
-Decision No. 

BEFORE TEE' RAILRO.A.D COMMISSION OF THE. STATE OF CALIFORNIA. 

-... ---
Xl! the !!l.a:t.ter of the investigatiorJ. l 
by ,the Railroad Commission upon' its . 
own initiative into the financial 
c.ondi tion of·, United Railroa.ds of 
San Francisco .. ' ~. 

BY THECOMM:ISSION. 

Case No. 610 .. 

:First Su;eplemental Opinion. 

'" ' 

On May 17,191" thisCo:o:mission rendereda.d~ 

cisio:o. in the above enti tl ecl:matter (nec:1.a ion ~To ~ 2397}.a.nd 

issued its order directing United. Railroads-ofsin':rranc:L'f!~~C 
'. . . 

to estaolish a. depreciation fund. in theswri ott5"o,:.OOOe.n-' 

nually for the fiscal years ending June 30, 1915, · June 30, 
1916 and JU!le 30, 1917, "or until the further order ' of· this 

Cosnission." 
This order provided that this depreciationaccollut' 

. . 

should be est~1blished so a.s to show an appropriation from 

earnings of $550,000 not late:- than June 30)1915.~o:vis:fOn 
was mad.e whereby t::a.e sum for this depreciiition account should ~" .... 

. ,.,\ 

a.ccrue thereafter in equal;:::.onthly installDlentso,f $45 ,833~33.: .' 

Provision was further made where~oy$,300~ 000 of this.sum;appl'p,-

priated as a c.epreciatior~ reserve Shou.~d "be used.< for ,certain 

s'Cecifiedpurposes when approved. by this Commission,,' andth~· '. 
.. '. ,I 

balance of $250,000 per year should be used.' .by the Unite,d" 

Railroads of San FranciSCO "without the further oider of the 
. ' 

Com=issicn
l 

for the customary purposestc which its funds:',' 

heretofore accumula.ted for depreciation have been: used.~n ' ..... 
'" . . " ". 

The order further directed that United Railroads 

of San ?rancisco should, within thirty days from th.e date of, 
'the ord.er, present to the Commission fo,r its, approv8.l~ a pro:..;.' 
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posed cbinge and cOl'rection·of its books of accounts'to show. 

the true financial condi tioD of the cOI:lpany a.s to defic!t,. 

The applica.nt h.a.s now applied for a rehearing arid 

the order ha.s accord.ingly 'been extend.ed from time to time. 

In its application fora reheari:c.g, Uri1tedRail.-

roa.ds of San Francisco d.irects the attention of this Com~ 
:::nilSsion to various :catt~rs in connection with its accounts, 

the regulations of this Commiss·ion governing such ac;counts" 

a.nd. the issues involved in determining an adequate deprecia- ' 

tion a.ccount for this company. ,We find no merit ,in.the,points 

pre,sented as to these ~tters. 

As a further basis for its application for, 'rehearing, 

United Railroa.ds of' San Francisco represents tha.t it wi~~ no,t 

have suffic·ient fu.nd.s to set aside from its earnings.the SUIt'':';',' , ••• 
, .'. '.,-,,",,(' .. 

of $300: 000 on July 15 t 1915 as a. special fund as 

the order of 'this CO:Jl1lission. 

~e petition states further: 

nF'J.rthermore~ becau.se of cau.ses 'oeyond 
our control and vThicn affect our revenu,e, we 
are unable to say whether we will be able· or 
r...ave the a.bili ty to set aSid.e the sum of 
$45,833.33 per month within fifteen days af-
ter the first of each month following July l5~ 
or at a.ll, as required. by yOUI' order." . 

A com.:parative statement of the earnings and expene·es 

of Uni teo. Railroads for the calendar years' ending. Jttne30:;,i9~4 ... ' . 
. ,',: " . .'. " . 

and June 3Q,.1915' shows a decrease inthecompanY's.reven'uea 

follows: 



Opera.ting Revenues ••••••••••• $8,51,,893.73 
Operating Expenses ••••••••••• 
Net Operating Revenues •••••••• 
Miscellaneous Income; 

4,722 ,736.8,6 

3,793,159.87 

Interest on Deposits ••••••••••• 

Income from Securities Owned •• 

110.79 

47,172.0, 

3 t2~2'~i9 

,50,515.03' 

other Mi-sce11aneo1ls Income •••• 

Gross Income less Operating 
Expenses ••••• '... ••• •••• • • •••• 3,843,671.90 

w 

Ded.uctions from Inoome: 

'Il'lcrea.~e 
Year' Endirif' . , , ,.' 2£' .- . 

