BIFORE TEE RATLROAD COMUISSION OF THE STATE OF CALIEOBNIA,

: i f i

Ir the matter of the application of U 0

SAY DIRGO TLECTRIC RAILWAY COMPANY

for an order auihorizing the execu- Applicatior Fo. 1206.
tion of a deed of trust or mortgage -
anc the 1 sue of bonds of the face

vaiue of $4,743,000.00.

Harry L, Titus and Read G.‘Dilworth
: for spplicants.

TESELEN, Commissioner.

This is 2n application for authority to execufe & new
‘deed of trust or mortgage =nd to issue bonds of the face value of
$4,748,000,00 and to use the proceeds for the purposeS‘hefeinafter‘
specified, A public hearing was held in San'Diego;on‘September’f
29, 1914.
" San Diego Electric Railway Company Was 1ncorporated on
Yovember 30, 1861, under the laws of California, with an authori-

zed capital stock of $250,000.00. The amount of capital stock so

authorized was increased by amendment to Uhe articles of imcorpora~

tion, on February 11, 1908, to 50,000 shé?es of the total par. value
of $5,000,000,00. Of the stock so awnthorized, 500;shares of the
total par value of $600,0C0.00 have Teen jesued as fully paid ahd
44, OOO scares of the total par value of 4, 400 000,00 were issued
for a2 stock dividend of $650,000.00, thus leaviné the smount: of
$3,750,000,00 still unpaid by the present owners of the stock. .

A1 the stock except a few shares neld by directors is ovned by

J. D. Spreckels and Brothers Company .

P3p7ON olspaa




Dividends on the capital stock have beenfpaid‘aé follows: -

Per cent on
Amount of Capital
Date Dividend Stock Paid in

Sept. 11, 1908 $ 650,000.00 Capital Stock

Deca 15, 1909 50,000.00 Cash

Dec. 30, 1910 50,000,00 : "

Dec. 29, 1911 75,000.00 "

Dec. 30, 1912 75,000.00 "

Dec. 20, 1913 100,000.00 "
$1,000,000.00

Applicent has an authorized bond issue of $5,000,000,00,
5 per cent bonds, dated Decembver 10, 1908 and maturing_on-Jahuary_
2, 1934. Of the bonds so authorized,-32,000,000.00 have«been
issued, of which amount %375,000.00 have been retired, leaving |
$1,625,000,00 outstanding. |
Appl:cant's other indebtedness as of Aprll 30 1914 wae
as follows: | |
Yotes payable . . . . e e e e e s ; .. B 574,406‘75‘
{six months' note gnven to J.D. and _ : '

A.B. Spreckels Securxtxes Co. on
March 31, 1914.)

Accounts Payable . « + « ¢ o o ¢ o eis o s e 1645363.36

Accerued Lisbilities not due, _
Franchlse tex, City of San Dlego 5 5,878.52
* County " * - 38,09
Zond.Interest : 27,083.32

TOotal o « o o o « & o ‘32,299;93 N

POLEL o o o o o o e m e e h e e e e e ..;*$771;77o;041

Less Current Assets {June 30, 1913.) . . . . 135,342 62"
et Indebiecness . . . . . . $636, 427 35

Applicent's property consists of a systém.of electric
street rallroad running on and zalong certain streets and rlghts
of wey in the c¢ity of San Diego and the irmediate adaoining
territory, the city of East San Diego and the city of Coronado.

It owns, according to the petition herein trackage-asrﬁollowa:,




Single track . . . . - 38,42 miles.
Second track. . . . : 22,19

Sidings =and turnouts ‘ ' 2 é7 4
Total 33 30 "

Applicant now asks authority to execute a new deed of
trust or mortgage to Union Trust Company of San Francisco as
security for an issue of §10,000,000,00 face value, of general
first lien five per cent forty year sinking fund gold bonds in
substzntizlly the form attached to tke petition herein énd
marked Exhibit D, and to issue bonds ol said authorization.of the
face value of 54,748,000.00, at not less than 85 per cent of treir
foce value and t6 use the proceeds thereof for the‘follbwing purf

poses:

(a) To redeen the rresent outstanding bonds..
of the face value of $1,625,000.00, , ‘
bonds of the face value of . . . . .« $1,911,764.00

(b) To liguidate arnd refund note for |
$574,406.73, bonds of the face value of 675,772.00

