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ZER0ZE THD ?;.ZI.ROA.'_'} COITTEl

-

In tho matter of the applicstion of

Son Diego snd Arizons Railway Compony, ) ,

a corporation, for on o:r:c:e cuthorizing Lprlication No. 808.
The Iiszue of bonds. o

Zorry L. Titus, R. CG. Dilworth and T. I. Brobecr
o foxr spplicant.

_MGE?.E‘OK srd LOVEIAND, Cormisczioners..

This is an & 1ca.ion -4 San Diego and Arizone ..aﬁway
'-Gompany "or an order guthorizing the is'*ue of $‘.I.5 000, OOO .hace
value of bondu, and for an orfer suthorizing said coxmany 4“0 exe-
. eute a nmortgage or truct doed upon all of 4its proporty to ‘.-,ocuro
“he 'oa.ymcn.. of said bonas. | - |

| 'I:he purvoses for waich the dord ®onoy .z.s nroz:osod “o vo-
. used are to pay off and o‘:‘ scharge indedtednoss smounting to
£3,007, 908 55, and witk the remainder Lo finieh Yhe constmc {on
o‘:t‘ ite railroad.

A'oplican’c wae fncorporated on June 14, 1906 'Sy .’Iohn Te

..,;prccaels and A- 3. .mreckeza for the purpose of building & szan-
dard gauge steem railroad from Sen Diego eastward, psscing whrougn
“he nortaern pazt of Lower Californis, Kexico, ond extending es 31:~ ‘

ward 40 Yuwe, Arizone, & distamce of 200 miles. Later the plans

were cha.nged nmoxing ..»ec‘.r.oy, Imperial County, the oaztorn ucrmd;nus.“

Me 1ize as now projected will oxtend Irom Saxn Diego 'to
Seeley, Imperiol Cornty, where it will commeet wi:.:h the Southorn
Pacific branck lime from 21 Centro. The lengt'a of %his railway""'f
711 e 189.30 mile..,. Of +his 44...9 milc.,fw*ll b0 located i

Iower. Californie, Loxico axd 95.10 zilcs v**ll o ..oca.toa iz
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Californis.
Rortions of thiz line hove been comploted, as Tollows:

Trom Sam Diego %o Mia Jusna, on the ‘
Uezicar 0OTEOT, cocecvncscvesaavaccncensas 15 miles

l’l‘O‘m se&lcy '4'.'@3'3, P s v esvsas s ashbErasbesarsans 3-..9 b
Totel constructed in Californis, cieecevceveass 25 7

Construeted in Loxico from Tia Juane :
oagtward, approxinately, ccceccccccccccoas

Total constructed, approxizately cieececncaca.
St41Y to de constructed, apvroximately sveeees
To Do constructed in JoXICO connccvonsscocnasne

0 e constructed in Celifornia -sveseeeceseas 70

. The portion of the road elready built Is of standard

gouge and of first class construction. The g:adéé-have.bcen
gxiliully conceived, and the engincering has deen of a high
type- The meteriels used Tave boen ol goq& guelity and‘no
whore ié thore ony ovidence oL skizping‘in‘thc construction.

In brief,‘the type 02 rocd Veing vuilt is, iz ou;:judgment, of
the 5est; and it i3 provosed to use thic same type of coastruc~
tion in building the remaindor o the railroad. . -

There s submitted an esiimate of Yhe cost of the roil-
rosd Iin the sum of §13,846,956.37.  The company a8ds for hond
interest during comctruction $867,000, making the total $14,71%,956.37.
The cngineers;of the company testified That by substitutiﬁg lighter
rofils on £1d6 tracks and oy using less jardsge for the prcsenf,
and by meixirg othker chenges, vhis eztimate could be reduced ap-~
proximately $1,000,000, leaving o balazco, &8 the réviﬁed estimete
o $13,713,556.37. |

This Zncludes block zigrals and everytning necessary.
to complete the lime, but mekes 2o provision‘for.equipmenx. Tho
repregentatives of the companyfstated that the road would de
operated elther by lease o aﬁother éompany. or equinment wonrld

ve purchased through the eguipment trust certificate plan.
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The compony has an authorized stock issue of 60,000 shares
of the par valuwe of 2100 por sﬁhré, or a total of 6,000,000 par
value. It khas issued 20,000 shares of a total par value of
$2,000,000, ond tas received therefor #2,000,000. It has aleo
borrowel approximately £3,000,000, as get forth im Exhidit "DV
attached to the applicetion. This indebicdmess i3 reprosented
¢chiefly by notes payable %o the Boxrxk oI Commerce and Trﬁst Company
of Sar Diego, Union‘rrust Compaxy of San Erancisco. and the Wells
Forgo Kevada National Zank of Saz Francisco.

