~eted, eppro%1~tely ••••••••••••• Q.S "' 
still to 1>e constnctecl, s:l?P'roxim.ste!y ............ . 75 '" 
T-o be cOnf:'t%:'tlcted in :;.rexieo .......................... .. 5 '" 
Zo be const'!'1letcd in California. •••••••••••••• 70 !I' 

typo. 

1.'bo~e· is thoro tJ.rJ.y ovid.ence o! sk:1:o:ping in the construction-

In brief. the -:Yl'e o'! roc.~ 1)e~:cg 1n:i1 t· is,. 1::::. o't.%', judgment. ot 
- ~ 

tl:c 'best, and it 13 ::>roposod to llse tbis same type O~ con:rtruc-

tion ill building the rema.il1dor o'! the r3.ilroad. 

interost d.uring cO:::JZt:ruction $867.000,. mak1llg ~b.e ~ote.l $14,713,.956.Z7. 
,-

T!lo engineers o~ the co:cpany- testified tbst by s'a'bst1tut1.ng lighter. 

rails on side tracks ana o~ using lezz J~~5e tor the ,rctent, 

and b~ ~ine otcer chenges. this ozti~tc could be rc~uee4 ap-

proxim~~el~ $1,.000,000, ~e&vins ~ bals~co. as the revisod oetimeto 

o! $13,713,956-37. 

~hie ~ne~udes oloeksignnls and everytaing necossary 

to complete tbe lino. -out me.ke~ no l':,ovision :tor e;:t:ip:cnt. ~o 

:::"ol'resenttt.tive: ot tae company:' sto:tee. tbat tJle roa.d vlottld be 

ol'orCl.ted. eitiler ·0:7 leaso to 3.notber cor:rpsn,,!!. or cq,u~,mcllt wo-::ld 



Tb~ CO:ll}jt'..ny ha.e an ,,:uthor1zed stock issue of 60,000 ahares 

of tbe pD.r 'V'l,),luo o! ~1.00 por si:l,"sre .. or $. total o:! ~:6 ,000 ,,000 l'ar 

It M~ issued 20,000 sho.:ros 01 a. toto.l p~rvo.lue of 

$2,,000,000. l,).n~ r.~3 receivcd~hercto:r $2,000.000. It has Sol eo-

Zhis !ndebtcdnees is repr~sentod 
chiQtl~ b7 not~s payaole to the ~~ 0: ~o~ce an~ =rcict COQPa~ 

of Saz:. :Diogo II Union T':-ust Compa::; of So.n :i'ra.ncisco. end the ";Vells 
F~eo.~cv~da Nati~l 3~ of S~n :rane1seo. 

Tbc $2,000,000 re.a.lizoe. t:rom $toe~ ~nd$3,OOO"OOO 'borrowod 

b.a.s 'been investo~ in the co:!.strc.etion o~ the road. 

~cve the ~ollowing co=~tion: 

z.stiIlltl.te~ cost of :roed .. _ ••.........••••. 
......•............ 

C.'o et o~ bnl3%lce ......... - ." •••••• *' ••••••••• 

Wo·· therefore. 

5,,000,000.00 

bthority 12 noVl aske6. to issue $15,,000,,000 of gone=al 

!irst lien 5 per cent 40 year gold bonds, under a proposed deed o~ 

trust 'to 'nio::l ~rus't Col'.:%psny Of San hancisco a.nd. to $011 thes/) 

'bonds 8.t: not 10-$$ -:';he.n eo per cen't o~ !e.ce value. I! 20ld Sot 80· 

tbe %lot J.:lrO¢ecC:s wou'ld be ~Z,. 000,000. snd wit:i: thie tile eOtl!>a.ny 
,f' 

proposes to -pe::! off the :o.oe.t1:c.g .:1:::.debted:loss of $3 .000 ~OOO" .o.n6. 'to 

use the ro~1ll1=o ¢~"OOO,OOO to ¢~leto tbe road. 

~o ownerzhip 0-: thi::: rll.11::oo.d is 1n doubt. :. J). and 

A .. :B. Spreekelz assert ·tha.t a.lthough the $too).: $t~ds in their ~es .. 