(¢) To return to income the sum of
$302,438.26, spent in detterments,
1mprovementc and extensions properly
chargeable to capital account, bonds of ,
the face value 0f & ¢ ¢ & ¢ 4 ¢ o s . e 355,809.00

To defray the expense of making necessary
additions and betterments and of acquiring
necessary =dditional property amounting to
$1,532,957.00, bonds of the face value of _1,803,478.00

Totsl . . . . $4,746,823.00

Applicant still has in its ﬁreasury, unsold 5onda:of-£he
present issue of the face value of $3,000,000,00, but cohtendé
that this amount is insufficient to meet the expeﬁditures row
under way and contemplated for the near future. In this con=~
nection, and as explanation of.the reason for executing a trust
deed to secure a possible issue of $10,000,000.00 of bonda, appli-l

cant presented a list of contemplated expenaltures which list‘

must ve taken as representing rather purposes for which‘mdney,nmy




possibly eventually be expended thah purposes for which applicant

intends in the immediate future actﬁaily 10 make eXxpenditures.

It seems clear, nowever, thaf the present authorized issue of
$5,000,000.00 of bonds is not large enough for any considerable
period of time, 2nd equally clear that the bonds now outstanding_
and the trust deed securing the same should be cancelled so ae

to make all the ﬁonds of the proposed new issue a firétslien on

the proéerty. At the same time, 1t seems most unfortunate if in
order to clear away the outstanding bonds amouhting to $1;625,000;00
it is necessary to issue to the owners the;eof bonds of the new.
issue emouniing to $1,911,764.00, 2n increase of.$236?764.00,

face value of vonds, without z single dollar's addiﬁional value

to the property, at least insofar as this trensaction«is.cohcerneq;~‘
This means an additional interest charge of $14,338.20 each{year;
2d8@ed Lo the existing interest chérge. without fhe creaﬁien of
additional value in the property. The outstandlng vonds are 2ll
owned ty the Spreckels interests. = While 1 can not well av°1d
recommending.thax‘thié portion of the application be granted, €0
as to clear the way for the issue of the bonds-necessaxy‘fdf.
extensions znd improvements, if the owners af the existing bonds
will rot part with them on any other condition, I'suggest to fhe
Spreckels 1nte*e°ts tha they give serious con51der@t10n to the
question vhether they can not see thelr way cleqr 10 exchanging
their present bonds for the new bonds, vond for bond, without
asking for the additionsl bonds hereimbefore referred to. In
this way, 2 considerable maxgin of bondingvcapacity'would beesawed
for future extensions and improvements. '

The note for $574,406.73 is held vy J. D. and A.B. Sprecxels

Securities Company and represents moneys advanced by them for com- .

struction properly chargeadle <0 capital account.

Thne suxm of %302, 438.26 represents moneys paid from 1ncome |
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tring five years prior to April 30, 1914,‘f6r itews properly
chergeeble vo capital account.

The Getails of the totel of £1,532,957.00 which applicent
desires to expend for construetion and permanent-improvements-up:
o December 51, 1914, appeer in Zxhibit "C~5" sttached to the
yetivion krerein. The summary thereof is as follows:

Grading - £} 27,058.00
Ballast - 138,015.00
Track Construetion 288,489.00
Peving 254 254,00
Bridges : 70,420.00
Distridtution Systenm o

Trolley Iines and '

Track Bonding 6,966.00Q
Distribution Systen

Teeder Systenm 67,197.00
Power Plant Building 125,000.60
Caxr Houses 84 ,135.00
Stavions 18,375.00.
Power Plant Zoguipment 35,000.00
Park wxnd Resort Froperty 5,000.00
Cars 388,083.00

$1,592,805%.00

It becomes importent o exaﬁine the relatidhship‘béF*
tween the value of the property end the totul fsce velue of &
bonds which woulé be outStanding if the vresent spplication
were grantved.

s, epplicant's efficiency superintendent,
the doox cost of the operative property, es of Jume
- $4,100,751.47
& vhet the %obel cost of both overstive and A | '
non-cperative property on the ssme day wes 4,107,404.14
Tre sux oX money still To be expended on capital -
acecount prior to Dec.31l, 1914, out of the pro-
ceeds Qf‘the bonds which it is now desired to
issue is . _ _ . o 1,094,461.55

