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In the matter of the ";nvé t.:.ga‘.:ion )
by the Rellroad Commission mwpon itz ) '
own infitistive into the Tinancisl ) Ca...e Ho. 610

: cond..a.‘tion of ‘the .mi‘t:e& Ba 1:0&&...

| J ze W. Dilienthal and u!illiam Abbot"
, .fo... United Raeilroeds of Sen. .‘n“xancivco.- ,
Proderick B. Van Vorst for C“a.lii’oma. ”.ailway
sxd RPower Company. . “ _
Be Je: Mcc‘u:tchor. Lox cortam bond.holaezc- o:E'
Uniteé. ilroa&° of sen Fra.nci°c0. St

R
:

oxrvrer

| , | OnIha.yzB, 914 thi., Commiscion ioﬂued 2n. order in tin
""ing'-‘on’:‘.ts o"m motion,. an inve tiga't.;.on in‘co 't;ne en'b.a.re "imncialff ,’
dition of ‘che Un.utcd: el lroe.o... of ..,an Fra.ncieco with a viev: *o «
ma.king such order or ord.ers asi migh" bo- neco%ary to insure '“he fu.l . ‘:‘ﬁ ’
. "-_”'”.’x.llmen't of tbo obl.x.gatiom 0% th 'cor;pora:t:ion to‘ 'the public. -
- : . Do ordar cc.llins thi.. 'inves'tigo.tion we.° as ollovs-i“fi/'*
SR "oma" PR SRR

: "WEBMS :I.'L‘ appear° th&t 't:ne :Eollowing .,ums WOTC'. ‘talfen_ N
Lrom 'tbe :E‘u.né..., of Uni*ed. Bailroeds o2 Saxm. Franclisco, to—"ri't-,‘_ '
© ' Mareh, 1913, -------.,,5’77 8LB.TO - i
CLpril, 1913 emmaem=-160,000.00..
ey, 2.913 ——————158,900.00"
Jo00; 1913 e 180, OO0.00
' July, 1913 e LG /'O0.00 \ ‘ o
. and tha't none of such-mMONEY, wa° used, Lor or in: connection wi*h-, o
gny of the’ provorty. or -business of TUnited Railrosds of Sen.
Prancisco,. a.“d 't:ha:t: none oi‘ ﬂucn monoy nas becyn replaced or -
restoreds: 2nd R s RN,
'mw;'it avpear., th 't Um .ed R’ail:r:oa.d.o .o:f L
Frencisco.was &t the. time: of such withdrewal of morney, ' dn'a’ .
. Tinancislicon dfm.on.\a.nd now ig in o fin:mci’al cond.ition vuch K
. esireouires. ,\thi'-* money. Lo give adeouate Servi ce to“*the*yublia
and. o mec’ti’- et ,o'bliga:tion a.nd. g LI




"'m i't cppears that the accounts o the United
Roilropds of Sex Frenciseo are not in s i‘om which tmly
Indicates :t't Tingncial condition: and - - ,

| WEERELS, ez inquiry should ve made into the nobter
2. tho esteblishment and, mamten..nce of. a dep*ccia‘tion '
accou.nt and.

- d-ﬁumu,. smpeare* that ’che &irector oL United

. Railrosds oL Sen :ranc.usco showld cause to be rectored..
the morey %taokon as. a:foreﬁa.x.d., or nre'-*ent 3 ;pla:n :or 'tne
rcﬂtoratmn of ‘sech . moneys, .
™OW, CHEREFORE, IT IS FEREBY O'SDE'%:D by tne Rail-.
roa.a. Comms szion of. 'the State of Celilornia that an- fm—- o
estigation be institutoed on its own motion inte. ‘c}w
en't.s.::e Linencial condition of United Railloads of €
Prancisco, with a view %o meiing such order or orders.
as 18y be . necessrry to insure toe Lulfillment of:the
obligations of United Reilroads of San :rancisco %o the
public end itz bondholders and other creditors: Lnd - -
that suck investigation be set dowm Lor hes.ring beforer
Comm sioner Edgerton for “he 17tk da.y of Ju.ly, 1914.-
at Sax Franeisco, at 10 o"clock L.if. o

TI2 IS ZEREBY FURTHER OXDERED that 't:ho d;rector@ .
of United Railroeds of Sa:a Frencizsco oltkher moke proo-’
at suck hearing of %the restoration of the money takon -
ag above deseribed,. oz present & plem a"c such hewiz:g
for +the res “cora:tion of suckh money. -

. "Dated ‘at San ‘?‘ranci co, Cali“"ornia, 'tb.ie. za'th
‘LyofW,lQM.\,.,, ‘ AL A

'ﬁhd ﬁecen ity for vuch e.n inve n.g'a.mon became appaa:'en-t
weile the Com se::xon haca mder con.,id.era.‘hon L'oplﬂ.cat.:.on %.10‘76”
"vhere.'m the Um.‘ted '-’.ailro'..d.., of San I‘renci ﬂco acked. for au'thor.aty
'. ‘_co izs0e car ‘trust cer’tificv‘cee' of 'che vv.ce val'ae o... ifsoo OO0.00

In. Dacismon No. 3.536 ds.ted. May 2 1914, a.'t'bontion L
wee callod to the fact ‘th&t Iur. :a.'t:rick Calhonn, fome* worer'-'f“s.dent ’

of 'J..d.ted Railroaav of a;n F:'anc.usco haa Wit nd.rawn :ﬁ'rom 't.ce e |
comany’a *rea@ury. ‘cum o:!.’ A,,,l 096 110 ’70 and hcd appliea 5.1: )
,to pu.rpoee=' :ﬁ'oreisn,to the :r:e.ilwav coxporation, _nd ‘t:m.'t: Na:.
| Jeo...e P Iailien'thal upon taking the on‘.’ﬁce o:f.’ proeﬁ.dont |
rod obted ned. :Erom Jx. C&lhoﬁn s."i:romi ::ory notef Zor §1, 096 3.10.70
"payable one d&y ai"ter da:te, in favor of “ ‘h‘*mlroe.d: company. s

"‘he noto"' wh;.ch wa ecu:'ed by ~1:ock o '!:ho Solano Ir::.:.ga'te&

' ?a.ms-_,; m., ubsequ.en'tly w*i'tten dom .x.n thc books of 'the com- .




R

pany ac p... a value o .1.;1 OO.-
| .ﬁea.ring'- were helcl on July °O Augu...t 24. and Auguu‘b 28
1914, OfZicer ‘and .Lo*mer di:rec'tor° of Tnited Railroadu o:ﬁ' o
Y‘ "'n.nc:i."co were cul ed o8 wi‘cne.,ae Sy a., well a.. ofﬁcial'-' o.f the cit'y
v‘smo. coun\.y o.h S\,n ’*‘ra.nc sco e.nd cmployces o:‘: tiuo oommscion. " ,‘A'., s
memo*and.um o"' aun uhoritie., we. u‘cmi‘i:ted. b:,r Mccm:c.nen, O‘.Lney and.
"'112\..1'6. ...s cov.n el :f.’or owners of certain Unite& ?.ailroe.d° of So..n
a.nc.L.,co bom | a.nd. a bne... wa.<' filed. b recle::ick v Van 70:01: on
be}:q.f _voj Umted Railroadu o:f ba.n a.nc.g co.f o
o u:.e Commi ion endeavored ‘to ascer‘ﬁ in "ho n.a't'a.re of
.,ne .,utnori'ty g*a.ntod to t‘bo breviaenu of Umted “-‘tailroadﬂ o"’ ..an
"“anci-co ..o with&r°w -“nna.f-' am. *he circumstance vsunou.nding the
*hdrawa.l of 41 095,,110 vo. ) y: uo.e Commission inquired. :Y.n'to ‘t:her
vmlm of Un.:.'t:ed Ra.x.lroaa.c' o San nranciﬁco, givmg par'ticulaar
) fi’ja.‘.:tenuion uO tne cancella’c.x.on o... common cap.:.‘tal °tock ‘co 'the face o
:--v°1ue of 4‘1,200 OOO a.nd the a&.di"ion of 'tha't amou.n't to surplu s 'to
| e*hod of recordmg uhe .,in.zing fu.nd. paymen‘t t._o the mt‘ter
| o2 per deprecia‘aﬁ.on charges %0 "..ne_ O.x.li y oz United. ?u.ulroade
‘o...,Sa.n Francisco to nay d:vid.endﬂﬂf*o ’che frmchise obl.a.ga‘t;.on... of
ne comany,_md. .Ln conncction tncrcwi'th *he claim o-" ofﬁ.c.w.lﬂ of

| ..hc C:Lty of Sa.n Franc.xsco 'cnat t-nore i@* e.n uni’ulﬁlled. obliga‘tion to

1

pave 2 lurge amount of- street °ux:‘.’acer- a.nd generally, "ao' a."l m‘cter'-" o

~ ’ocr'ta:ming to ..ho financ;al condi‘twn of hi... corpora't:.x.on. 5. '

