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Decision No.

BEFORE THE RAILROAD COMMISSION
0F TEE STATE OF CALIFORNIA.
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Tz the Matter of the Application of

SAN DIEGO 4FD ARIZONA RAILVWAY COU-
PANY, for permission to purchase and
7014 oll the issued capital svock of
the San Diego and Soutk Eastern Reil-
way Compony, and to izsue bounds Yo pay
for same, and of San Diego and South
Raosterrn Reilway Company to sell its
proporty to San Diego and Arizona Radl-

way Company.

Apvlication No. 3323

Read G. Dilworth for Petitiozers.

TEELEN, Commissioner.

OPINIOX.

Tn the amended petition horein, San Diego and Arizona
Rallway Company,lheroinafter at times referred t0 a2 fheASaﬁ
Diego and irizone, asks suthority to purchase the $1,650,000.00
outstanding capital stock of Sen Diego and Soutk Esstern Rallwey
cdmpany, hercinafteor at times reforred to as the San Diego and
South Zasterzn, or to purchace the physical as3ets. 0r bYoth the
physicel assets and the outstanding capital stock of San Dlego
and South Esstern and to issue in vayment for said capital stock
and vhysical assets $1,500,000.00 of its 3ix yer cent bondse. The
San Diego and South Easterr Joins in the amended petition herein.

A public hesring herein was held in Los Angeles on

Xovember 21, 1917.




mae amended petition comtempletes that the'physical

eccets of the San Diepo and South Zastorn shall bde transforred
©0 “he San Diego and Arizonsg ag 3001 ad pracvicable. The vendor
company will issue no additional atock nor any bonds. After the
twanzfor of its proverties hag beon couwpleted, the San Diego and
South Eastorn is to be dissolved.

San Diego end Arizone Rellway Compeny was incorporated
in 1906. It is engeged in constructing & line of railroad from
Sax Diego to EL Contro, Imperisl Couwnty, Califorala. A pbrtion,'
of the projfected iine pacses through Mexico. This part of the
1line, extending from Tis Juens, on the international vYowndary
liné botween the United States snd iMexico to a station kmowz as
Lintero station, is owned by the Tia Juana and Tecate Rsilway
Company, organized wader the lews of Mexico. ALl of the capital
stoek 0% the Mexican Compeny is owned by the Sax Diego and Arizonn.
Tn conjunction with the iexican Company, San Diego end Arizoas
now operatos from tie City of Sau Diego to Tla Juana on the Moxh -
cen ’oou&dée.r& g.;.ne, from Lindero to o point about gix miles east
of Campo,/Carriso Pass to Seeley, in Imperiel County.

The San Diego and Avizone hes sa authorized capital

sock issue of 46,000,000.00 oF common stock. Of thic smount,
£2,000,000.00 4i¢ outstending. Tbe testimony chows that of the
outstanding stock, %1,000,000.00 per value ie owned vy J. D.
omd 4. 3. Spreckels Securities Company and #1,000,000.00 by tho
Southern Pecific Company. U to September 30, 1917, the Sen
Diego and Arizona roports that the Southorn Pacific Company had
edvanced to 4t, including interest, the cum of $4,645,179.46,
while J. D. emé A. B. Sprockels had advexnced $3,606,021.65.

These amowni3 eppear to have been exvended f£or construction

purposes. Tho testimony in this proceedirg shows that the funds




necossery o complete the railroad sre now Weing advanced by
the Southern Pacific Compvany and that the San Diego and Arizona
hoves that 1ts lire of railroad between Sen Diego and =l Centro,
Izporial County, will heve been cozmpleved b¥ Septenmber, 1918.

The San Diego and South Eastern was incorporated
Mexrek 2, 1912, for the purvoso of teking over the yroperiies
of the Sen Diego and Cuysmace Rellwsy Compsny end of the Sax
Disgo and Southorn Rellwey Compeny. The San Diego end South
Zgetorn renorts $1,650,000.00 par velus of capitel stock oul~
stopding. OFf this smouwnt, $770,000.00 was issuod in exchange
for “he properties of the San Diego and Cuysmece and 3880;000.00
for the properties 02 the Sgn Dlego and Southorn. Of the out=-
stonding cepital stock of the San Diego and Souwth Zasterz,
£459,900.00 13 owned by . C. Gillis and $1,209,500.00 by J. D.
and 4. B. Spreckele Securitios Company, tho remalining £500.00
boing owvmed vy directors for qualifylng purposes.