The total hock cost as of Dec. 31, 1214 would

accordingly re ' . 5¥201,855-59f




Mr. A. Ervast, applicant's chief engineer, testified to
an eétimated reproduction/ﬁggtand a depreciated reprodﬁction cost,
subject to check, and possible future com&éctions, as.follows,
2s of June 30, 1914~

BEstimated reproduction cost . . . $4;939;362.200

Estixated depreciated reproduction : :
va-lue . - - - - - - - - - - L] ' 4, 835’ 780.31

Mr. Rickard Sachse, the Railroad Commission's acting

chief engineer, presented a reporxt prepared by the Commission's
engineering departiment, chowing an estimated reproduction valﬁe_
new and depreciated reproduction value as of‘Jﬁne 30, 1914, as
follows: |

Estimated reproduction cost of

operative property. . . . o . . $4,731,408.97
Estimated depreciated reproduction

cost of operative property . . 4,344,797.63

Add nom-operative property .« o . . 149,207.00
Tot\. R R RN N ) "@4',494‘,704. 3

Mr. Sachse esitirated that the

total amount necessary to

complete the work outlined in -

the petition herein is. . . . . . 1,126,694.00
thus giving on this basis a o
total value of the property when
the proceeds of the bond money -
bave been expended of. . . . . . . .$5,0621,398.03

The amownt of bonds which it is now‘intended tq issue,
veing $4,748,000.00,'is over 84% of the entire value of the.property 
on the last basis here showm. Applicant‘agreed at_the heéring_\-:v,
that the amount now asked for should be reduced $0 as notvto.éxceéd“
80% of the value of the property on the basiérlast indicated, or |
a total of $4,497,000,00. If it should hereafter appear,'after
a more thdrough investigation hzs been made intd.the'valuatidns
thue presented, that the value of the property is in excess of the
basis last stated, applicant may apply Ior authority'to‘iséué:addiér

tionel Tonds if it can show z necessity for tae issue therepf.




The Railroad Commission will set 2 hearing on the question of
the value of the property of applicant, as provided in Section 47

of the Public Utilities Act, and at the same time and place a

- further kesring in the present proceeding will be‘set,‘if‘desired‘-‘

by applicant.
An investigstion into the question of &ppliCant‘s ability  E
to pay interest and sinking funds on the additional bonds now to .
be issued reveals revenues and expenses fqr the year ending‘
Juner 30, 1914 as follows: | _
| Total revenue : $ 1,023,831.85
Total operating expenses and S
depreciation 729,326.24
Net revenune $ ’294a5°5-§}‘

¥iscellaneous revenue ' 334,67

Totsl net revenue $ 294,840;28

Miscellznsous reductions

Taxes § 61,808,28
Amortization
" of Fran~
chises 2,089.02
Interest on ,
Bonds 83,125.00
¥iscellaneous

Interest 17.849,12
164,871.,42

Net Income $ 129,968.86




The net income for the years 1mmediate1y~preceding‘was'

as Lfolliows:
Year ending June 30,.1910 eeeecececn $152,967.28
50, 1911 +veeseeese 150,536.16
30, 1912 eeeveneecne 308;353;44'
50, 1915 eveeeovene 191,048.29
£ meteriel porsion of the comstruction expenditures
now being ineurred by apyplicant willvpro&ﬁce a&ditionai revenue,
especizlly in comnection witz the Sen Diego Pansme~Celifornia |
Exposition, waich Will be held in Sen Diego im 1915. Applicant
undertekes in its nmew irust indenture to pay into tﬁé-sinkingv
fund emounte incressing froa $1Q0,000.00 annually.&uringwthéf
Feers 1916 to 1920,inclusive, to $550,000.00 ennnally &uring ;‘
the yesrs 1946 to 1955 inclusive. I btelieve that it is
fe {0 assume that the‘properﬁy'will e able‘to meet
 elthough it mey be necesssry at times %o
decrease or omit dividends on the sitock.
the property is now to be bounded wp to nearly.the
usual mergin of safety, spplicant will be obligea to consider
mesns %o secure the funds to take care of the difference befweeﬁ _
the actgal cost of the capitel ezpenditureS-hereéfter to be
incurred end the face velue of suca bvonds e mey reaéonably
issune against suweh expendiftures.
dopiicent sisw asks that 1t be authorized to seil its
bonds et 85% of tneir face velue and stetes thet the war in
Europe nes interfered with their sale st a better price.. Whi;qf:f
4pis minirum price will be suthorized, applicant wili,‘of doﬁféé; 
seek to secure ¢ nigh o price as possidle for its bonds.
T £ind trat the purposes for which it is provosed to
jcsne the bonds rerein euwthorized are not in wholé or in part
ressonably chargeable to opersting expenses.or‘ﬁo income‘aia