‘ I‘o a.p;po...r.., thm: a.. a. ...'oecia.'.l. meeting; of the direc'tor'b of
| Unmea. Rsilros qs o2 Sen cra.nci 500, held‘. A.ugu 1; 3.6 1912 th.uv re.,ol‘u.— o
tion, introduced. by D.a.rector J:ord a.nd. °ocond.eél by Diz'ec'tor m:l.ally, ; -
tmanimou..ly ado«:"&ei"""' ' | R B -

o*vm tm‘c a.ll °um o2 money
hitncr’to dra.wn b7 *ho Progident of thic. cOm-_ S
pany, and ell advances hitherto made by dim.
t0, or .disbursemonts mede on accownt of,, any
porson or -corporatlion, e, and tho.game are:-
neroby m‘u:ﬁmu, apnroved. and. con...irmed.- an&




' "BB I” FUREEE? ?ZUOLVED that th@ o
”resmaenx of this Company be, ond. ho is. here-v"-‘-
by authorized to drsw sueh Purther sum.apnd to "
make such: furtne* advancev te, or 4l bur@e-“ -

. momts on account o;, ony aorpor&t;on hefmay '
decm fbr the be &nuo*e t° of tni° compa y-,,:\

‘ e reuolu:ion ratmfying &nd apnroving'*he drawing pof money' and
aivburwome made by the ‘resident ¢nd &u no*izingﬂfurther diw-?&:;ﬁ‘
bursemen by aim.in the commany'° ;nteresm. . Upon mouion o’ Mr.x:v
”i*ey L. Ebrd °econde& by mr.‘n., . illcut | the vtockholder*
rayif’em,,annroved and conf;rmed tno action of he Boara or
Dix ectorv in adontﬁng the resoluxion above qnoted.,‘v
o ”hile the evidence doe not ® tablish thowauthor of
e reuolution, it clearly howc tnat Lt waw not prepared oy *ho
M' w o int*oquced o secom&ei it, and further'e tab1£°he thax tb@se
| di=QCM°r° and ovher° ae well wc*e pracuically "&ummy director
| | .ney ,oush* to juwtify tnc¢r act¢on ¢n ¢pon~oring and sumport—
o _ng such a resolu ‘on on *hc ound that it waﬁ desired‘by Calhoun.ﬂ"~
.he te,t;mony of Lr.}A. Ie- Dahlor, treauurer ob United M
?ai¢roaav f n nranc;sco,‘"how" *hat evor °1nco the San ?rancieco
"ire of 1906, ;t naa ocen the custom to nay qut caeh upon thc orde*
&nd.*eceinu oZ tne °reu;den Eoweve ‘ he bookw enow no regula.
end. 3 .,ystematic v'ﬁ.thdra.wal o... fu.nd.s un‘til A.usu.. 1912. !
B It apnears that whenevor fhe Prea;dcnt ae°ire& fund

hebvo his repreuenuative to tne trcavurer’a office., Lne roprecen-?*'

yitative ulwayo called Zor- gold. Unon,muking the payment tna trea*urarﬂjf

'would u&ke nxu receipt.i;\f ”he recoipu Wa° nlaced n *he cash box
"and counved casn._u note would be made in & memorandum.boo?
such a- "Eatrick Calhoun, debtor“ o | | | " ‘  |
” :A0v untxl «he amounx o the recezntw began to _pnrozi-!'r_;
'ign,ooo ooo according to *ho te timony, did tne t*eavuror *e—'fgt

'M[uo tne ueC”Gtﬂxy and a;k tnut a,voucne* be made oux nndvuhe




;‘_mounf pronerly °nt°re¢"’ In . ouly, *913 the treacurer upon the fme

'°t~uct;on ot the accountant,,ientered the amount fn’ the boo?,.,;_h'_‘.‘
L ' te-ti ony of kor witne 08, ho%“ that tho' amount
carried on *he booku of the comnany, firsm az
en’ accounv rece¢vab1e ard luto* &8s o note rece;vable. v;
| Becauwe tne moneJ with&rawn from the urea ury o"tho
Un¢tea "‘milroadu wa suppoaed to' nave beon invouted ;n‘*he proper-
*ieovcont olled by Solano Irrigaued Farms; a lana pro*ect i Solano
County, Californ;a, Jr. aesse Te Lilienthal wav ‘reque ted to aucer-
tain *ro n ho booz. of ;nat companj, the- amoun* or monoy actually put
| :r.n+o that pro*ec'& by m Calhou... .Lt the nea.ring hel& Anguot 24,
1914, r. Jesse W I.ilienuaal oubmi't‘ted. taie stetoments -
motal payméﬁts Lor 1and % cozt (zo o
' - shown -on S0Lano Hooks) msecccmmmae V617 608 70 |

. Totel cagh advences by Mr. Celhoun 5
: Ca~ dxuclosaa by uOl&ﬁO oocks} —-— 562, 914. oov

.LO'C&... --------------------f---- a1, 189,532.76 L

L&venced by Un;ted Raxlro s of :
. San Francisco ~eweecceccceccmecan-l, 096 110. VOI,
.AavancedAby other¢ Cewmimated) —————- 292,000,000

| Rotel memmmmmmememc e 1 288, 110 70

Unaccountod. :Eor{"( -‘-‘";L;-‘-“-'-_-'-‘-'- 207 see.oo

I* this statcment is correcu, it uoula indicaxe that
6f'the $l 096 1;0 70 Wi harawn *rom the funau of the Dnited Ra‘l--L .
roéd S, q 207, 588.00 did not go into tho ﬂolano pro~oct. ‘ ;hi,.u
of §2 67,588.00 *omain~ unaccountod Lor. . ‘. H:"
" | tuie Commi ion h.ﬂ no &utbor;fy to inqumre into *he “ "fV
finunciul affair° Kre ouher uhan public util;ty corvorationsv palor g vnould
it bc called upon to proceed into the neces ary ;ucuiry uo trace the ' |
ey a¢£erted from United Ra;lroadu of San aranci«co nor ao determine Qﬂi
- uvtne full legul rc°nonsibility for euch diversion.‘ ﬁbcordingly, tbe m
- COmm* ion transmitte& to tho Di tr;ct Attorney of the Ci y ana County

'of_San “ranc¢sco, & tranvcrint of the e ;donce~t&ken ;n thiﬂ proceeding,> B

an -tzis transcrivt io now ;n the nos*e~ on oL ,tha»D¢stric* Axtorney.,h




The Coﬁmi"5i§n noxf-dddfé 3ed L%g aLtenvion to. the S
 ,ouest1on of tho dividena° paid by U*'tcd Q&*erudo of an.Francisco. , "
Teis cue io* involvem the *educ ion of tne common capital "tock of
Uni*ed Rail*oado of vaﬁ *ranci*co tne surrender'of comman °tocz
certificaxes £0 tne pax value of ,851 400 hold by Railroad ?ower and
‘DevclOpmen* Gonnany. the purpooe and mouhod of recoraLng thc *inkina
\‘fund paymen»v. proper aonrec¢ation charge@/ *he obligationg of United
?ailroadv p un :runc; co vO ;tu bondnoldors and crea;torv ana to

tne publ;c. ‘ ; . sl

Ehe &irectoru o* Unitcd .ailroad" of Se n 1“::'::mu:i.,A::o cx a mcet- .“

_ng “cla Dccember °1 1908 vot@a fn v;ew oz the cap;tal lo zos “sbsqq‘”'

“tne sﬁbseauent utrﬁke of its employceg,uo rcduce ne common capital
) ~toc1c of he corpo*ation from he par vs,lue of (zo ooo ooo 'to 't:he
,pa._ va.uzo 233 16,800, 000, IR SR "_ |
 f"he tockholaeré of Uﬂitoa xailvay* Inveutmenx Commany,,uae } ‘“
holdinb co"pany of U,i ea Raxl*oads of San ~rancisco, a* a meeting
| nel‘ e y l 1908 con°ented to thc roduction of- the cun;tai e"t:ocﬂz" of
Tni ed ?ailroad- of SanyFrancisco,'¢n tho qmdant ;nd;cated above, pro-'
vndcd °ucﬂ ro&uctlon dia not reduce *he entire cap;tal utock o; United |
‘?u.l*ouaﬂ of. Sgx -ranci o to an amount lesa than its inaebtedneuu,“aq¢f »'
n*ovmde& fwrther, *hau no. re&uct;on be made upon *he book& o“ Uhitea :
Bai;ways Invev*meﬁt oomnany as 1o the" co"t of ;t° inwe menx in tho
stock of Uni e&.nail*oaa° of.bar ﬁrancisco DJ rea on of vuch a reduc— —

‘uion..