:n:o $2,,000,000 with Wil10h'1t v:.o,s purch.0.2ecI we.s suyplied. by the-

Sou.tbern ?aci!.ic Col:l1'a.n~ upon tile und.ersta:nding thc.t 'the SoutilortJ. 

stock ~o J. ~ .. and A .. :8. Spree:itele. 

:s.cif1c tend.ered the· stoekto :i:essrz. Sprockels Slld tbey =efuse'~ to 

take" it. Suit was ti!.crou:po~ brought by t.he S¢utilern :E'a.cifie to re­

eOV&r the tloney thercto!'ore siiva.ncee. by it't wh1eb suit is boing con-

tcstcd b:r :the Spreckels,. a.nd.. it is expected. thst tho deeision in 
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~b.is suit. Which is beforo t~e Fec.or~l Court, will d.etormine the 

A stipu~t~on Cas been G~tered,1nto. under 7~ich the' oO:de 

rtJay b~ iseuee .. without cozm:1-:ting eitber tile Sproc::Cel& or the 

• SO'lltbcrn Ps.ci~ie to tile ownership o'! tho roac.. 

Applicant pJJlns to or.ganize- s. separate cO,:'!'orc:tion und.or 

tbe lews ot ~ex1co to hold tbat ~~ ~ its propert7 Which is and 

<;;ill be loc~tedi:::L :rt'..ox1eo. WOAieh "Nill consizt ot 44.29 mile: o'! 

~or~io~ of its ro~d 3lrc~d7 eODZtructe~ in,ueXico is $Z~1~~104.60. 

w:d tba.t it would. require to complete tbe' 11:o.e in UeXicQ $l~l.39 ."* . .57 

or a tota.l ,of $3."58,549.17' 'for the ~oxieen :p:'opert.1es. 

corporation to a.pplieant. 

stoc~ Vlitb tile t:ustee r:..=ed: i:=. tho truet deeQ. .. to "00 he,ld as 
\ 

. \ 

seeuri~7 ~the bon~ 

. . '~e pOrlion o;t the ro:!.d in t:ox1eo is boing built ~e.er s. 

99" year concczs1on held in the ll8.:CO' of John :0. S:prec~els. 

There is a. wide 3pre~d d~d on the ~art of the citizens . , 

o'! San :Diego and Impcris..l 'Valley that this roa.d 'be 'built.. Seldom 

00.::: this C.omJ:liesion been urged from· 30 rtJJm,!!d.ii'~erc:J:t· C!:c.arte:-e to 
grsnt an application. 

:.?ert~C1:.le.r17 0:0 the po.rt· 0'£ the citizens o'! San !ii-cgo it 

lUlS been believed for ycs.rs that the building of this roa~, ~u.~1s~~ 

:tng as it will. an outlet to the .Btl-at trom S~_::. 1iiogo-. will greatl,-
enhance th~ pro,3perity O'! tbat com:m:z.n:!:ty. It is now n~cessar.1 to 
reach the ~st by rail, to travel first to Los ;~gele$. 

Zho people of San ~ieso hAve long felt tbat by reason ot 

the locstion of their City upon a.n excellent narbor. 6.:!d 'betcs:tl&& of 

tne proximit~ oi' the rieh and rapidly grOwing :mper1al 7Alle7~ direct 
. rail eOmlcct:ton to th~ oastcr:l. ;cart o~ this countl7' is ess.cntio.l to . 



We co~cur in ~he vi~ ~hat this co~munit1 is ot su~!ic1&n~ 

com~rcis.l tLnd. tra.f!ic ,importanee to W8.l"l"a.nt the c¢:ostruction of 8. 

railro~d ce is now proposed. 

of the t:rai'f1e which would. 'be of!ered. this road. ::lot only !rom end 

to Se,n J>icgo snd'Imporial Va.lll.''' 1'01.%:.1;8 'but from a.nd 'to l:po1n'ts into%'-

modi ate. 

These eetims:tcs, if correct, wo':%ld reeult ill 3uch huge 
" " es:rninge for th1z road thnt we hesitate to accept them ~s conoerva-

tive. 

str'llction of t)., re.ill'oa.d is only S:l. cztiI!l:l.te anG. must receive con-

sidcratiO::l a2 such. 

