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It: the :::latter of the applic;s:tion of l 
SAN DI:sGO ELECTRIC RJJ.LWAY COM?.AJ.1Y 
for an or~er autnorizing the execu-
tion of a deed of trust or mortg~ge ) 
and the issue of bonds of the face ) 
~alue of $4.748,000.00. ) 

Application No. 1206. 

Harry L. Titus and Read G. Dilworth 
for a.:ppli cants. 

OPINION. -- ........ ----

This is zn application for authority to execute a new 

deed of trust or mortgage and to issue bonds of the face· ~aJ.ue of' 

$4,748,000.00 a.nd to use the proceeds for the purposes hereinafter 

specified. A public hearing was held in San Diego on September 

29, 1914. 
San Diego Electric Ra.i1way COIC.:psny was incorporated on 

Noverioer 30, 1891, under the laws of Cal.ifornia, with an authori-

zed ca.pital. stock of $250,000.00. The amount of ca.pi tal sta ok so 

a.uthorized was increased oy amendment to the aiticles of incorpora-

tion, on FebruarJ 11. 1908, to 50,000 shaf'es of the total par vaJ.lle 

of $,,000,000.00. Of the stoCk so authorized, 600 shares of the 

total. par va.J.u.e of $600,000.00 have "been issued as f'tll~Y paid and 
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J

OOO shares of the total. :par value of $4,400;,000.00 were issued 

for a. stock dividend of $650~OOO.00, thus lea.ving.the emountof 

$3~7'O)OOO.OO still unpaid by the present owners of the stock. 

All the ato ok ex.cept a few shares held "oy directors is owned "by 

J. D. Spreckels and Brothers CO~?any. 
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Dividends on the capital stock have been paid as follows: 

Per cent on 
Amount of C8.12i tal 

Date Di videndv 

Stock E;::'·id in -
Sept. 11, 1908 $ 65'0~00o.OO -- Capital Stock 

4% Dec .. 15', 1909 ,0,000.00 Cash 
Dec. 30, 1910 50,000.00 4% IT 

Dec .. 29, 1911 75') 000. 00 6% IT 

6% II Dec. 30 ) 1912 75,000.00 
Dec. 30~ 1913 100 1 °00.00 8% II 

$1,000,000.00 

Appli c2.nt has an a.uthorized bond isslle of $5,000, 000.00, 

5' per cent bonde, dated December 10, 1908 a~d maturing on Janu$xy 

2, 1934. Of the bonds so authorize<i,$2,000,000.00 have been 

issued, of' which amount $375,000.00 have been retired, leaving 

$1,62,,000.00 outsta.nding. 

Applicant's other indebtedness as of April 30, 1914, was 

as follows: 

Notes payable • • • .. .. • • • • • .. • .. .. • • .$ 574~406. 75 
(Six months' note given to ~ .. D. and 
A.E. Spreckels Securities Co. on 
March 31, 1914.) . 

Accounts Payable .. .. • • .. .. . .. .. . . .. . ,. .. 
Accrued Liabilities not due, 

Fre.nchise tax, City of San Diego $ ,,878.,2 
tt "County n.. IT 38.09 

::Sond. Interest 2'1. 083.32 
Total .. . . . - . 

Total .. • ... . .. .. . . . . . . . . 
Less Current Assets (June 30, 19l3.) ....... 

Net Indebtedness 

32 .999,93 

$771,.770.04 . . , 

.. 132.342. 69 

$636,427-35 

Applicant's property consists of a system of electric 

street railroad running on and along certain streets' and rights 

of Vi~ in the city of San Diego and the i:a::mediate adj oining, 

territory, the city of East San Diego and the city of Coronado. 

It O'WllS, according to the petition herein trackage as £'oll.ows: 

2 lQ~ ,....;,-"""""' ....... 



Singl.e track .. .. .. • .. .. .. .. 
Second track .......... . 
Sidings sn& turnouts .. • .. .. 