Ix Exhibit No. 3, potitiomers roport tho assets and
liabilities 02 the San Diego and Soutna Eastern, as 3howa DYy

1t8 books, as of Septomber 30, 1917, as .Lollows:

ASSERS.
Tavestmont in road and eguipment . . . . o o o $1,675,385.42
Miscolleneous vhysical proPertTe « o o o o o « o 55,023.67
thor investmentsS. . . - . . e e o o s 5 o o = o 272.00
C&Sh lllll - » L] - - L 4 - [ ] - L] - - - - L - L J 6’8‘98.49
Loens and DHills roecoivablo « « ¢ ¢ o o o o o . o 740.96
Mscellanoous accounts rocoivablo. - « o o o o . 13,585.68
Storeroon, statiomery and ticket stock « - . . 2,876.68
Ronts snd insurance palid in advance. . « « . - . 1,605.01
Suspense LtemB + « + o o o o s e o o e oo o oo 8,661.71
De fi Cit - - - [ ] *» & ® = o » » & 2 - L] L ) - - - - - 511 L688'29
Notal 8820%8. « « » - » « $2,276,737.91
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LIABILITIES

s payab*e. . LT 563896430
Accomt S nayable - - L4 - - - - L 4 L ] » - - - - - - - -* 15 ,859 .53
Accrued deprecietion « ¢ « < o o v . o e s oo e o 46 ,370.99
nadiusted dobit ftemS o 4 o 0 o o e e e 0 s oo . 611.08
motal 14ebilities. o - « o $2,276,737.91

mho San Diego and Arizops i3 willing to pay $1,500,000.00
faco valuo of 4t 8ix per cont bomde for all of the'onxstanging
capital stock of the Sex Diego and Soutk Zsstern or its ascots
or both its stock and assete free and clear of all indebtelness.
mhe vresent stockholders of the Ssx Diego end South Epstorn have
agroed to discharge all of thae indebtelness of Ttheir company prior’
40 the transfer of the 3took or o0f the properties.
Tn Docision No. 1383, dated March 30, 1914, (Vol. 4,
Opindons ané Orders’of tho Heilroad Commission of Califorznis,
v. 539), the Xeilroed Commission found the reproducilion coss of
the operative proverties of the San Diego and South Eastern as
of Jume 30, 1912, to e 1ot in excess of $2,285,874.61 snd the
roproduction cost less depreciation to be $1,922,754.20. The
docision shows thet the company reported the original cost of
1ts vroperties as of June 30, 1912 at $1,6%8,790.70. The San
, Diego snd South Esstern now reports that from July 1, 1912 0
| September 30, 1917, because 02 flo0d damages, retiroment of
property and other ceuses, 1t deductel #%596,827,.,79 from its |
rood and equipment account and that Zrom Juwly L, 1912 10 oontomp
bor 30, 1917, it expended for additions and bdettorments $631,790.07.
Mo net addition to ite properties during this poriod is reporteld:
to be $34,962.28. |
Reforence 48 here slso made to Decision No. 786,
y deted July 10, 1913, (Vol. 3, Opinions and Orders of the Rail=

ro0sd .Commission of Californis, p. 84), suthorizing the San,ﬁiego




end South Eeztornm to issuo $343,000.00 face velue of bonds;
to Decision No. 2971, daved December 11, 1915, (Vol. 8,
Opinions and Orders of the Rallrosd Commission of Celifornis,
De TLl4), auvthorizing the Sen Diego and South Eestern o in-
crecso rates: and +o Decision No. 3317; dated May 8, 1916,
(Vol. 10, Opinions and Ordor:s of the Reilroad Commission of
Califorznia, pe. 38}, relative to the recomsiruction of the
Sen Diego and Soutk Eestern’s lires subsequont to the floods

0f Jenunery, L916. The San Diego and South Egstern has issuned

none of the $343,000.00 of bonds and Goes not intend to do so.