The $2,000,000 realizod Lrom stock ané $3,000,000 borrowod
hos veen investod in the coxzstruetion ¢f the road. Wb”tﬁereforc,
nave whe follo%ing cozlition:

| Ztimated COBE OF TOGE eeveensennnnnnnanens $15,715,056.27
Xoney already I27CECE vanscronnsnmnenonns 5,000,000.00

Luthority iz now asked Yo izsue 515,000,000 of gonersl
1dien 5 pof cent 4C year gold donds, ander a pr9posed’deed o<
4o Tnion Trust Compeny of San Francisco and to 801l theze
bozde ot not lose then 80 per cemt of fece valme. IZ 201& st €0
the net‘proceeas would be.$;2,0005000, and witz this thc ¢ompanf
propoges to pay off the Lloetirg indebtedness of §3,000,000, ané to
use the romaining‘éQ,ooo,Ooo to ccmple:e the road. | |

The ownerchiy of thit railroad is ir doubt. o. D- and

A. B. Sprockels assexrt that although the Stock stands in their nawes,

sne §2,000,000 with which 4t was purchosed wes supplied by the
Southern Pacific Company upon the understanding thet the Sonthé?n
Pacific‘CGmpany would lator take over thro rozd. The Southern
Pecific Compony clefms thet it had the privilege of selling this
gtoek to 7. D. and A. 2. S?reckelsi It appearsuthat the:BOufhern‘-
2aciflic tondered the1stock‘to Lescrz. Spreckels aré thejﬂ:eiusea to
take it. VSuit was thereupog'bzought by the Southern Pacilic t0 re~
cover the noney ﬁherctofbrela&vanced by-if, which suit iz boing con~
tested by the Spreckels, and:it’is oxpocted that tho d#cisidn in
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vhis euit, whick 1s before the Feloral Court, will &etormine %he
guesvion of ownerszhin.
A stipuletion kas been enterod into, under which the bonds
way be icsued, without cdmmitting either fhc Sprecxels of The
- Southern Pacilic to the ownorship of the road.
‘ Appiicant plane to organize a seperste corporetion under
the lews of Mexfico to kolé +that zart of its property which s and
will be located iz Mexico, waich will consist 0f 44.29 miles ot
réad with appu::onances. The compeny’s estimate of the coet of this
poxrilozn of its road alrecdy construeted irn lexico £s $2,319,104;5Q,
and that 1% would require Yo complete the line in Nexfco $1,139,444.57
OT & total of $3,458,549.17 for thévbeican propertieé; ,
o Iv 4= prpposéd ‘o zave %the beicaﬁ coxporetion také dver
©s portion of the property and 4o issue *he stock o2 the Lexican

corporation Vo epplicant. Dherewpon applicant will pl&éc.this

stock witk the t:usteq\named'in the trust deed, to bo held as

' o
gecurity for the bqn&s:>

The portiom of the road im Lexico is boing built mader a
99 year concezsion Lolé in the name of Johr D. Sprecrels. _

Trere 15 o wide spread demapd on the rart of the citizens
of Son Diego and Imperial Valley that his road be built. Seldom
has this Commission dbeen urged ffom.so many‘difieront guarters 4o
grant an'applicafion.

| Perticularly om the part of the citizens of Saz Diego it
has been bhelieved for yeaxé that the building of this road,‘furnish-'-
ing as 1t will, an outlet %o “he Zact {rom Sox Diego, will gxeatly
cnhance the proaperity-qf that‘community. Zt iz nOW*nccessarj to
reach the Zast by rhil, to travel firs® to‘Los fngeles.

The people of San Slego have long felt that by reaéon oL
“he location of their ¢ity uﬁon an exceilent narbor, axzk because of
the proximity of the rich and rapidly growiﬁg'zmperigl Talley, direct
rail coxxection to the cssteran pa:f of this counzry is essentiol to

Their full ecomomic developmont.




We coxeur iz the view that this community iz of sufficient
comuexrcial and frafficlihportanca‘to warrant the construction of a
rallroad ce is now proposel.

| Thcrefﬁas iﬁtro&uced in evidonce at the hea&igg estinates
of the traffic wﬁich would be offered this road, not only”from and
to Sen bdogo and‘Imporiél Telley voirts dut from and ©o 'points inter-

moediate.

.