Tote:L 

Applicant now a.sks a.uthority to execute anew deed of 

trust or mortgage to Union 'rrust Company of San ~rancisco a,s 

security for an issue of $10)000,000.00 face value, of genercU 

first lien five per cent forty yea.r sillking fund gold bonde in 

substantially the form attached to the petition herein and 

marked Exhibi t D, and to issue bonds of said 9,uthorization of the 

face value of $4.748,000.00, at not less than 85 per cent of their. 

face value and to use the proceeds thereof for the following pur~ 

poses: 

(a.) To redee::!l. the present outstanding bonds 
of the face value of $1,625,000.00, 
bonds of the face value of .. .. . .. • $ 1,911,764.00 

(b) To liquida.te and refund note for 
$574 ,406.73. bonds of the face value of 675,772.00 

( c) 

( d) 

To return to income the sum of 
$302,438 .. 26. snent in "betterments, 
improvements and extensions properly 
chargeable to ca.pi ta~ account, bonds of 
the fs,ce value of .. .. .. .. • .. .. .. .. .. .... 355.809.00 

To defray the expense of m~king necessary 
a.dditions and better.ments and of acquiring 
necessary 2.ddi tiona! property amounting t.o 
$1.532,957.00, bonds of the face vz.lue of lJ803.478~00 

Total .. .. ... $4,746,823.00 

Ap:pJ.ica.nt still has in its treasu.ry, unsold bonde of: the 

present issue of the face val.ne of $3,OOO,OOO.00~ but contends 

tbz.t this amount is insufficient to meet the expenditures now 

under way and conter:lplated for the near future. In this. con-

nection, a..nd as eX);llanation of the reason for executing a. trust 

deed to secure a. possible issue of $10,000,000.00 of bonds, app1i-

cant presented. a list of conter:lplated expenditures. which ~ist 

must "be taken a:s representing ra.ther purposes for which ::::J.9ney mq 



pose.ibly eventually be expended. than purposes for which applicant 

intends in the immediate future a.ctually to ma:ke expenditures .. 

It seecs clear, ~owever, that the present authorized issue of 

$,;) 000) 000.00 of bonds is not 1a,rge enough for any considerable 

period of time~ $.nd equ?~ly clear tha.t the bonds now oute:tanding 

and the trust deed securing the ssmesho'tll.d. be cancel.led. so a.s 

to make al.l the ~onds of the proposed new issue a firs,t. lien on 

the prope::,ty. At the same time, it seems moat unfortUnate if in 

order to clear a,way the outs t$llding bonds atloun ting to $1,6,25',000.00 

it is necessary to issue to the owners thereof bonds of the ne.w 

issue amounting to $1,911,764.00, an increa,se of $286,1764.00, , . 
face value of bonds, without a single dollar's additional value 

to the property, at least insofar as this transsctionis concerned.' , 

T~is means an additional interest Charge of $14,338~20 each year, 

&dded. to the existing interest charge, without the creation of 

a.ddi tional 'VaLue in the property .. 

owned by the Spreckels interests. 

The outstG'.ndingbonds .areall 

While ! can not well avoid 

reco::::::menc.ing . that 'thi;s portion of the application be granted, £0 

a.s to cleClX the way for the issue of the bon,ds necessa.ry for 

extensions and iIlllJrOVement.s, if the owners of the ,existing . bonds 

wil~ not paIt ~i th them on a.ny other cond.i tion, ! suggest to the 

,Spreckels interests that they give serious consideration. to the 

question whether tney can not see their way clear to exchanging 

their present bond.s for the new bonds, bond fo= bond, without 

asking for' the addit.ion~~ bonds hereinbefore referred to. In 

this ws:s ~ a consic.era"b1.e margin of bonding. capacity wou~d be saved 

for future extensions and improvements. 