, . 

When traverse-dby a railroad, that we think it unwise !or ~sto 

speculate- in an attempt to fix a. probable amo1lllt 0'2 tre.ffic vJb1ch 

Will be furnished. 

We believe that in this e~plication we mus~ confine our-
I 

selves to e. conclusion v.-hethor, conaid~ring the vc.lue of tbe propcrtj". 

,the 12 suance of securiti&$ tlskc<t !or is :prol'cr. and. 1:: not., v/hat is 

the pro~cr IlmOullt of seeur1tics to be issued, and noxt.,. is the- rOSod 

onc ~or Which tnere is a re~l ~eedp and ~hlch has 4 ~ro~nbl~ c~snce 

jte have shown sbovc that t~orc ie real need. o~ this !"oad,. 

'but '"DfJ 6.0 not :Cocl warranted e.t t1:ie 1::::,100 in :,pcrmi tting the isstz.a:nC-e· 

of all of the "oollds 3.skco. ,for. 

comcWhnt l&53 amount oi bonds 1s:~ed ~nd additional :onc7 invested 

by wa~ o! purchase of stock the csp1ta11zati~ o~ the ro~d would. ~o 

upon a moro reaeo~aolc basis. 

to be worth at leo.st $6,.500' .OOO~. deducting $21 ,,000,.000' o'! indebtedzles.a . . 
leaves l'rop.c-rt~ of the value o:r$Z,. SOO ,.000, 7fAich will 'be under ".;ho 

lien of tac bonds. 

~cre~ore,. if there be issued. $3 ~OOO,OOO o:! stock t~t 'Par 

the p:roeoeds :::rom which arc ~o "oe used to paj" ofi'the :tloa.t1%:\g in-
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of bonds 
de'bteOlo$$' of ~ tOOO ,000 and. $10,.000 "OOq/'be iszuod c.ncl sold a.t ;eot 

less tha.:c- SO per Ctnl~ of f8.ce" we will he...,e :proporty Which will b.s.ve 

cost $~ .,000 "000,, and ':l:P0l! Whioh fJ:.?pliew:t !'laces 8 va-luG' o-! £l:'; loaet 

$14 t 500,.000. as $ee~rity for th~ ~~ymont ot bonds o~ the t~ec v~lue 
' .. 

of $10.,000 ,,000.·.. ~iZ,. 110 t::ai:oi: t is ~ basis ':l:pon '7t'.o.iO'A tll'pl1cant 

could. anc. ::::hould. :fina,nee tbe builo.i:ce· o~ this roa~. 

7:0 arc convin~d tns.t tho Uessrs. Spreckels Ca.vo mo.d:¢ th:1s 

ap:plico:~i on wi -:h no purpose- of indulging in :!lig::a fino.nce" but tU:.t 

'they have 'boen a.etuated by a. desire to il3:V:~ til1!:: ros.6: built.;. E:0V1-

over, tho evils o~ ovor-eo.pits.liza.tion" r)lJ,rti~l.e.rly th~ over iS2UO 

0-£ ·condos,. hQ.vc proven 80 severe in the past" tM-t the- ,001'10. hs.ve 

d.clegatcQ. to this Commission a:c.thority to s1ll'crvi::e tb.e c:lpltctl.1m-

tion of )'>u"oliO' util1t1.ee. 

power in the Commission Wa2 to prevent tbe ov11 O'ondi~ions of~he 
/ 

P:lst,. Q.:o.d for uc now -:0 permit tJlo issuance o~ t! great.er amott.n't o~ 

bondS ";han we bcliovc should be iszucd, 13 tor "this Commiscion to 

n'Ull1 f :r the -nishee of the- poople s.nd to e.isregerd the o:.:pcne:oees 
of the :p~. 

o! stocks an~ bonds, we do to ~ith the belief that ~~on this beais 

this road Csn '00 f1~ced. 