"heso ectimates, If correct, woxld reswlt in cuch huge
earninge for ii ‘road thot we hesitate Yo accept them o2& conserve-
tive. Of course, sn cstimpte of this kind made prior to thé con~
gtruction of & railroad is only an estinmute and must ;ecoive con~-
sideravion az such. In thiz caze it is 20 difficnl*f*O'&eéermine
in alvezuce what the reuu;uiﬁg-&eVAIOPment of the count ry will e
when traversed by a railroad, that we think it wawise for us to
speculate in an attemnt to fix a prdb#ble smoun?t oL tr&fficvwhich
%41l be furnished. | |

Ye bolieve that in this epplication we mus% confine our=-
sélves to o concliusion whether, coneidering the volue of the n*oper 7,

issunance of securities asked for is proper, and. if not, vhat is
promer emount of securitics 1o be fssued, and next, is the road
Zor which there is a real zeed, and wnich hes a prodadble caasnce
success. |

We haove shown &bove That tbérc 4e real need of tHis road,
bt we 4o 1ot fecl warranted ot this ime im permitting the icsuance
0L 21l o2 the vonds asked for. To &6 feel, however, That with o
comewhoat less amownt o bonds dscued arnd 2dditional zoney invested
oy way of purchase of stock the capitalizatiorn o the road wonld o
TPoOn & more reacoxanle basis. Applicant'has estinmgtod 1ts property
‘o be worth a% least $6,500,000, aeductiﬁg £3 ,000,000 of indebtedness
leaves property of the value of $3,500,000, #aickh will de under %he

1ien of the Honds.

Therefore, i there de issued $5,000,000 of stock 4t per

the proceeds Zfrom which are %o de used to Pay off’thc £10atim° b5




. , of bonds
devtedness of £3,000,000 and $20,000,00¢/ b0 igsued ond sold at rot

le & than 80 per cemt of face, we will heve proporiy Which will asave
cost 512,000,000, and wpor which anplicant placés & value of at loast
$14,soo,ooo,~§s security for the payment 02 bonds of the fuce value

of $10,000,006;3».2h13, we taink, IS 2 bH&sis apon which applicant

could and should finsnce the vuildaing of this road.

" To are convineed taat tho Lessrs. Spreciels ave made this
applicﬁ&ion with no purpose oI indulging in high finance, vut thet
they,haﬁelbcen.actuate& by 2 desire to nave tnis réad built. EHow-
over, the .'ewils oX over-capitaiization, particularly the over izsuo
of bonds, have proven So severe in the past, fhat the pooplo have
belegated to this CQmmission authority Yo suwpervise the copiteliza~
tion of pubvlic utilities. - Clearly, vhe purpose of vesting this
rower In the Commission was tolprevant the evil conditions of‘fhc
past, ond for us now o permit the Lssuance of 2 grcazer‘amoﬂnt oL
bonds than we believe shoﬁld be issved, 13 for this Commissicn to
mullily the wishez of the poople and to ldisregerd the éxperiéncés
of the past. In recommending, as wo reve, the sbove proposed issusnce
02 stocks azd bonds, we do go with the belief that mpon “his besie
this rosd csn bo fizanced. |

As L= dﬁstdm;;y; He are'égthorizﬂng the_cxécution'oz &
trust deed providing for. .‘;15,000;900 of bonds, wWhereas we are only
2t tris time suthorizing the fsocmance of 510,000,000 of bonds.
he £5,000,000 of bonds not ot this time zuthorized by the commission-‘
wiil,:of cotrse, remain in The treasury of the company to bo nsed
for ony proper future needs and caﬁngt ve izsued witﬁout~the.furthér
authorizaxion of trhis Commission.

%e recommend therefore thet applicant be authorized to

\ -

issue §10,000,000 Zace value of 1%s bozds, to be 20ld &t not loss
than 80 per cent of face value, and that it be authorsized to mort—
gage or oncumber ‘its property for the purpose of securing «u issue

of $15,000,000 of bonds, provided, that bvefore iseuing any of such

bonds applicant shall have furnished 40. 4his Commdssion satisfactory
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evidence trat it has so0ld gt par $3,000,000 war value of itz common
capital stock, thiz order 4o authorize such issme of shock, the
proceeds 0 the zsle of sglid svock to be uecld to pay off’thé present
indebtqdnéss of applicant, and provided also, if applicant proposes
td ouild thizs road, or any considersble part thereof, by contract‘
rather tran on Zorce account; that any suck comtract de subnmitted
t0 this‘commission Zor {te apyroval before its execution.