On February 5 1909, tne boara of d;rectoru of Unite& aii%f,“'l

roeds 0L San Tranci seo adopted;*bi° Tes olut;on-‘

"WEEEDZ» -the: rednct;on in th -eoumon "tock

of the United.ﬁailroad° of Sen Prancisco to the
amount. of ==~ £1,200,000 as authorize& by resolu~ | .
tion adopted &t the specisl meeting of Vhe. Directors. _'
0% thiz Con pany, Teld on Decombexr 21, 1908, reduclng
.ube company’s lisbilities: to that ‘oxtont, hee war-;,‘

ented o credit to Brofit ard Toss mecount oZ.a
corre"nonding exownt,’ and dHEB:ES the Profit’ an& ;.

s5 accomn« of tho Gompany hau nov neremofore

6




) o . O P N A
" - . X L. o Y HERTRI 1y

reccivod credit Lor tLe red cuion of *ha company’v: T
llebilities. to the extent of vhe invesitments of the ~j_ cox
various sinking. fund reserves: of the United Railrosds ' o
. of San Fr&nci°co ond ite subsldiary companies; . -
IPTEESOEIED thet the Controller be and. .
he nereby ie directod and empowered. to- entor to the
cred ¢ of celd Profit and Loss decount en amoumnt of
$1, 200 000 (the par valuo of ‘the comron. capital”
stock cencelled and retired) sud. a furtioer ‘amount o*
22,096,814.53 (tho invested amounts of sinking fund
regerves) and to credit profit and loss gecownt In'
the . fumure, “the coount, of similar uinking funa ;n-.q‘
vo ment a~ uad.e . u“H 3 ‘ , TIPS

" “.,-

Uhile tho bookv of United Railroad° of San.”ranci wohOWinngf
tho ac.nal enuriee a° autao_;.ed by the boar& o* directorv‘f*e ﬁotf
availaolc, *he GV¢&enco clearly °how ,*ha* tne profit and losuﬁéc-J‘

counu an credited.with *l BOO 000 becauue of ne reduction oféfhe:uu

-cabital stocz an& was furvhe* cred ted from time uo t*me with amount
in tne inkﬁng fund reeerves. | Mr. thn . Fbrbes, reyidenx pa:tnor
of Ea.okin., a.nd Sell ne firm waich a.ud.;‘t.., the' books of, Uni‘tod. -\.ail-

oads‘d ‘Sen ﬁranc;uco, defcndoa the action of “ho. comnany on the

grovad . aaﬁ tne uurnluu or profit and loss account wa,‘a mere clear;ng

accounu,, !If : vForoez‘ th eory wc*e car*;ed %o ;t, logica& conclu on,
vhe:r:e would bo notn;ng %0 prevent ne board of directora from ;ncre
;ng or dec*ea ing the capital stock of s corpo*ation, and tnoreupon
charging or creditinb the amouxt to nrof 4 and 1oev, and thus there
COuld be c*oa od a uurpluo or def;cit a% wille | o
*o cuote from the. ev;aence‘ |
r. ...eynold...: ™o you. Ynow that this "’1 200 000 %
- - gou transforred into °urpluu wnger ycnr
.&utnoraty vas uzed to pay d¢v;dend~°"
CYr. Forbes:  "No sir, it was o | e
L. ﬁeyncl&sf "How could Fou have bawd d¢v;dondw.;f you
- “hadn't haé&.thls 1, 200 Q00 in *he uxplus
account°" o | | |
Mr. Forves: well a° ‘a metier of fact there m¢gnz nave
' " beexn a deficit- indeed, the*e‘wa a-deficlt
" caused by .our mak;ng thig entrys. 1t‘was ’
recesssry in order 1o geot trhat. defiﬂit

that some ning be. aone, and thLS‘stocr
was, reduce&. : o

3
ek
¢
<




‘vRéynqlds;, "Did you declare dividends~ covld you L
. hawe without the 1,200,000 veing put into
‘vnrbluv nave aec;a*od div;dend°°“

xr;fForbégf ”Whj certalnly not."™

’Com__Edgoéton:."ﬁhen FOur did pay aiv;dend* out of
vM&.‘beﬁés:.‘ ’ Ao" N
It'i clear; of couroe, 12 the vl 200 000 had not: been o

put into ournlue account tne comnany, on its own Vhov¢“g, world. have o
2o 8 dez iciu;.f | | : IR

The ovidence chowe tnat the chergos incidént to‘theAsb~ ;
callea g*&ft pro0ecu ion wore cnarged aguinot[ '"uoponoo account ~ :
uue'idaa‘being nat they were to e assumed by tne holding companiesb"l‘
ic cortain amount after somo. opposition, WaS as sumea by tne Ruilroad f
una ﬁowe* Develonment Company, wh;ch gave i e note or notes fbr tho  "
amount ‘8s umod. In °ettlement of thi indebteanewy, t ej 11road and, 
°owc* Devolonmen* Company uurned over to UnLted ailroadu of gan
“ranc;uco. common tock held by ;t *o the uar'vw;ue of V&Sl 400. ”h;gi
tocz 13 now ¢n tne trea°ury of Un.ted ?ailroadu of an “ranciuco-.

Unl;ke the 1 200 000 it hau not been cancelled but i* hald as 1xve

traaaury 3 ock.. ;bs comnany therefore, carriom among ;t" a set~ a*\-“

var, it o common G&PLt&l gtock in tho sum of | 851 400 rocoived from 3
& hola¢ng comnuny zn settlement of accoun | _ ‘

,  Refercnce has he*oto*ore been made. to. the a¢ ion of *he
303:& oL Director» in calling upon tne controllor o c*edit une p*ofit
and loss accoun with a 096 814.53 “the amounf'allegedAto have'been
In-tho uinring fund Yeserve “eoruary 5, 1909, and wita. future +nki;g~
’und 1nve¢tment,.;. T R . 1-! T

zn tne con°ol;dated °tatemenx “howing the aiﬁpouition of

,;vurp as, Jaunury 1 1906 - uune 30 1914 ‘¢ntrodnced av ev;deace by

United ?ailroad*‘of uan Franciuco, it apnear~ tha* tne °urvlu° account f

M'“wfnas oeen cred;teq Wl th the sum of 4,95 90.12,.wn¢ch Fum iz °&id

'-rcpxesent‘casa,;nresto&‘;n‘securitiGS]foriS£nkihg:£und;,




: *ne dead of t*u°t dated Jvne 7, 1902, uecuring tno naymﬁnx
of ,55,275,000 four Dexr cont, twenty— ive yoar ;nkingvfund Gold ondé:uwf
oL Un¢tea Ruilroady of uan.Fruncivco, providew tnut commencing with tze -
yoar 1905 and on tho f;r t day of January of thau year, and on the {
”ﬁr°t day of Jenuary in eacb year tnereaftor, un*il a¢l of yaid bond;,i
p*iﬂcival an& ;ntereyv, chell ‘have beon reaoomc& or na;&, uhere "haul
be uet,apart & ugm.pot less than 2% offtno\g*o ea*ningu of Un¢ted

E:ﬁl*oaaﬂ of Sen Franciseo during the yoar thez ney* nreceding, but An.

10 event to be lezs than the sum of £100, 000. The deed o* tru,t furthc_}V;

p*ovidGS'tnat all urpluu earnings in exce ‘of 5% on tne common tock
whall bo *e e*ved and anpl¢ed a2 2 sinking *und or for tae imnrovemenm
of the nropervy conveyed by tne deed of truat. The money° in t“e uin?uﬂ_}
| ‘ing””und° shall be u@ea wmth¢n ¢ir*y dayc, after be;ng depo ito& nﬁth |
thpfu*ugtee,jin +he' reaemptmon of bonds is*ued under thxu deed o* t*uct 'f
or bond sccu.e& by mortgages now exi ting upon pronertieﬁ accuired by
Unitgd ilroads of Sen Francisco.. o
” Qhe dee&Aof t*u t dated April 2, 1888,,wocu,;ng the paymenf
| o“ 2, OOO OOO Six ”er Cent ”h;rty Year Tirst Mbrtgage Bondv of ,he
Omnibuu Gable Comnany ; reaaireu the comnany to vet apart fTOm[tho not
,income for e,purvo e° of a °inking ¢und the fblloving aﬂounts.- \
| om April Y, 1898, and smually thoresftor. wntil April 1,
1902, incluﬂive, an amouﬁx ecuivalent to 2% 0% 'tho. bondq cut-;
'vtand;ng,. " - — S - PR
on keril I, 1903, snd amu.a.lly thereaf‘aer wntal .v.;pril 1,
’907 1nelue ive,_un_amOunu equivalen* to- 4% oL tne ‘ooxds on*-f.:ﬁ
anding,“‘r  IR ' : ' - S '
. On Ap*;l l 1908;'and _nnna*’y tne*eafter unuil Anril l ’ e
1912, incluurve. an “gmount. cqu;valenx %0. Gf of ﬁhe bonds outf_”
tanaing.l‘ _ S R R _—
- On April. l. 1913a‘ annuully there_aftor umx¢1 Lmr;l l
1918, inclusive, an gmount eqpivalent to 8% of the oond* out-i;
,tanding.-, . : | | , : |
nll °um~ pa;& ;nto tho ~¢nking fund snall be and remain ;x- o
*evocably P edged to tne redempt;on ‘and paymont of tno bonas at their

I
+

“ mauu,ity. “he umon_x° paid into. tne uinking fund nall bo invevtea

e
i




by‘the=dife&tor in good -ecurit;ew-_l Unle < thero i & def;cit
Sn the °inkung *und, int erout or divzdendo or prof;ts a*1°ing

rom *he inrey*ment o+ money in the inking ”una necd not be added
. i

nch fund. ‘ ;‘",, N | "f" “f" ?, ‘ |

| '  e, daed of v?ﬂSu; date& October 27, 188~, securing tZo pay-;??
zent of §3,000, ooo six. Pex Cent ;n¢rty Yéar Bonds o2 "Ehe mnrket Stroet.
Cablc ?ailway Commany", reou;rc& dhe comnany oeginning ;n 1893 and an-fi’