recommend that the applical ion be granted, sudjeet to the
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conditions specified in the order.
I submit herewith thae following form of arder:
QRDER
San Diego ZBlectric Esilwey Compeny having appliei
to the Reilroad Gommission for en order euthorizing the execution
of o deed of trust or mortgage to Tnion Trust Company of San
Frencisco to secure & possible meximum issue of $10,000,000.00
of five per cent forty-yeer gemeral first lien sinking fund
gold bonds, end for arn order aunthorizing the issue of seid
bonds of the face velue of $4,748,000-00,‘;na a public‘hearing
raving been held or said application end the Railroad Commiséidn
finding thet the purposes for waich the proceeds of the bonds
herein aubhorized to ve issued are to be used sre not in wholé
or in part ressonsbly chergeable to opersting expenses‘dr‘to,
incone,
IT IS EEREBY ORDERED as follows:
1. San‘Diego Electric Rellway cqmpany is
nereby swthnorized to execute to Ualon Trust Compeny of
Sen Francisco, as trustee, its deed of trust or mOrtgage
in svbstentielly tue form atiached to the petition herein
and marked Exhidit D, to secure a possible meximum iSsue
of §10,000,000.00 general first lien sinking fund gold bouds,
and to besr interest fronm Jenuary 1, 191f, '
to be peysble on Jenuery 1, 19554(b$ the rate of five ver cent
per sanum, payeble semi-znnuslly on the first day of Jenuary
and *he first day of July in each year, snd to issue -
$4,497,000.00 fece value of seid bonds, on the following
conditions end not otherwise, to-wit:
2. Sen Diego Electric Reilway Company shall sell
said bonds S0 &s t0 met in cash not less than 85 per céﬁt

of theii fece value, together with acerued interest.

3. BSan Diego Electrie Reilway Company shall use

the proceeds from the issue of sald bonds only for the




following purposes :Lt 'being un&emt‘oo'd t‘ha.t in:no event

, ‘_:.,(-"b‘)‘ To 1iqu1da‘be a.nd re:fund. not “ for .

$574 406 73, bonds not o exce od "th"e' :Eb.oe |
value o:f ..'....;;...';'..’.';;'.....;;'."" _ v
| (e) “Eo return to income lthe sum_o'

”  $502 4"38.26 spen‘b in bet‘hements impro ‘Ve-

ments and. e:x:t ans jons, bonas not to exceed.

‘tbe face valne of ....................‘_ﬁ

| '(d“‘)f To de:fray the empense o:f maik:ingp
necess&ry a.cldi'blons a.nd. be‘t'termen:bs ami raoqﬁ‘.i:r-

ing neceasary a.d.d.:.tlonal property amonntin




puroose ‘t:o waxch the:;r are mzt.

| 5. Se.n Diego. E:Lecf;ric Rallway Company
' ‘shall :Eile wn.th 'the Rail; oac‘L Gomxmssionv E-3
| 'of tne deed of t:cust or mor‘bgage he:n-ein aﬁthorize to be:
\exeouted.. ‘ o o _ ‘ ’
'-6', ‘The e.utnority herein givgrn to ismze bonds}
sha:!l not become eﬁectlve u.ntil appl:lcant vb.as paid.v"th
foo specified in Sectlon 5n as.amended .of fhe Publie
Utilities Aot. el ix o _.w"
E!Sae autno rity hareby given t’ _j’liasue'“bonds

.ana:Ll apply only 'bo bonda isaued on ori"-*be:fore“"'OQto-b

mhe :foragoing opinion a.nd cr:der a.re here"b’y"}‘ 8. 1P
and ordere& ﬁled. e.s the opinion and order'ovf thé Rﬁllroa
. Commssion of the S'bate of Califom:ra. - | ‘
Dated &t Sen Francisco (Ialifo::ni"“ww
|  0£ Oatdber 1914.‘f*

\‘,‘*‘n 1" LAY
i w'

, Amumnt:.g a ‘m,y