Te eubmit herewith Yhe following form of order:

ORDER

Lpplicesion heving been made by Sen Diego and Arizone

ilway Company for sn order suthorizirg the izsuance of $15,000,000
of bonds, azd authofizinsnthe execution by it of a mortgege or trust
doed to secure the paymert of scid bonds, end & pudlic hearing having
boen held, amd it aﬁ;eqring Lo the Commizsioz that the pEIpPOSes Zox
Thick the prococds of tho sale of said bonds and the stock hewedz
euthorized 4o be 2ssued are Lo be used arc not in whole or im part
reasonably chargealble Vo onerating o#penz g 0r ©o incoze, &nd that
Said application shounld beo 5rdnted in poxt and under certain con-
ditioms,

I? IS EERERY CRIZEED teet the Railroad Compission oX <he
state of Califoénia does hereovy authorize the issue by San Diegod zrd
Arizona Reilwey Company of 510,000,000 face value of its genexrsl |
Liret lien 5 por cent sﬁnking ftpa 40 gear gold vonds, under a
proposed deed of trust %o Uaniom Mrust Company of San Fraﬁéisqo,
Waich provides for +the fgéuance of 315,000,000 of bonde, o copy

of wrich 1z anmexed to tre cpplicetion herein, and applicant is
hereby £u§the: authorized 40 execute said trust doed, and applicant
is fartﬁor authorized to issue 32,000,000 par value of its,cqpit&l

YO0k

Said bords and saild stock 40 be iszmed under the Lollowing

conddvions, and not otherwise:

1. Tre bonds hereir cuthorized shall be £old to net ap~.




plicant not less +than €0 mer cemt of their faco valuo and sccerued

interest at the date 0f their delivery to the purchasers.

2. Hone of the 2bove ponds shall be izsued waltil ap-
vlicant shalil have obtained the approval of vhe Commission of a

plan £or the zale at par of 32,000,000 of its capital stocx.

3. BOfore,&n# oL <he bonds or stocks heroin sutkhorized
shall be issuel thero shall be submitted Lor the aprroval oL the
Commission a complote planvfor tre orgunization of';he Lexican
corporation Whick iz to hold that part of applicant’s railroad DL O~
iect whick 1s amd will ve Tuilt inm Mexico, and the placing of the
aszets of said corporation under.the lien oL the bonds herein

authorizeod.

4. ~Before exeouting any combract Zor the comstructicn
of thiz road, or any ypart thereof, colling for an expenditure ol
£10,000 or more, appiicant shall “irst obtain the approval of thic

Commiszion therets.

The purposes Lor waich the bonds and the §focz herein
authorized to be izsued 2re to be used, are 28 followe:

Tre poyment of the indedtelness of applicant represented
by vromissory notes iz the sgzregate sum of $3,007,908.55, said
notes being descrided in Zxaibit "DT oz 24le with tke aﬁplication
herein. / |

To buildvand construct the roilroad and ezpurterances
Lrom the City oL San Diego through the~no:thorly portio: ol de&r
California.'mbxico,'into thefImperial_Va1ley to Seoley, all ac more
particnlarly desceribed ia the maps on Zile herein ond the invéﬁtdry

atteched Vo the application terein.

Said company shall Xkeep separate, true and accurate

eccounts showing the roceipt snd application in detail of the pro-

ceeds of the salc of the-bonds and stock heredy authorized Lo de
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iesucd and on or before the 25ta Gay of each month the company
Shall wake & veriziedl report Yo the Commies<on in cecordance with
Tho Commizzion’s General Order'xo. 24, stating the sele or Gie- |
position of such bords and svock during the preceling monxh,-thc
terme and‘conditione o Zuch sa%? ¢xr other disposition, the numbers
the oonds disposed o*: “he monoy" *calizod Zrom the &igposel of
saléd suocks and bonds, and the uao and gpplication of zuch nmoneys.
The auﬁhority‘hereby given vo issue such bonds and stock
thall apply only Vo voznds anéd stock issued dy said company on or .
belore the lst day of Tedbruary, 1915.
Thiz order chall not be effoctive until applicant
shall have first vaid *he Zee p*e°crfbed by Section 57 of “he

"

2ubliec Ttilie ies ACt.

The £b*egoing opinior ané order are rereby approved and
ordered Ziled a2 the opinion sad order of the Railrosd Commigsion
of the State of California.

Dated st 3an Francisco, Californiz,

of'beruary,-1914.«

' Pa‘ L 'vJaF‘ .,‘.,‘ I v uu[l tha
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Commis oner*