' nnal;y *hereaﬁtex~un il all bonas are reaeemed «o pay ouf of net in-f,'f-

 ':come uo tne truvtee for the nurpo°e<of creafinb o oinking fund & °um
equal to ?40 000. oo._. | | |

| ”hs uinfing ’und naymenuu; requ;red by tne deed o’ truct

aaze&‘3u¢y 12, 1894,vuecuring uhe payment of 17 500 600 V ve Pnr-Cenx
"A.hir'ty "ea:. bond.c-o:f ".’.:a.r:ce..‘, ree‘t “ailway Comnc.ny” bogin Swtombalr l

'J19 8 at wnich time vhe company i° ob1¢gcd to pay 160 OOO out of net
"_1ncome to the tru tee.” L
. " Ne*ther the mortguga and deed of trust datod Yezel 1,
.1889 ecuring the p Jment of %650 OOO Si? ”er Cent “wcntyh ive
‘Vba“ nonds of "ﬂhe Ferrneu and Cl;ff Hou ?aLIway Communy nor
une morugage ana deed of truut aated Way 1 1889 vecuxinb the

payment. of L OOO OOO xxvc Eer Cent "hirty Vbar Hondo of uumter
‘Stﬁéém.dailwag comnany pake any nrovi3¢on for iﬂking funds

| | on. uune:30 191& Unite& Ra;lroado of Sen Ar4nc;uco,'.ﬁ
.according to ;tu Annnal opor* fglcd wth this COmm¢ +onihu¢ ‘

& *unaod ;naebtednev" au follovs.‘-‘
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ner*:{e... & CC!....ff
House Zy.- CQ.., o
Yerket St Ca‘ole >
Radlway - A
Cxaibas Ca.blcr Cc>. .
Xarket St. RyeCo.
Sutter St 2y.Cou.
Uzited XRs of ...11*'»
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‘236'=report unow" Um ..e.& '.Lilroad.e o ban '“‘ranci’. cot“:four -oo'*
| “Coxt. Sondéito "'he face vc.lue o;’.‘ ",171 OOO in tho t*-ee..,ur" and'. .;151 OOO

7 .

.z.nking or other "’una.... | R
' I:::. view ofl ko pcc.x..hic .,inking :L"an& :provi slons o... ‘tae 00:": "
/ eral decé.a o... 'tru..,u,' 't:o wn.z.ch roi’erence _.a., been nmte, a:ac'L .m further "
| view of $2e :t‘a.c:‘t "ha.t "'h.ne comnany’" principa.l i’rancni.,es e:qai::o on or._v‘v
ae:!.’ore 1959/??2& it na.° & ‘\_ndea indeb'tednea.., of %38 085 OOO d.ue and. o
vayable on or oefora ‘..pril l, 19?.7. J.u is no'z: .,.zf"iciont 'to ..ay th&t
tze 'ou.blic, the 'oond.holder.. ard credito:c., a.ro not u.ffercted. by a:n. a.r-
r...ngomen-t ox a.b...ence of .mch s.rrangemen‘t ‘;o mee"' ’cne ma.‘turing obl;.gs.-
tfoms. ,' o o 'm ,,' S
| .‘ Ye hold. vhet i't is 'the clu...y o thls Oomm.s. glon to coneider
tae £ Line cm:l. si'tua‘ta.on O.s. United e..x.lz-oad. o:f Sa.n ~r.,.ncisco f’*om the
'DOZLIL'G of view o.«. public policy a.nd pub.x.ic .Ln‘tcres't ...nd not uolely "’rom":{v
 tze technical pos.m of v.:.evz of e.ccou::...ing mo*hod .be. ed c_a.._ he" |
a....smp ..ion <hat ‘t:ao va ue o:f:' tne n:roperty i3 eml 'tp—, the par; fvsl_.uq’
of stockz e.nd bond..., is*’ucd uo'ymen't uhere...or., | o

"}:ile mucn evidcnce wa.s meroduced in *ega;rc. '!:o the

relue of U::.i't:ed Rail*cad.., oZ ba:a Frsmc 5coy 2 urglu

11




' forme*ly m&intainea by many cornorax;ons was nerely & matter o
" of bookkeep;nb and ald not ren*owent acerued nrof;t
| uurnlu, , to quote Lrom Franklin E. Lan e’s oPIn;on_-
in re “Invectigat¢on of Advance in Rates by Carriers in
u.vtcrn unk Lina, +ran°amiusouri ang IllL”Oi' Froi 1g: t com-
hi*tee Derri orieﬂ" 20 I C.C.'307 332-
"au uged in reilway accounting, Joesns imply
tae bockkeeming balence of tThe Profit and
& Lecouvnt whick, presuming 2ll other
valueo carried ox tne booxs ¥0 be true, in-
dicates the excess of Azszets over Iiabili-~.
tiez. It i~ wohatever tnc railroad nansgo~
zexnt chooses to make. it -end - devends upon tho -
nature of a railroa ceplitell aaf¢on, the
policy of tho road, witn respoct to' chsrges for
- neintonance, the- volumo of . tro. aiv;&end and
other facuor, entirely With;n tae directors':
control. a o
e airector- of United ?uil*oadv of San Aranc;sco
Lold thet the-vinking funa nayment nou¢d bo creaited to
,‘yuxnlu 2, *axaer than oz sinking fund reﬂcrve acconnx or .
;other account vhowing tno smownt . of money °et ide to ret;re
vonds. This mQtiO“’W&” do ended. by-mr. Jokn F. orbea o&v'
,.asxinv und Sellu, or tho ground that whenever'the company
”aid o ho ru@tee vh@ amoun cullea for by ,he inking fund
provivion of tne var¢ou~ deedo of truou,’ét mignx concider
ite 1ndeb adnecz decrea°ed by the amounx of such puymenm cn&

L L E o
 ;ncreawo ;ts su*pIne accordingly. - R ':
| Reynoldu, Auditor fo* th¢° Comm¢vs;on, is of
the ovinion uhat the compuny unould show ;n % aeﬁara:e rc°o*Ve
'uccount the amount of monOJ annroPriate& to meet uin“ing fg;d?]

ymen‘t.-, to rotire bond... Yo tekes the DogL uha"' i:f .,uch_- ;
yments axe lster alloﬁed.to appc » in eurp¢uv account t@c4~'
VCOIPQI&tiOQVUhIOQ$ﬂ t1o’ decleration of d;v;dendv ou* of “'hiw

surplug, wowld dsfene;blyuagaume_to uge “tho oame mo ey twice-

£irst,~ to retire bonds Lor einking funa\purposqa; and;,c99nd,e,‘

L
i85




gele pay d;vi&end, on the ~*ocz., He nold~ tnat a corporax;on
of th; nazure; nold¢ng un&or Short. term f*anchisew, with
deeds of truut and. uinking *un& proviuion such as are he*g
*ound saonldan*ov;de *or ¢t°-°ink ng. fund reouire ent* wholly
cout of earninga. - tne cxxenx that the*e Hinking *una re-

',quArementv are &'charge againyt earningu, Iz. Raynold« nolds

. thet tney unoula 20t lztexr. Qppoar in °urp1u~. Au ke would havef«_

the enzire ;nk ng ”un& ool;gat;onu of tni° corpo*axion mo*ﬁl_
Lxom eaznings, hmv nroPosal wonld not permit of the apnea:-f '1'
:ance ot ,inking bigeb elch reserveo ;n any form.in vne su*plnu
,account. “' ‘ , ‘ o | ,.

In accordance wi*b this view,.and taking into
‘ accoun“ other ;temu which 4:. meynoldc believev hove been

improge*ly car*ied into uurvln° account, he hos- prepared

L& s atemcnx which uhowo 8 doficlt of this corporation as f

of Jume 30, 1918, in the zun of ‘54,880 471.48.
In the nrewaration of thi“ date, m&. Reynoldv wes
.handicapnc& by the ab”ence of the' comnany s boox 8 matter
which hau bcen previouuly commented upon by thLV Commiuuion, andl'
& matter for’ wh;ch no a&ecuave explanaﬁ;on haq.been, as yet
f’o*thcoming.‘ Vhile we can only *efcr £0 previous °tatementu  ‘
Lwhieh have been made by th&s Gomm*us;on in rogard to the metnodu
hiu cornoration, and, purticularly ;n rogar& to tbo ab°ence
of ;tﬁ bookw of accoumx o are not prenared at tni time to
devermine Jnuu iw true balance oneet fox tris corporation.. -
, mo are ner*u&de& however, of tne correctne**rof'mr. ”oynolae"

ﬂ view*tnut tho ,inking fund paymento of thiu particula, co;por&-

o : ‘ , . )




4ion. Hnould be takon *rom Lts curren* earnLngs, ‘and furtner

wﬂ&t m.ny ;tem nave oeon ;mbroperly carrxca ;nuo the gu*plug

\

accoun* of tn¢3 ut;lity.