J'iille30 " 19 5' De crea..s'e 

t 8,030,275.12 -$485,618 .. 61 . 
". " 

4,75Z,826.5j-. 
.. .. 

• 
17,,218.76. 128 ~046~;·7J;. .' • 

. "', ". '<'''~',~'>,r>~.,' .. '." .' 
'8,676.34• 

." 

183,892.10 

3,4561343.6.8: ,';'3a7J328:~22. 

;'./ , ',: •... 

Taxes .......................... $ ,03,800.00 $ ',16;000.00' .~2,200.0.0<" 

Interest: 

On :Funded Debt .' •••••••••• e .•••• 1,719,964.65 .... \ .. '" 

On FloatiIlg Debt •••••••••••••• ' 206,294.35 

Rents of Leased Lines ••••••••• 126,600.00· 
Other Deductions • • • • • ... • • • • • • •• __ 5""', .... 5""7.-3--.· "' ... ,3:,;.8 

Total Deductions .......... ' ..... 
Net Income •••••••••••••••••••• l,281,439.5f 

Disposition'of Net,Income; 

Reserve.forMortgage 
Sinking Funds • .- ••••••••••••••• $ 382,134.,0 
Seven Per cent Dividend 

. on $5~ 000, 000 ;.)nF1:rst 
Preferred stoele .......... ..... 350,000.00 

Surplus for year .•••••••••••••• 
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,""' 

• ",.,1 

" . ''', ," ,'" 

l, 691,·660.77 
.,', .," , 

192, 998~58 ...13,295'.77 
, . ~ .. - , 

176,40.0.00 

- ·2J~73i~\8':. ,: 
',' '.' 

2,577,05'9.35 14,826,.97 " 
, . " , 

',." .. 

·8721284.3~. 

-350,ooo.og 
376, 035~ 90 -356,098.60 

$ ,03,248'.43 .-46t~'6:~;9': 



To meet this situation it will be necessary.only 

to postpone the beginning of the depreciation fund so that 

it may accrue d~i:o.g the fiscal years ending ,June 30 7 1916, 

June 30, 1917 and June 30, 1918. Provision may also well be 
mad..e that the sun:. to be placed in this depreciation account 

-may be modified if the earnings of the company should be in-

sufficient to :make up the full $5507000. 

This investigation included an exhaustive inquiry 

int·o the financia.l affair's of this corporation;. required by 

reason of the de:f'~ection of the sum of $1,096;:000 from proper ' 
, . ,. 

corporate purposes. 

We see no ,reason why, the,ord.ei'" shc\ila ,not stan'd~', 

It will be nec'essary only to accumul'ate the depreciation fund. 

over the fisca.l yea.rs 1916, 1917 and'1918 instead of 1915, 

1916 and 1917. This will require certainaccompanying:modi-: 

fications of the order. 

In conf'ormity with the views herein expressed, the 

following supple:o.entaJ. order is hereby made:, 

First Supplemental Order 

IT IS :a:E.REBY ORDERED by the Railroad COr::lmission of 

the State of Oalifo,rnia that its order in the' above entitled 

:mz.tter, dated. }la.y 17)c 191~L (Decision No. 2397) be amend.ed and. 

it is hereby a.lt.ended by substituting for that portiono£ saiel . "," 

order, beginning with line No. 8 on Page 26 of the original 

ty:pewri tten copy of said order and extending, to the .worde 

"I;e.ted at San Fr:::.ncisco, California.~ this 17th diy, of May, 

1915"7 the following words: 

IT IS B:ERE:BY ORDERED that United Railroads o·;f' San 

Prancisco esta.blish. a depreciation account amounting to. 

$550,000 per annum until June 30 ~ 1918, or until the f"urther· 

ordeT of this Commission. 
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T~ ... - IS ?LB~E3? O?J)E?.ED that sai c. sum.· of'· $550 ,000' 
. . 

"be ca.rrieo..anc. set u-o in, a. cle"Creci8.tion$.ccour~t· 
~ -' .. 

as aforesa.id. shell be set a~,id.e an.d accr'.1ed. oU.tot the annual 

earnings of said co~pany. Said delJreciation aCCOUIl:"t shall be 

estaclishea. so as to show-an appropriat.ion fromea):'nings ?:t 
" ." '. ' 

$550,000 not later than Ju..."'l0 30,. 1916, ano. beginr~ngW".i.til.the 

mon th. of July, 1915. On .Ju:'y 31,1915, and: monthly thereafter" 

saie. c.e?reciati<Hl account sb.a.ll be creo.itec: ou.t .ofea.r.o.ingswl,'tA 

the sum of :;;45,-833.33 per month, up to snd.incluciingJune 30,: 

1918, or ur..til the f'J.rther order of t::iis<> COrllmiss:Lon\ '];Ioney 

acct:.J:l:ulated. under·this ord.er shall "be'usee: ana. expenaedas 

follows : 

~:c.e su:::r.. of $45,833.33 per month snellce placeo.:in 
'.' .... 