Tb.e note for $574,406.73 is hela. by J' .. D .. and.A.E .. Spreckels 

Securities Company ana. represents moneys advanced by them for con-

struction properly chargeable to capital account. 
() 

The suo of $302~438 .. 26 represents moneys paid from income 
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during five ye.a.rs prior to April SOy 19~4, for items properly 

chargeable to ('!apital ao cou.n:t. 

~he details o:f the total of ~1,.532 ,.957.00 which applicant' 

des'ires to ez:pend. for constructio!l s.:nd permanent improvements' up 

to I>ece!noer Sly. 1914,. appear inEY..hibit "C-S'IT' attache·a: to the 

petition herein. The sUYfrIi"lary thereof is as follows: 

Gra a. ing 
3allas"t 
Track Construction 
Paving 
3ridges 
J)fstribution System,. 

Trolley Lines ancl 
Track Eonding 

J)istribution System 
Peeder Syste!:l 

:? ower Plant Eui4:.d1ng 
Cax Rouses 
stations 
Power ?la.nt Equipment 
Park ~Q Resort rroperty 
Cars 

$' 27,.053.00 
133,.01.5.00 
Z'08 ,48:9. 00 
2,5.~ ,2'54 .. 00' 
70~420.00 

36,.966.00: 

67,.197 .. 00 
125.000.00 

84,.135.00 
18~375~OO 
35,.000.00 

5,000..00: ' 
388 to,53.00. 

\?1,.5b2,957.~y 

It be'comes important to examine t-lle re·l8,tionshflJ be-

tween tile value of the property end the tot'al face va.lue 0'£ the-

bonds which woule. be outstand:t:og if the pres.ent a:pplic:ation 

were granted. 

Mr. E. J. EurllS .. applicant fS effiC'ie:ocy sttperintend:ent,~ 

testifiea. that the book cost of the opere:tive prope,rty ~ as of J'tUIe 
SO~1914 ~s ~4 ,..100:,.151.41 

, , 

~d t'he.t the totsl cost of both operati'7e ana 

non-operative property 0:0 the same' a.a.y .rae 4,.107.' ,.404.14 

T".c.e su.= o!' money still to be expended. on ca:pita~ 

account prior to J)ec .. 31 .. 191~, ollt of the pro.-

ceed.s of. the boncls which it is now desire:d to 

issue is. 1~094,461.55 

The total book. cost as of :Dec. 31,. 1914 ";';':0'OJ.c. 

accordingly 'be 5,.20:1,86.5.69 . 
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Mr .. A. Ervast, applicant's chief engin"eer, testified. to 
't' t' d t' least . <?.n es J.ma eo. repro uc J.on new and a deprecJ.ated reproduction cost, 

eu'bj ect to check) ~.r..d. possible future co,rrectione, a.s follows I 

as of ~une 30, 1914-

Estimated reproduction cost • 
Estimated depreciated reproduction 

value . . .. . . .. .. .. . . .. . 
$4,939,362.20 

4,83',780.3l 

Mr. Richard Sachse, the Railroed Commission's acting 

chief engineer) presented. a. report prepared by, the Commission' B 

engineering department, ehowing an estim~ted reproduction value 

new and deprecia.ted reproduction vaJ.ue S.s of ,June 30, 1914, as 

follows: 

Estimated reproduction cost of 
operative property .•••••• 

Estimated depreciated reproduction 
cost of operative property • • 

Add non-operative property' •••• 
Total ..••••• ~._ ••• 

Mr. Sa.chse estiI:2ated. that the 
total ~ount necessary to 
complete the work outlined in 
the petition herein is •••• 
thus giving Oll this 'basis ·a 
total value of the property when 
the proceeds of the bond money 
have been expended of ••••••• 

$4,731,408.97 

4,344,797.63 
l4~)907.00 

$4,494,704.63 

',' 