. ‘“ho clq Tif;cat;on of account Toxr eloctr¢c *a;lwa
2 bieucrioe& 55 éhe int@rwtatc Commerce Comm; icn y «he
Qailro ed Co -»on of no State of Californ;a, end by *tat@
‘railroad an& pub’ fe util;ty commiscionu generally througnou* |
ne u“ited State clearly conﬁcmplatev that.tne e nking fund
approyriut¢on“‘amd uinking Lund reserve° shoulq not be carriea
to tne cornorate "urpluﬂ from whieh d;vidende mighx be declared.

'lhi n.le is par‘t.:.cu'.l.urly .mpl.Lcc.bl\to um.., company bec...uso t?r:i."

is a coroorat;on oreraring upon limited franch;w s,' 1y over-E ~'5

buraened viuh aeb . ffaceg tho tu& 5200 of compe ion by &
m;nic;nally owned vrcet raxlway °y“tem.‘ more tnan any other
claé o; cornoration it is ander tho necezsity, ;f '*‘woula do e
‘*uotice to tho nublic and to i creditoru, to reaucc uu,*ar'au7
may be the buxden* ol it Lixed obl;gation ‘ o
| In it~ annual reporv o tni. Oomm;cs;on *or the yoar -
nding June uO, 1914 Un¢tea “ailr0¢d° of uaa -rancigco rcnortv
‘ﬂurvluu oz Ql 0’8 6oz.81. | Aé'nroviouuly ~tated thi suxplua‘°
accounf h&° oeen creditod hevsum of o4, 954 290.12 rebresen
,_ng a;nking *und reourve If tneve re°e*ve° nau not ocen tranu-
ferrea into unrpluw '*h;' company would uhow-a doZ icit on tniq ?
"ingle account;nb cnango amonnting %0 approximately $4,000 OOO.‘
Eow much grcauer tais &eficit m&gnt be 1F ov ner ;teme cred;ted |
go qupILu were otnerwiue charoed ;t iz nou now neceuuary to
dotermine.' .norea_ ,’i“ i* bo neceuwary, a.¢inding will oe
| *eﬁderéd‘aé to *heuprbp ar ch_ngee‘ 13 bo made ;n-the accoumxa of

tnia corpo*ax*on. L For;t“e“pre°ent, at is suff cient to de-ﬁl
te*m¢ne *hau the °urplu" ronorte& by t3 ppl;cant was not ¥4
true. °urb;u,. In°tea€ we. nd *hat vnere ;s a &o‘;cit.  _ne

amounx o* tb¢v‘do£icit.w0 una l nov now-determ;ne bux uball
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tmet ; g e
leave/alvo to'g, & ,om@er if uuch ﬁbuld*apﬁcardfO'}

bgfpecéssdfy;*“ |
| tuhile p "sicul veluet uxbn ﬁaﬂ' o* been medo of *he
 ‘ ﬁronerﬁ es of the corwor&t;on vador discu ion, there 15 2o
’douot thet *he ;ndebte&ne oL % n¢° uv 1 by is cle,r y out‘o£. ‘
p*onortion to the vulue of it~ PﬂyQLCul nroncrt;eo. \ If? tdtal 
indeb*edne ~ rox;mate .y $41,700»ooo-, It own». uccord;ng S
to itz aﬂnn,l rcport for the yezr cnaed uune uO 1914, a uo.al
- of 106.573 lcovof single qnd ll* 18« m;leu o* socond track ;né‘
‘9 417 m_leu 0& yard n 5 ding 2. ﬁhile the commar; on is not by any‘“
)*ean, comnle“e, the caue of *he Los ﬁngeles d&ilw y,Corpprat;onv7
uumlies sus iciant cor*oboration +0 juct ¢y'the as«uﬁﬁtionx?
*ha <he vuluo of thn nayaica* n*opertmec o Un¢ted Railroadw.
vould no oawuxc up 0 the amounx of it | ndebte&newg;’ - The-
uou,Angelesza lway Co*noration, inclu&ing City ?ailvay Oomnany
of Los Angeleu, with on owned mxloagc of 363.86 mi¢ew, ogtimaxed
*he aenreciatea *eproduction cos ‘of its pny@ical bropertieu as
of Decexber 1, 1913 at %24, 579, 560.1 Surely, Uu;tod mailroadu
of Sen F*anc sco th &.miloage o 257.173 mile° can not
witﬁin ;eason, be ezboctcd %o show a‘valuatiq witnin approximate
vSéﬁfoécifof its indeo e&nccs; o |
. t iza ,*act nowaver, that this cornoration has beau
ghle %o snow & hoavy earn¢ns nower. Tho compuny hag subm;ttc&
caraing stetements for the fiscel yosrs 1912, 1917, anqv19_4ya,f

”
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1912 -

1915

1914

Operating 2evezue
Oporating Expensec

e, 173, 123, 91"
,Aafss '7259,-\)6

a 589, 247.56'3
4. 705, 828. elj

‘i rjes 90

Tot Oneﬁoting-qevezue 53, 915 374.55

xiec.

- By .I 'y BE

*JIC<DKM3

..n':era “om :Depo its 6,

IRIRL

Q-
.

\ Income.from.-acur_y;o
- Ommed.

LERY

Othor lise.' Income

motal Mize. Income 63,482.50

67493

35, 68849
21,426.08 -

" "

on

UL R ||‘lv I LI L (3]

5 88u,4"8 95f'

33,i57.s§5

47.,682.65
7,685.94
58,526.18

53,793 156,37§f;5
110079
47,172.05

3 232,19

RS X A T

AT
(ﬂ

79 857.05

i

Gross Income

i

&3 .941, 945;15‘

7x -

Deduc*ions‘fromencome,

» [T IS

“&xeu,- *oual

-5 402 000.00

URAIELIL T

- 4£53,200.00"

& 50%,800.00

yhll

*nxe*eet.on Pun&ed Debt 1,950,178
oo Floaﬁ;ng "

49, 162-21-

1,8l7,178.58

150,487.53

%l Ig 9b4.65“

,"gozaﬁ.znuereot 999 893.86
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' 206 294 35.'

% 1,967, 666-11'~.

Rents for Leesed Linoes 84, 600. 00

Otner Deductzon: fro"

5. 77, 800.00

Irecome
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2
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'%2 486, 495 86
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8 1,445,779.02

Disn i*icn of Tet Incomeo.

°ese*ve *o* kortguge :
Sixking ‘Tundc

-~Divi&on¢-7% on Vs ooo ooo

lst.2fiL Stocx, i

Div;&enao-AI% or . ‘
. Vao OOO 000 d-istoc?

350,000.00

LA 4 1] !t 0;

387 46 .76

405, 720297

1350,000.00 .
_200,000.00_

5
1,261,439.52 . IR
| 382,1%4.50 -

350,000.00

fi,otal 737, 462,76

L)
4
»°

i

955, 720,97

5 B2, 134.50

uarpILS for Yesx :$  755,900.43
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488,058.05

K1)

aosinninQVYQar

‘623,798;63M

Surpluz 5% 202 212.58

Surplus before m&kﬁng :

Profit & Toss Adjuytmentﬂ 1,04€,113.0%

c::é:::::d&::::::::::::

¢}

-,
i

Y £52,139.24

% 1 111 856. 735* &

%8, 515,803.75.
4,722,726.85

50'515'03',9
5%, 843, 672.90 o

f:aJ 6z,202.28

| 549,305.02 .



IoBa : 1oz 2 191% 1914
uw:plu..« oefore maz.ing Ero:ffi'b:- : SR S T VR
.g&IOS Aiﬁnsfmentu, e :fl 048,115, 01' e&;,lzl ssa.vs '1,011,444-35t‘i >
- .?*'O.-i't & I:o ’Ad:}u...tmen't -‘: .:’l :., | |
- Grediv.." L s H :
13::-0"’5."* Inveated fbr Sin?.ng:j : S T RN
. Puzd, . 2 827,935.70 . 'z . 661,010.21: "235,‘292'.-50.‘ "
. Prodivy from °ale o£ Unitcd s S S . : :
Ry Invwhnen’c Co. Deben—-,: Y f 5 BT
. turell o E - : — 3 21 900 OO"-: SR
‘ -'_ue‘stlement of Account wi‘tn : : A
< Lossen Heights Tand Co.. .wg;ﬁ ' - T - :;" 22,~08 SOWWfrV'L
. . Refund,on: 1906 Ts.xe.f:“.w“”' - -y m—— T 20, 899 29:"'
- 'Clos...ng out Res exve for. Ea:r:k-f, o : - SRR
& 0cesn RRuCoW! mortoag;e o - : . —-f-- e 7,490.'8,‘
. Cencelletion'of" TeRaR _bond. 2 | - R
. purchased: belcvr paTil S - T 391 046 OO-';"";-‘» L .
. Caneellztion.of. counon Int.,.:,;""' . s
- previously acme& e — g, 25, 083.35*‘ -
f mom ou.'t -e ez"w for L ‘ : IR ‘
S ‘Adsu men't: of C..‘oles Accom:d:ﬂ L e s 4,000.00-\_ S -
x Acco:mts ”aye.ole w::i.‘btah off: ' 1,518.39 = A e
: °cella.neou° . Cr 1"9 50 = 8’75. 6‘-“ ‘ ' 61T..87 k

, _)eroi'cc: D

wne 30, 1913, 1915 and«1914-swv.