. . " '. \ '. 

~ bank or bankS i,n the State of CsJ..iiornia, ss.id'moneyto b:e'; 
"'::" 

~i~<;!eo.. in said."oa!ik or banks within thirty dey's after the 

la.st day of each mont:b.; t~e fi;cst. payment intosaid:bank or ..• 

banks to be for the month of Ju.ly, 1915, and. to· beroade not 

la.ter t:han AUg"J.st 30, 1915. Of the money so . acc...mul~:ted., 

~25,OOO !Jer month or~~:300,OOOannual:ly shall 'be used. 

::gended only -

{so} POI' tb.e constX".:<.ction of addi.tional facilities 

or extensions and for the fulfilling vi frs.nchi~e (1)lige.tions.·· 

ofsa-id. cO!Ilpa~y; or, 

(b) Fo::-. the impro~ement of service ;or~· 
,. 

(c) For such other purposes properly chargeable: 

a o..epreciatio!l account a.smay be authorized. by. 

-:lpon $,:9:91i6& ti on of sa.ia.. United. Ea.ilroac.s of San .Fra...'"lciSco •. ' , '.' . 
. ," 

Of suc~ S1ZnS as may be accumula tec. 1roderthe ota:er 

:herein, $25,000 per month or~300,000 per yea.r, or~y part' 

ofseio. $25,000 ~er m.ox:tc. or said ?:;OO,OOOper yea.:r,:sha.1Tb:e: 
, . . , 

expended only a..fter tIni tea. :Railroad.s of San :B'ra.nciscoha.s,·s'l1b~.· 
nli tteo. a. eta tement to the .Ra11roaa. Commission. o~ftheStat~ oi' 
California setting out the purposes for vlhich. it is proposed 
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to make expenditures andr..as recei.ved the COtmli5Sion' 5.· 

a:U.thorization approving such expenditures. ' 
. :. . . 

Of the sum of money her~by .ordered to be ca.rried· 
,'. 

in the depreciation account, . $.?50, 000 per a.nnum or$?O~:833.33 . 

per month or any part of said $250;000 per annum or· sa.id 

$20,833.33 pe,r month may be used by United Railroa.ds of San 
• • '.0" ',' " " , . ' .. '" 

Francisco without the further order .ofthis Coxcmissionior 
.. '. . . 

the~ustomary purposes to which its funds heretofore. accumu- .. 

la.ted for ~e:preciation have been. used. 

It is hereby l>rovid.:ed as a condition of thisor.de:r 

that if the revenues of United Railroads of San Fra.ncisriofor: .. 
. . . ,;", . ",: " 

;s.ny one month, after the payment of operating expense:s, taxes~': 
", . .. . ' .. ,.' ".', " 

license fees, percentage of receipts d.tte .under. franchise~,\ and. 
after setting aside a sufficient·. p:r.o rata sum for' the payment 

of interest· ands'ir..king fund obligations, shall be less than 

~645,833 .. 33~ United :?ailroads o:f8an Franc;iscoahall :til'e,.with· 
..' . . 

this Co:::::mission on or before thirt~tdays after the last day 
'. " 

of such month, a statement showing i.ts earnings and,necessary: 

expenses for such :month as heretofore s~ecified in ~.1?:is;para-:-

graph, and may make a"lication for a rr.odificCl,tion o·f ·the .. amount 

re'1uired to be added monthly under tnis order to said deprecia .. ~ .. 
, . . " ... , . 

tion .a.ccount; but the a.:mount by which said monthl:v s·um of 
'.,'. " 

$4,,833.33 may be reduced by order of this commission '-rorany 

one month, shall be ado_ed to the amount to be pa.id in thesuc~,.· 

ceeding month or months until ;pa.id. .. 

IT IS FURTEER ORDERED that United. Railroa.ds of San . 
'\' 

Francisco shall, within thirty daysf'ro:r:l the date of thia.or~ .. 

doer, present to theCo::ml.ission for its a.pproval. 7 a proI>c>sed· .. 

change and correction of its books of account "';hichsball,\ show 
',' ,.' 

and reflect: the true financial condition of said company a.3 

- 6-



to de:f'icit. 

Dated at San Franci:'=3co, . California.,: this 

day of August, 1915 .. 

, .',., 

;2.40> 