The amount of bonds 'V'ihich it is now intended. to issue, 

~eing $4)748~ooo.0~·~ over 84% of the entire value of the property 

on'the last basis here shown. App1i cant agreed at the hearing 

that the atlount now asked for should 'be reduced so as' not to exceed 

80% of the value of the property on the basis last indicated, or 

a total of $4,497,000.00. If it should hereafter appear, e.fter 

a more thorough investigation has been. :made into thevsJ.uations, 

thus presented, that the val.ue of the property is in excess of the 

basis last stated, a.pplicant :nay s.:pply for authority to issue addi-

tional. ~ond.s if it can shoVl' a. necessity for the issue there.?!. 
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The Railroad CO:::mlission will set e hea.ring on the question of 

the value of the property of a.pplicant, as provided in Section 47 

of the Puo1ic Utilities Act, and at the s~e time and place a 

. further hearing in the present :proceeding will be set,1:f< desired 

"by applicant. 

An investigation into the question of a.pplicant '3 ability 

to pay interest and sinking funds on the additional bonds now to 

be iss't.4ed reveals revenues and el.1?enses for the yeas ending 

1914 as follows; 

Total revenue $ lJ023,831~85 
Total operating expenses and 

depreCiation 729.326.24 

Net revenue 

Miscellaneous revenue 

Total net revenue 

Miscel1snsous reductions 

Taxe·s $ 61,808.28 
Amortization 
. of Pran-

Chises 2,089.02 
Interest on 

Bonds 83,125.00 
Miscella.neous 

Interest 17.849.12 

Net Income 

7 

$ .294,,05. 61 

334.67 

$ 294,840.28 

164,871.42 

$ 129,968~86 



~e net income fo!' the years lmmed.ia tely:precea.ing was 
a.s :toJ.J..ows: 

Year end.ing Jlme 30,.1~10 .... " ..... -- $~S2.,.967.2a 

TT 11 n 30 1911 150,536..16-t ........... 
" " l'T SO, l.9l.2 .....•••.• 208,338.44 

TT TT I'T 30, 1913 ........ " ... 191,043 .. 29: 

A material :9ort io:n of the constru.ction expenditures 

now being ineurred. by applicant will. produce sdcli.tiona1 revenue, 

espe cially in connection with the San :Die go ?a::1&::1.a-California. 

Exposition y which wIll be held in Sen TIiego in 1915. Ap~licant 

'tUlo..ertakes in its new trust indenture to pay into the sink:tDg 

funds.mounte in~reasing frc=:l $100,000.00 annuallyduring.the 

ye~s 1916 to 1920,inclusive~ to $350,000.00 annually during 

the years 1946 to 1955 inclusive. I believe that it is 

::."ez.sonebly safe to assume that the :property will be able to me:et 

these obligations, altho-::tg:h. i"t rosy be necesssry-at times to 

decrease or omit dividend.s on the stock. 

As the property is now to be hond..ed UJ? to nearly the 

usual r:largin of safety y applicwt will b·e obliged to ~onsia.er 

means to secure the :Eunci.s to take care of the dif:feren~e between 

the actual cost of the capital 6:z.pendit'JIes hereafter to b·e 

incUl':red ~d tile fac·e value of suci1 bonds as !:la.y reasonably 

issue against Si.2Ch e~endi till'es. 

Applicant s:ts:r:I asks tiJ.at it be autho.rized to sell its 

bonds at 85% of tAeir face value ~d states that the war in 

E"aope :hes interfered v.tith their sale at a better pric.e. Wb.ile: 

t~is minimU!l price Will 'oe autl:orize.d., applicant wil1.9 of c.ourse 7 

seek to secure as high a. price as possi ole for its: bonds. 

I find that the purposes for which it is proposed to 

isme the bontis here in a lXthorized a.re not in whole or in part. 

reasonably chargea.ble to ope:rs::ting expenses.or to income md 
recommeIld that t:h.e applicat ion be granted y subject to the 
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conditio!lS sI=ecified :in the order. 