Uni ued 'D.e,.z.lroad... of ...a.n I‘:r.u,nc; 360 yubmi'tted: tne J.ol" or.'ing ota‘to—-

| k men‘t '-'hovaing ..?rofm'c a.ndL I.os.. Ad.;uf—“tmen for tne :f:‘i'*cal 3’0&1‘ end:.ng = -.

~#% 029, 580 59§

,1 158, 9oz;4vééi

otal. Creait~-a'ﬁ¢f“

issos 403.01f;;1';;

L)

.aumluv at. CI.o e o2 Vea.r

' 623,798.68

Aoe reny

462,139.241

Depreci&t.z.on (Genoml :§ 6’2’5’,‘6,73,.‘304-“:“”: ~5‘7 581.46:1'57*-*255 201 75.‘,_- o
Lecounts. Recoiveble, . 2o 1,122.2% £.1,076,711. 7o;~;, 19 399.00;;Mu‘,
Dcn*ecia:tion of Iw.'ten.l s C e . L
. - omds Supplies. s, 30,000,00 = X 13 200.91
Lo '"f*iting Gown valu.e o*’ Su.nd::y:_-,‘ S . e forT
IR uecurit.c.o-, Sl = - . "‘  coew 11,052-801.'—;;‘—\ S
Zrofits from: ca.ncella. Zon of: : s B RO
“Bords: smpl...ed a:gain T.A & B3, - 8 ,591 046.00&‘-"_ L -
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- Zeduction ‘”o min..l valv.e T | A
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" Setilemert o"’ elaim w:’;."h LI s AR
v ’:T..:;f . Ioveztment Cos - 1 98,91%.60 : - - }
‘ ..eneml..., Devroeciat ion & = U : s ,
Contingoncie° P s 427,507.79. = - : -
Discomnt on Sales of Merket - s :
S%. Ry.'Co, 5% bordz s 70,679.00 " = - : ~
Reduction to ;»om..n.l Valuwe. :.. - : :
Letured por’b.;.om o u.b cnp-_ : ; s . ’
*ion “’o Ll B : 49,999. OO : - : -
: '"o‘tal Debi‘t sl 513353 894 92“' .nl 808 919 96:8 299 ‘714.46
Cretiled o Debited To 2rol it
& Lose. »ccounu:; - 424,514;55_, 649 71&.49-.' : 7 188. ss;;v

1,018,632.81.°
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..ho conm:my mbmittea. a; c...eman‘c .,:iéériis 'She'\;': ;
co P
ol dividendu from 1909 to d&w@ az follows-' | s

For the' :EJ..,ca.l ye oxr ending June oO 1909 » R
7% on $5;,000, 000 fixet preferzod. tock ---f---f_-_ $550,000

Tox 'thc',""i.,ce.l year ending w..;e "O 1910 L e
7%-on %5, 000, OOO first pre:fer:ed c“t;c><:'.k m—memmem— 350,000

For the -'fi.,cal year ono.ing June 30 1911 S
7% on 5, 000,000 firet. p*eferre& °‘tocx. mmmmmmne 350,000

1
i

Tox tn,e'-..&:.sca.’ yea*‘en&ing June 20, 1912. e
"% on §5, OOO 000 firs st prof forred s“aock m=mmmom— 350,000

 Por tre fiseal yoor ending June 30, 1913, . - o |
7% on us 000,000 £irst pre£e~roa °toc¢,,m350 000 .
p on -,‘.20 OOO’ OOO pre...erred "-'tock e 200 :OOOC_ £50,000" . .

Fox the fiscal year eno.ino Ju.nc .'50 1914 Sl T
7% on” v5 ooo ooo 2arat nro;errei odk --------;;sso,ooo L

-

,,m; tne bearing in thi., ma‘:ter tne report of Bion .T.

: A‘r*'o"& to re c:: y of San Franci'*co. aa.'to& ‘L‘h:.-ca 3.'1. 19".5 v.ra..,
'".n:mit o& :z.n ev:.d.eme- “" . Blon J . A::nold. in h.’x.... remor'c on tbz =
”Imp*-ovemont ancl Dev\,lonment of the Aran.xoorta.‘aion "’acili.td.es of
...an 1*‘z-a.nc: o"' :I.r. *peaking of tbe dividenao pa:s.d by Uni‘t:ed. a*l-;]
rosds o"’ .,an nmci o wys. | -

""’..he comnany’ 1mncial d.x.fficu:l.tie oi’ 1'90’7

ané 1908 wero . tndoud ..ero.ly increaszed by itz heavy.
o..widcmu doclerations, c...pecially in tho firf“b ouar“'er
of 1906, whon & tota.l of 1,020,000 was decla.red.. In
eddition, 2% o £400,000 was vald ofter tae fire, &
totel of &1,420,000 Zor the fiscal y@ar, or T.1%: on
..no vreferred. **cock. The net .,urn'fn for 1906 wesz
m87’2’,...4»o, which would have enabled ne com'oany to
doclare & dividend of 4.38% on the preferred, =0 that
epvroximately 3% of tho dividends must nocessarily ,
heve ‘been p...ic?. from accurulated surplus. Snls pra.c*ice
hes a.l::o "poen’ followed. in 1908 and 191.0.. ~ - .
: . "By reason of this relstion between "mlu., anﬁ.
dividends, no at¥empt hos ‘oecm made in'this. report to
indfeste true. profit and loss for the verious Lisecal
vesrs.  For tho poriod. 190:5 to 1911, inclusgive, it
eppears thet the total: &ivideno.:z; as ropoxted by tho ‘
company sggrogete over £860,000 moxo tamn the cmla-r
t surplus Lron cpera.‘hon, congidering Gepreciation

r.n a.c‘cuz:l cash - reserve owt . of Iincomo. . Thig mesns
tna.t wless. cory e-%ond.ms eredits wexro pronerly avalil~ -
gble for 'tner stockhollers from BOVLCHS: ©othor than gotusl
income, these excess: dividend decleratione ‘could not teve
beon: -"oume& upon 'tme earning ca.pa;city of tne owra.ting
p*one::'ty. ST _ LT

:f.'t:° a..nm cpor‘t "or '!:ho yea:z' end.ing J‘u.m 30 | 1914

| Uni'tcé: ..ailrow&s of San E‘ra.m:. sSco pu‘bm utec’; he .‘.o.t.lowing Jca.temon" :
of cs a%e and I..w.bili‘c.:.e 18 ' S




' JI:S\JaLd-ia

Cost of 'R_‘oz:i
Cosgt oL, muipment P
Gener&l Exponditures .

, ;‘..m:. o* ::oe.c’t & .,ctzip.& Geneml .,.:o -

. Leaged line
| "‘cm.i'e...en., pwcmued vadexr ;mst

O'tm-r '-"e::m:mer.t Mvoctmentw-

' IStoc.::., Qwned.. '
‘ '?v.no.e& Dot Ovmod RPN
- Cask and: Curren't ’Me«tc:.-ﬂ_ﬁ..
, Gavp. R ‘ '
Bills ::.ecex.x.'v'a.ole
- hccomnis Race.we.ble
iotericls amd “awoplic... S

- Prepaidiccomnts

'T.TMdju.,ted; Leeouwnt
Other Lssets:

J.nl-:i.ng and’ 0"'.&6:’. ...’;soc%a.loﬁ'und.sﬁ :

» s ap ey R we w9 00 P2 VR fU oww

60,975.97
'16,512.41 -
175,075.14 . -
§55,426.28
" 'VIL; ﬁiéifi}iﬁ2§§  w ’
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82-419 471 63

: 940 468.403%-‘
855 B78.40.
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LE RS I Y

" .--qb‘?
——em

‘eoz 645.86
90 955.-'70(

488, 147‘35G-95?_]i

IE.BI T IE

‘ Capitel “toc.,r.- l.,t nre.‘.erroa
- Coplitel Stock- pxeferreﬁ :
' ‘Capital Stocl:— eomuon |
,‘“‘u..d.eq. Dbt

Carment ...ic.'bili‘b.x.o

. Tozme ond J0toS T.e

Accomnts! Ea'ya;ble
Zetured In‘tere
”‘ IJIYOE:L&L ”,a
:3215’ cf?"dv . ﬂ”
Tnelaimed uiage., o
Ad.ve:""i..,ir.g Con‘t:mct Denos.:.‘b
Employes™iDewosdit .
‘U"“edee..ed. "‘iclrert"' o

’ CLeexued Liscbilities:

Texes.accrued and not you due

c In-t:e*ec-t on ""un&e& Debt Acmod. a.na.

not vot - e

- Msc. Imke Accmed e.nd not ye't: cmc
| Acc::ued. 2oz Sinm‘.ng ‘z.m., not yct c.w

MeuequQ;w:_,
.: f’fl' pf_ . ) ;GEE;ESX}J?‘Q:C>228:I;.L‘

on vunaea Debtf \

yi refer o

e 2P ) e ['." 11

TR ;p TR T il e 0g e

- 2,895,120.00
. 546,839.79

£2,610.00
151,009.45
5,458.00
50,.000,00
20,769.75.

IRTE TN LN TR T T TRTRTE o aefe "

e n{

7,222.55

TR I NI ]bAun

]ooo ooo.oo
zo »000,,000200
18;800 ooo.oov=

3, 710 048 8.5
220 09 30‘. 
4~s osa 65. |

s fer "

The ques ttom of aevrecs,amon chargev i.,"

"invemtlgation. I i°‘e

4ion aml :I.nk;.ng funds

. "finvolved. .x.n ni,..