;.sis C'Ustoma~ ~ -r;e are'~trtJ:.orizillg the ,~eution o~ e. . 
'. 

t'ruS.'t d~edpr·o'V1e.ing for.. ~'l5,000 ~OOO 9-t bondc ~ W!:.eretlS we ere only 

~t t:!:is time (A;utborizi:l.g the lss-:::.anee of $10,000,000 ~ bonds. 

~o (;S ,000 ,000 o:t 'bonds not. o.t· this. ti:nc s.uthorized: by the C.ommission 

will, Of cQ'a'se. !"eI:ltlin in tho treazu.ry of tile coml'$llY to bo use-d 
, 

for c:tJ.Y proper :!ut'ttre needs and. earmot be issue d without the. :f'urt1:!&r 

~o reeomm~nd tcereforo ~het ap'plie~t be Q.ut~orized to 
, . 

issue $.'10 ,QQO .,000 face vs.luEt of its bonds. to be sold at not loss 

than SO per cent of :taee value 9 and. that it 'be authorizod to 'COX't-

gage Or oncumber '1ts proporty f.ox- the pu..."1'Jose of seC1lring e.n issue 

of .$15,.000,000 of "bonds" providee., tilS.t "odore 132uing a:n.y of s'llch 



evld&nco t~~t it r~s sola at par $3.000,000 par v~luc of its co~on 
c::s:pit,o.l stoe~, this ordor to a.uthorize such issuo of: stoc~., the 

proceodSot' the zs.le- 01: said s~oc:;c to be ue~d to '!)3."j o!~ t~o l're-sollt 

indeotcdnees of applicant, and pro"'id~~ also. i~ ap:91i¢.eJlt :proposes 

to "o'Q::tld th1e road, or any c onsid.erable part ther~o!. by contreet 

rat,her teen on force a.ccount. that an;" e~ch contract 'be 3ubmit't',~d. 

to this Commission tor itsapl'rovsJ. be:r'~re itc execution. 

rre ~b~1~ ncrewit'n. the following torm ot order: 

O?.DE~ ... -.-. --" - -
Applica~ion having been made by ~ ~iego and Arizona 

Railway C0tlPsny :i:or a.n oreler authorizing tho issuallce o~ $15,000,000 

of bond.s, al:.d a:ntl:.oriz1ng,tho execution "by it o'! a. t'lortgege or trust 

doe~ to 3ecu:e the payment ot s~ia bondS, end a public be~ring having 
I 

been held, $ond it apPcS:I'ing to the Cocission that the Pur:P¢sos iiO%' 

Which the prooooe.s o-r tho sEIJ.~ of said bonda ane. the. stoele :Cere'in 

authorized. to be issued are to'be use~ arc no~ in Whole or in part 

l"oeson:;J."o17 ohargeable to o!)cratiDg expenses or to inco::r.c, e.ndtbat 

za.id. B:?plic8.'tion shOttld "00 granted in l'nrt DJld. ".l!lder certain. con-

ditions,. 

IT' IS c..c;.t'~"'8y O~ ".;i!st tne ?.ailroad CommiSSion ot tile 

Sttlteo£ Co.11torni:l does here·oj" 3.uthorize the :1ssu~ 'bY' San ~iego a.nd 

Arizona Railwaj Compa:lY of $10.000,000 !e.ce value 0'£ its general 

tire~ lien 5 POl' ee:ot sinking tUl?-d 40 :;~e.r gold, 'bond.s,. under s. 

pro:po$,~o. deed of t:rust to Union ~rust C<:rt:tpfJ:lS oZ San ~raxle1seo. 
",I"·· 

vfnich :provio.c$ for the issuance 0:[ $;.5,.000,000 of "oond.e, eo copy 
,.' 

of Which is annexod to tho c~plica.tion hcre~n. and app~1e~t is 

bere-by- turther lluthorizod: to exec-::te- ss-id trust deed" and appllcant 
, r 

stoci:. 

said bon~ tlnd said ztoek ~o be i~zued under the ~ollowine 

l. no 'bon6.s here-in ::.uthorized zhall be sole:. to 'net 9.p- ' 
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plieant no~ los~ ~h~n 80 por cent o~ ~heir f~co veluo and ~ccru~d 

int"rcs~ st the ~te of t'hcir d.elivery to the pureMee.rs. 