I submi t herem til tb.e fo 110wing form of Ol::'der: 

ORnER. 
San Diego Electric Railway Company having applied 

to the Railroad Oommission for an order authorizing the execution 

of So deed of tr'OSt or mortgage to Union Trust Company o:t San 

Francisco to secure a possible maxir:ro.m issue of $lO,OOO,OOO~OO 

of five per cent fo Tty-year general first lien sinking :t'OILd 

gold. bonds, and for an order au.thorizing the issue of ssia. 
, , 

'bonds of tile face value of' $4,748,000.00, and a. :public hearing 

:having been held or. ssia. applica.tion and the Railroad Comm.:is:sion 

finding tb.s.t the pttrposes for 'W~ich the proce'eds of the "bonds 

herein authorized to oe issued are to be used are not in whole 

or in part reasonably chargeable to operating expenses orto 

income 7 

IT IS REP.:EEY OPJ)ERED as follows: 

1. San Iliego Electric Railway Co~s.ny is 

hereby authorized to e:l:ecute to Union Tra.st Company of 

San Francisco, a.s trJ.stee, its deed of trust or mortgage 

in substan.tial1y the form. a,ttached to the petition herein 
" 

and marked Exhibit ~, to secure a possible maximum issue 

of $1°.1000,000.00 general first lien sinking :fund gold. 'bonds, 
ann to besr interea:: from January 1, 1915, 

to be payable on Js:a.us.ry I, 1955.J'at the ra.te of five per cent 

per ann:run t pays-ole semi-annually on the first dey o·f Januar.v 

and. the £irst day of July in ea.ch year" and to issue 

$4,497.000.00 :f'ace value of said bonds ~ on the following 

aond.i tions and not otherwise t to-wit: 

2. San Iliego Elect:r:te: Ra.ilway Company shall sell 

said bonds so a.s to net in cash not less than 85 per cent 

of their face va.lue t together w.i:th accrued interest. 

3. San Diego ElectriC Ra.ilwa.y Company sha1J. use 

the proceeds from the issue of said bonds only :f'or the 
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'follow1ngpurposes 7 it bei~g "Qllde~£o'Od:t'hat': in ,no e:~ent,.:, 

::~~~:~::::::::::::~~3:;:i~~~~!3)tr 
company'~ tl'eas"C;TJT andcanceJ3.e~ana: ,until"th~pr~~ent., 

'. , .' . 

o~ tr-m>"t or l'.OOrtgage: hs.8been c.&ic~ll~':d: :o,freeord.:;>. ." , 
," ., '. • .> .. ""', '. 

fa) To rede~', the :pre'sent. out.staD.dfugbona.8 

of. the face value of tl·,6~'.OO~.OO,,;b&:rid~~~t.;to:·:eme$«(::, 
• ." • • ".' ," .', ,'-"'." .'.';,. "', -', , r ,.'. '. '." "',~ " 

the faeevalueof .~ •. < .~~.~u~ .. : .... ~.~.;,~~'.:$:r.j.~9.~if:~'lf1·~~:.' 
'.~: :,' ' <~ 

. (b) ~o liqUidate. Slld .re:fund:Il0:t::ec.::f<>~ .·.·c.·.:c·c 
" 

$574,406:.73,.' bonds not :toexee~e(l:thef~Qe 

(~) To retu:rnto mcome:'ti:t.e·suo:f 

$302,458:26 7 spent. inbetiermentSt·1nlP~ro,;v:e'';'' 
, ... "', '",,', ".' 

mente and ext e:a.sions. c bo:nds 'not, tc>. exeeed:: 
the . face: valueo,f •••••••• ' ••••• • .c~ ••••••• ,:.,.~~ •• ". 

. ',.,',. 

necessary' additions aud.be,tte::rmem:s:andaeQu1:e,,:,,·· 
" '..' " ' .. '. . .... '. , . '.;\ 

1llgne'c:eSfJa.ry additi.on81. p;C>P'ertl':~a.mo,m.ti~g.·' 
to *1·t>5S&~95:7. OOy ass'et :forth~1:o:Eih:i.b;±t;., 

," ',.' 