P

e‘mia.. to c.i'-"cingu.z.sn clearly between deprecia—-'v '

The :former nes i’o* itg n*i.ma*y ob.)ect ‘che *e-

'.plwcemen‘a or u.mor‘ai‘.a:t:;on Oa. property due to ae;o, u.,o, expirut,.on, in-- 2

ao.cq;a.a.cy .ncl ob...o er..,ence, 1<) ..c., whc*ea.s

| to rc'sire, ;p...y a.nd d.;scm ge .x.ndobted.new. ,' ‘

tho ;pur'ow'e of the "a«'tor .1."" -

863,486.57

z 074Lg30 svﬂ”‘

26,587. 33;;-';;;1 L
5313 ‘L() O:L_hﬂ% f‘JH w
781,514.14 .

s 1,018, 632.81" ,‘;._‘
o ?38 147, L35



Jitnouu a valuatidvn oL the nroperty of Unitod Ra¢lroadu o*,

‘San;Francich,, < Lu impogsible to aeterm;nc exactly tae nrone*

" .V"‘v‘ ’ "
chargeswincident o deprecLation.

"he oompany 3ubm¢viod a "+atemﬂn ?ow;ng tnat from Jnnuafy

1, 1906 vo uune aO 1914, it nad chargedron accou:x ofvdeprec;atgang |

i
'

‘ne llov;nﬂ amoun

,Fcr ?esorvo Zor denrnclﬂiion. rcncwals. ,

. end c:nt;ngenc¢e Semmmammannemcn e em—ammei2, 678, 588 42 S
Por duildings and Materiglg--se~emmeem—cne-a  §00,56 ©69.
Tor. 10°s on Eguipment. uold------------------“ 43, 1407, Q0.
Tor 0SS -on Parame~? seific Exposition sitocke 79,998.00 .
Pox los~ on Temporary craauency Cnanges—---- 16, 613,67
For loss: accounf E&erQh&hO,' rire and »trike l 646, 472 06{'

2o "ul--“-------------$5 265 44.7.34. -

The aeprec;a ;on cncrge° during ﬁhe past three yoaro nave

boen charged ageinst Profit and »os¢ rauhe* then Operat;ng en—"3

It'io‘dlleged that dt‘the-présent fi@e{\fh¢;¢ompany ﬁaﬁ?@ L

'don*eciat¢on reaerve of - 6450 OOO OO.V - “__f'7\ ﬁpﬁ:{

mx.'alacf. Vico- eomdent und General Janasnr of Un;ted'?ai*f

roads of San.tranc;ﬂco ma,rtagn  that the. only clcmcnﬁ: o” the com- +'
ﬁy s prowovty av to anicn & deoreciation accounu may bropcrly be -
in ed oz ure ro;ling "tock ana buila;ng '”he cost of xevai*;ng” gf
track and nav;ng ure cha*gea dm*eculy t0 0porat¢n° uxwensow._ Eo
contondis »h&v taese c»argc* cannot be taxen care of tn:ouga a &e-t
'nrocmﬂt;on reﬂervc.: On the vollin stoek, suid %o co 4 725 589 ifﬂ'
| ﬂr._B cm woula cnaige 4% deprec¢am¢on o - §189, 027 56 ncr annnm.iJﬂ
‘Oﬁ'bu dings. 41 ronro&uc ;on cO°t of wn;ca is given &t %1 °19 5*7. '
ne, wonla chargc 4p aen*eci_t;on or wés 762 88. On,m collancgyu ,
‘eou;pﬂcnx valuea SO 000, hc woaia cnarge 4ﬂ or %2 OOO OO;: Tbo
'total depreciet ion charge° amounu to*“239 790 24. ‘ ’/ ﬁ |
Mr, uachee. Chief Engineer of tnio vomm¢s ion. tated tn&t in
hio on-nion Unit@d Railroaaﬂ of San Francisco anould chargo lOp:,' 
o£ its gr0°°vo rat;nb rovenue to denreciat;on nd ;ncrease ¢t«-‘ '

mainuenanco cha*~c° 25“. Nr;‘ chse took occas;on uO ate uh&th‘f

kis renorv was nrol;minary an& vh&t no eecuy awa f;gurea could\be,J"'

-,g;ven Wiuhouv 8 "aluation.

5




Evidence was in roduced shownng that eince ;,,
1902' United Razlroaas of San Francxaco had reconeﬁructed
189.47 m;lea out of a »otal mileage of 247 38 miles or
‘s;ngle and second track in the Czty and Countj of San f‘
Franclsco. | ,' | | o
| The Company's Exhibit #7 3hows that on cr
before July 1, 1918, it plans to reconstruct 61 miles
‘of track at an approx;mate cost of 91, 522 989 OO, of |
which $szv 075.00. w:m ve' cha,rged to betterments be-
cause of increase xn weight of rail, 1ncrease 1n cost
.of pav;ng, etc.‘and $995 914 to onerat;ng. : . _
This does not contemplate a0y additional or. '
new lznes. AL improvements are to be made/out o2 iﬁ- x
come. Should the proposed plan ve executed it would
meon an aanual expenditure of ¢507 663 oo. L
| The Company's Exhibit #9 showa total area of
sireets to be renatred to be 451 650 square feet involvxng
a totsl cost of 4:32 ozs 00. | | | |
Mr..D. Je MbCoy, Superzntendent of Stree*'  
“epairs for-the City of San Franciﬂco tes tified that
'pav;ng remained to be done am an estxmated cost
of ..,,:..ooo 000, o o
| Referriﬁg to the comnany's sxnking funds,‘ o
mr Bion J. A:nold in his report on “”ranaportation ,.
Fac;llties of San rrancisco”; on page 81, says'
| "The present sznk;ng fund requzrements will

probatly retire $13,000,000 out of $40, 000,000 now
’outstanding, leav;ng $27 000, 000 unfunded debt.

Mo, Arnold in further re'erence to the same matter saya.




ke sim:ing:.:fum on U.R.Re 473 was ogtablicked.
on about the usugl daszis Lox. long-te*m frorcrisze, but
.43 correspondingly inadeauatc Lor smort terme unles
fronenize extensions could p*act;cally be guarunteed.
Under exicting comditions, & sinking fund rotiring
noexly 50% of treo: Godt i needed- sufficiont st least
to retire the fixed proveriy in the streets that
wonld oithoxr revert 10 the City at nmaturity or be sold
on & salvage besi Che V.R.R« 4’¢ sinking fund will
rotire only: about one-tbird of tho entire issue at.
neturity, as svaing its investment entirely in thece same
bonde et nmarket value. Thoe rotiroment by this method
iz exeeedingly advantageous &% the present priceo se-
cures about & 6% Lnterest rato o the credit of tke
faxd.. | The sinking fan& on the Market Strect Ry. 5
(1924}, c&n only rotire svout. ome-zixth of the ;3zue'~t
materity, nroviaing thore e no. furtner incrensge in.
outstanding  bonds of uhis,serzeu, VlO 000, OOO of vhich
arc yet uni °uoi., . . ‘ B

Iz the matte* of en adecu&to depreciation accounx

Ir. ladk Genera_ Mhnage* 02 United RailroadG of uan Wranciuco,'

imated that the unmzal allowance there£0r unoul& be
A239 790.24. - Az, wicnard Sachue, Chie® Engineer-employed by
- thiz. Comm;sv;oﬁ;*etbre sed the op;nion upon ris nrelim¢nary
invcetigation tnat the depreciaxion hould bo 10 per oent of .
gross revenne ':hicn vcul& amounm fo* tne fi»cal year on&;ng
June. 50 1914 in roun& nnmberc, to ,851 OOO. Blon J.
Lxnold *ecomm:ndu tnat until the pronerty is reclaimed fro its
“ron down cond;t;on, £ dcnrec;at¢on TOSOYVe annui*y of 8 por cent
of tne gross revenuec should e e°tanli°ned, Jhicn for *he fi*cai '
year end::‘.ng June .,o 1914 woul& amonn‘t o .;,681 000. In this |
connection M. Ernold “ays.\, o