2. ~one of the·~bove bonds shall be issued un~1l s~-

plicant $b~~l have obt~ince the approval of the Commission of' a 

~lan fOr the e32e ~t par of $Z~poo.ooo of its capital 3toC~. 

z. 30foro. Son::;- 0:: ~he: bonds or stocks he~oin authorized. 

S!lo.ll 'be i$8'C.e~ tb.ero sb.s.:tl be sub::nit-:eo. for tile al'prova.l o=!:' t:ho 
.~ 

Co~szion a complote plan ~or the ol"g8nizat1o: o~ tae MOxic~ 

cOrpOration ~1h1ch is :0 hold th~t p~~ of spp11cant r s railroad pro­

~ect 7lhich 'is and '1lill. 00 "ouilt in :r.:oxieo~ 8.:lci. the pJ.a.cing of tile 

~2$cta o~ s~id cor,orstion unCer:the lien o! tbe 'bonds. her~in 

s.uthorizod.. 

4. :Before exC'cut:t:!g any contl":l.ct for the construction 

0'£ this roo-e.. or Cony pllX"'t 'theroot'. CC.llillg tor en e'xpend.it"llro o! 

$10.000 or moro, a~~!ioant shall ~irg~ obtain the a~proval~ o~ t~ic 

Comise1on t~eret? 

~o pU:j? ose3 :tor which the 'bonds o.nd the st'oc~ herein 

authorized to be issued ere to be used. are ae foll~/e: 

~Ae' p~7.Cent of 'the 1nde'bte~n&3$ of e~plicant rep~esented 

by :9Tom1ssory nOo/lios in the aggregate su:: of $Z .007 .908.55,. said 

notos being ~esc:1bed in ~nibit ~w o~ tile with the ap~lieat1on . 
I 

'herein .. 
~o build and COl:lSt::'tlct the roil~oad and e.pptl.;:te:c.ances 

California. I.:cxico .:tnto the· Imperic.l Va.lley to s.eol~. sll :is 1:lore 

psrtic'Cls.rly d.escribed 1:1 the mIlS 011 tile h,e·rein and the inVO'Zltory 

acco~ts zhoWingthe roc~ipt and a,p11oation in detail of. tho ~:ro­

coeds of the sale o! the'bonds and stock hereby authorizod to be 
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ieeucd a.::J.d. on or bei'ore tho 25th db:y of esch mon-:h tho com:po,ny 

sh~11 make ~ v~rifiee report to the Co~ie310~ in eccordanec with 

tho Commission's General Order Xo. 2~,. s"tsti:ae the sc.1e or o.1e-
-

position of such bOl:ds and. etock during.·the preceding month, the 

tCr.IlC and condit:;:.one of $'l:ch sale. or otner dis::?os1ti'On. tJle ll't'1lZlberz 
JIll. I. ':' .,' 

o'!' the oond& disposed. Of. tho mo.noyz reaJ.izod ~rom "lihe G.iepoze.1 o! 

said stocks ~lld 'bonds. and 'tee uso and a.pplicatio:l 0-: such moneys. 

ZhD.ll 3:pply only ~o ~O:ld.$ and. stock issued. by said. compa.ny on or . 

before the 1st day of :?ebrus.l7, 1.915. 

This order shsll not "0o, &tfectiv~ ~~il a~plicsnt 
sba.ll ba:ve :tiret ps,id the t'ea' p:-eser1bed 'by Se.etion 57 of the 

?ub11e Utilities Act. 

Zhe ::orego1Il.g opin1.0:c. 3.:lc, ordor arf) 7c.e:-eby a.pproved and 

o:-dereo: t~led as the op1:o.10n s.:lO: order of the Rsi1:-otld Commission 

of the State o~ Calitorn1e. 

:Dated at san ]":-s.nciseo, Cali:f:o:rni::.. this 
of F'obl"'Jary, 2914., 

.~'~ .. ~ .. :. " ... ,~ " ~, " '., '" ....... ~# _.. · ... c.· .• "",. . 
• .' ,'_ '" I .. ", • _ 

.~.~~ 