0-3' i'ile:dw.ttb. the p,etitlon ll.er-elnt>.:c:bo·n~s:: 

not to eXceed the fao·e. 'V8.1iie.·of.:..;.~. ....~ 
'. .'\.' -, ,".' ,- '" " \', . 

~ . San Diego':&ie:~iric>:R8.:tJ_we.ycP~a.Di;:SltaJ,:i; 
' .. ' ,'., 

. and ap:plicationin. d.etail·of thepro~~e'ds ·o.f:.the:.e&L,e.:.o:r:<:; 
sai a b:onde. hereby. allthor:izecl t~'b:e·is.su&~~·shd:O~::·~£·'~'~i~~e>'::, '. 

. .. ' , .' • •• .' " " '. ' • • " , ,. , .) • l' '. ;, ':',: ~,.:\ ' ,,':': ~ ,"<, .:">" .: 

the ;25.th d~ o£ eachmonth·the: .oom:panY~h:aii·nBk~;e.,;6rtiti~d.:,::· 
, . .', '. ,'," I. ,~> ,:,." ',: ': ... ,.', ..... ,' ,"" . :<;"':~:-':::"'~; 

report totlie' Commission in' ao:co,rd.an~eWiththe·:c6:imDi8SiQDiS;:· . 
. .' ' . " ' ;':. ,~. ' .. , '- . ' . .'" " . 

Ge.ne:ralOrder No. 24 •. sta.tingtliess.le{~~di'SP·6s:r:ti~~'~~:';~~~:::,> .• 
, " '. . '," ;,',."'" 

bonds during, the :precedi~, 1no~th,tJie,.t~s::SIl:a., '. .:.:::.,. • .,..: 
. ..... . ," ". . .' .. ' . ..... .' ....... .......' . '. ........ . ..' ~':i/ ;",.:::;>~~:'. . 
of Sil.cb.sal&l or other·dispos:ition,·the:,.D.llDiboers::o:fth$I/1)o,DdS:'·'·;·;?\·" 

di "Posed. o£ •. the mlneys realized1;:t".refr~ imdth~';'Se,Ji~~\~;:t 



purpose to whic h they are' "put ~ 

5. San,' :Diego El'eei,ri C: ~lW~YdQm~ny:: 
shall iiie with the Ra11:roaClCo1llIlliBsi6n,a certiiie:a::"C,OP7 . ' '.: '. ' . .. '," , 

. ~ . 

o'! the deed of trust ormort.gage, 

'exeo.u ted. 

sheJ.l. notbe.come efieotiveUllt:il:a.J?plica.nt"he.s:'pa1d.~the:, .' . ," " "'.' '.' .", ,'" 

:f'e&specified in sectfo:ri57,~as:emended~:o~>tlie'Pa:b~}~ ',. 

utilities Act. 

7. The a. ut.horlty :bB:reby, given to · issU&b-oriCiS:'. 
'". ,", 

shall. 'apply o~' to, bonds issued, o:no,:r<be::eoxe. 

'1915 .. 

and ordered filede.s the opin1ori,and,order'of·,the .. Ra:tlr6ad'" 
, ,. ' , . ".', : '. '. . ....... '" "l',": ..• ,. ... ,. '''. -.>.".;. 

............ .c:;..:.~~.x:..1o..;...---;;;.,...~~~,;;4I:'~-..:; ..... ---'"'' 

?j~~1~0~t!\~i~ 

·4'~,~~l~_'f;! 
", . ;' "" .">:',">:"<:~: '.~.' :">'~, ,.,:' " ~,:: .. ;,; :.,~ . .<> ',', '{":;~" 

"," .,' ,., , . , '0 ",' .'.,' ~ 
;", 
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