"&n average denrociat;on reserve of ‘3% 3
"pes been meintained cince the comsolidation.  None -
oS cw-ged of< between 1906 ani 1909. Tre rate 6%
of +the’ gross -earnings per angum now established -
(2910, 1911) mey be fair Lfor tke property under rormsl
condstions, i enough is spent upon maintensuce, an@
- shoukd be. con inued ‘on g cunnlative. vesis.  Zut o

gher resarvo will oo nece°»ary fOT some year°- o
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: proﬁably 8%~ wntil the. proper*y e fecliimeai*rom
ive nreuent run down condition. A Goprecliation and’
renewalu rogerve sheuld he alrayv ava¢lable &g cagh
or-quiclk aseets, and charged sgainst inceme & &
. more or less firec?. elomont of the opcr_ting asccoun
“or preSen* purpo o2, this comnany qhould maimta&n
doprock Zon ro..,e:cve nov ...eo'* ‘ab.a.n ot recommcncte& by Mr. Axnola.
 and not cbcvc thau recommendoa by L. oacnue o; tai“‘Comm4 ion. |
‘“or *he Piscel 'yo ar onaing June 30 1914 ‘uneicompany )
sot asg ido ) rone*dl deprec;ation reserve of '255 OOO.. Qho,nece*s— |

itieo‘of the bro°ent.°£ tuation would.bc mot. i.ctﬁé commanylma;n-
teined hareafter for a perio& of tareo yaaru - donreci&tion rocorve .(
o- VSSO OOO. thg f;guro le arrived v by uaking tae amgunf b¢ |
the dovrociation re:erve ueu ap oy 4he compqny ’or tne 1aeﬁ &icc l
ycar in the sum o* approximhvely ﬁzso oco and adding nere%o an
2dal ional sum.of‘ﬁsoo ooo.ﬂ | C ‘;‘ o ““ i_¢
| : Qho comnany “hould e uuthorizea to dOVOuG RS O 000 or
this ep*ec;ation reﬂcrve 90 ahe purposcu *: which i* h&° ﬁmen |
’the nracuice to devote “ucn re°ervo.‘ Qhe balunce of 500 bCC per ‘7
yea nould.bcAuot Ty in a °pec;_1 fund in a'bcnk %0 be designa.edﬂf‘.
by “he comnany, thc money in th ”und tnoroaiucr to be cxbande&

at‘vﬂb sugge fom of the: comb;ny v;tn tro abnrovdl of t po

i
I

~*dn:ei€her'for $he DUrpose of ofov;dxng imn*cvea or ad ; ional_
*ucLIi ;e° or ertenuionu. | _h rund o VSOO OOO oaould bc VCU up*j7
;n uoto folvg Junc 30 7y of tae yeax 19lo to cover tac currcn* f; cql
- year.. I*ac*eufto t' Auld bc set ub monthly un repor rygexgof
:ma&e rdsu*ar;y to uh;- Comm %om. ‘H L  ‘.,“.v
| | It va ‘uv&uOd ;n the order calling the, hearing in tais'
‘ mat*er ‘oot ﬁhc Q¢r0Cu0r" o-,tn¢s comnany oaould o;tncr re oro unQ :

-.al 095,_10 70 whi,ch, . kf‘e.laom wae pormitted to witniraw, or




yrecont o vola.n i‘or tee re*um of thi Sum or lue amounu..
A "'thc “o- ari ng it v'o. statod that o plan wes in embryo whx.ch
co_ntemplape& cerua.an ‘surrcndcr:% of étock", ut mo plqn_,nas‘ '
beon 'formaflly‘ nréseﬁtéd %o tals COmi:;issiyo‘z;.' | | &
..no'*e Wao c.ave caarge o the a:tfaire of thisfcc)rv—_‘
pors.tion snould worocoe& by vfautover means m...y bo a“tﬂhéﬁ.ﬁd'tdﬂ, o
bel rectiw.ti.on iz v.ca ‘oe 'oo'*s‘ible. In ‘he o rﬂé-‘ncé“o‘fﬂ
- such ] rec't.»*ution o* ‘tae nre"onuation of 2 1.§.n ..hich w.»’.x.fi.l
‘brim: oout tc.n xes tora'tion o hc “mds, tnis Comm s;.on *:rill
not loolc h "’avo* "pon o.ny dieburﬁcment by -t:hi~ Comp:my .m.
<no fo::m of d..wmam.., to its e ockholaer |
o 'Drovi.,ion is 'baing mado norein for & d.cvrocmtion |
reue"-v'e for cr.;od o:t taree yce.ru‘only. ‘ 4.‘0 .’w tne e:coectu- o
tiox 'bh 'by ’mo encl oi‘ tne b.reo yaar ncriod, e comm.e .c v,.luu- .
tion will ha.vo bcen nade of *mc wt J.li y s.nd; t'nn Commw.:.on -rs...ls' o
4a..ve comc .mto no oosion of &3l of the Zoete ‘uca*ﬁ.ng uvon, the
3 comnﬂny"-‘ nroner“t;.ea. I't w):.lti. . oﬂ-O"'GfOre, bo
ablo o;'bner _‘t ha.t timo or previons "ahcre‘ao 'to i ue an amcn&ed.
o'der prc"criomg a fuced end c.ci‘inito &eworcc.w.tion s.ccozmt 't:o
b_c mad’.n'_tc,ined 'xegularly”‘oy "tn.‘.s comorat»mn.qa ;
";’l’if‘n‘tﬁhé c'hmigé"'of the cmo.; erecuﬁve oz Un.a.*cd. '%e.il- -
rosds of Som .crzmci co 7ac come an altered attituae, wm.ca .
promises honc o-" ls.s sing imnzlob-emon - Mr. -Te ge T. I.ilien'taul‘
*ccen’cly ms‘as.‘.llecl a.. ?rc .Ldent of Unitodao..z.lro 6.'* aa; omre od
| a de iro 0 co-opere.te "o ""ar a.'* my bo to }:r.mg about vma., may

ve deemed tao noceusary reqm.rcmcnt.. ,o,. public uml.x.‘cy se*vice.,

The m.r icuar proolcm ‘ocfore‘ th ‘u't.;.li'::y, ao'::cver, ;.e fina.n-«- :




cial. For'tn ne pre..on"a, ot le......-‘b it .,oom Lmp e:;mve'that' -

tzre und.s of 't.aﬁ.o como*a ‘on be conoerved.
In confom.x.*y with tho views norcin eypre ced %the

follo'ving ordor is _.dolatcd.

Tho 2ailroad Com:a:on c~°‘ tae State of Celz Lorn a"“"‘
raving 1nots tuted on it om ingtiative en .z.n'v'ostie;auion |
into, the finmefel conditlon of the Um’.‘ccd Ra.ilroad.“-of
Son E‘:é.i*:cisco .,é.ri'd. -the order inzti uting cm.d inve:xts.va.ts.on
ha‘.ving. gtated toat '::'ae scconnt of £odd Unitod, '-".::.ilra.odc o*"
Sen ““ranc.u...co WOT e'. not.in o i‘c*m watch ..ruly ina.icatcd. i
-":Lne,ncial condi 1on, ancl ﬂuch oracr a..ving .mecifio& 'bhe.‘t
on inguiry. would 'oe mdc into the mattor of .he o'ata.bl:.cnment
and mc.intomnce of o deurec;ation a.ccount 'by taif* company,
and o nubl 16 nearing neving becn neld ead. ke Comm on,“i'
bciﬁg "ul"y m'o::ised. in 't:ae:premse_.-,,“ , / |

s B..":?.EBV FOUND A5 4 FACT %not the sceownts and
ook o.. accomt now Zopt ana mintainea by Uni’cod. ‘D.a;l*oad'j
of San Prancleeo g not disclose zné ;,ta‘ce the “true. ina.ncial
con&i-tioﬁabflsaﬂ.d.&commny, azia. iz: Py ticnla.r sa.;.d accom’cﬂ a.na.
Dooks of accomt now get out. ta;t seld co"na.ny “has " su‘:._'plu.-.,-’
wne:coe. ,'1 1% 1° aercby ...ozmd a.,’ 2 fact ‘cn@:"-‘sa.:c:jfcomp&ﬁy na.sa.

doficit.




I IS EERESY TURDZER TOUD A5 L Ric t‘na.'b a propor
ana‘adcquateiacp:¢c+ation accownt to vo Het np ana'carr;ed by_i_
Tnited 2ailroads of Sen Fromcisco 4o fho sum of $550,000 per
. e _ ’” | S | e | .
Baé;ng its order onvthéforegoing7finding§_of Taet
2ad on the furthor £indings of Zoct set out in the opinfon’
proceding th@;*oradf; ,’ | | |
rf;’ IS M“W ORDER: ..:) thet United. ‘Q.ailroo.a" of Som
:ranci~co o tablish &onrociation account. ;moun ing to 50 000
nOY annnm.nn*il Joze’ 20, 1917 o mntil tne furtaer ordcr o_
'this Commiscion."‘
I; e FU?””“” ORDIRED thet said sum of WSSO OOO por
eamun 40 hc\éér*ied and got up in o deprecistion sccownt e -

‘ d”'h¢i1¢§g -c ccide ond sceriod out of 4 vhb‘anhnal"'.‘
eurninso ‘fﬁééidvébﬁpany.' Said dcbreci“t;on account shall be
eOtab ed 39ng tb-*now an ep ropr;ation from earngng" of
VSSO OOO no, later th.n June 30, 1915 ond thcrcafter °aid &e-"
n*ec;ation uccoun* °aml" ve croa ted out of earn;ng"- ' 'uac\f'
sum o¢\$45 83 .3’ per month, up to and ;nclu&;ng Jhne 50 1917
or until tne ‘uruaer rder of uhxs Comm;zsion.f' mgney accumnlﬂ*ed
wnger th . ox dex pall be used _nd exven c&fa;:follo"u. , "‘
| be pluccd xn a?

ank or o % aﬁmforn;a o or. befo*c uuAy 10,,
1915, and tnoroaﬁtor .53ﬂ§e: monti ﬁhall oe nlacea ;n a
bcnz or o_n“ﬂ in tho e‘§f Caiifo:nia, °a¢d money to bo placcd
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