In Exhibit No. 3, the revenues and exponses of the

San Diegod and South Zastern are voeported as Lollows:




SAN DISGO AND SQUPIRASTERN RAILFAY OMPANY
INOOME ACOOUN? FOR FISCAL YFARS
JENE 30, 1913 = 1917, dbolusive

AXD ,
FOR THRER LONTHS FNDING SSPYAMBER 30, 1917,

Three months

19183 1924 ending Sept.30, 1917

1916 . 1916 1917

£$865,703.36 $305,433.42 $222,936.82 $126.6§9.64 $42,023.20

340,034,562 350,111,7%7 277,626.14 206.205.3# 32,614,939

arating revenues $428,693,98

porating expenses 377,619.97

her Inooms

60,874,01
4,620.96

ross Ingore less oporating expenses §65,494,97

Deduotions:

ilway taxes
pnt of equipzant

int feollity rente
iteraest on unfunded debt
i scollaneous

Total deduotions

bt income

16,800.00
7,455.68
2,017.80
5,972.06

£6.,00

32,011.74

R3,403.23

25,666,684
4,767,70

30,436.64

21,126.10
2,016.24
2,074.62

13,400,10

103.00

38,719.06

8,282,562

44,678.35¢
4.606.47

39,671.88%

19,6567.62
2,329.84 .
2,5612.38

21,833.b62

81.07
46,4156.33
86,287.21*

54.589.325¢
5,774.49

46,814,83+

19,292.38

2,66%7.02
3,632,256
23,438.97
123.26
48,963.77
97,768,604

80,245,735+
23,639,206
66,505,461

16,646.17
4,669.37
1,124.25

28,485,665
1,234.41

52,060.05

108,566, 63+

9,408,2%
6,069.,45
15,477,72

D 2,247,638
1,176.42
176.16
7,974.13
479,01
12,051,534
3,426.38




The preceding table shows that the operating revenunes
02 the Sem Diego and South Eastern decreased from $428,693.98
for the year emding June 30, 1913, to $125,859.64 for the year
onding Jwe 30, 1917. TFor the three months ending Septeunber 30,
1917 the operaving revenues of the coxmpany are reported =t
$42,023.20. The decrease in the company’s .cornings from 1913
to 1917 is attridvuted +0 the damage to orchards by frost im 19133
to Jitney and motor truck competition; and to the floods of Janu-
ary, 1916.

The testimony in this vroceoding shows that the orcharde
in the territory served by the lines of the San Diego and South
RBagtern have almost recovered Zfrom the Lrost ol 1913; that the
Jitney and motor truck competition has t0 & large extent boex
slimirsted through the emactment of ordinances by ¢cities traversed
by the lines of the San Diego and South Zastern; thet the com=
peny’'s line bas been rebuilt to MNoster; that to secure traffic
Srom the back country beyond Poster the company has acquired the
existing motor itrucks operating in that territory; and that by
the acoudsition of gas=electric cars, as héretofoxé rocomnmended
by this Commissiox, it nas reduced tho cost of oporation on its
eastern division from £1.00 vper cer mile to 20 cénts'per car nile.

Joan D. Sprockels, William Clayton and Z. J. Burns,

spresring on bohal? of the Sox Diego and South Zastern, tosti~

fie0d that the earnings for the three zonths ending Seoptomber 30,
1917, may be considered normel, and that the esxnings of thoe com~
pany snd the revival of business Justify the sale of the prop-
ertios Zor $3,500,000.00 face value of 2ix por cont bonds.
Williexr Clayton, Vice-Prezident and Managing Director of the

San Diego and South Eastern testified that The Atchison, CTopeka

- and Sants Peo Relilway Company hag tareatened to duild into the

torritory now being served by his company, and that the Spreckels




1n§orests are not in a position Vo successfully moet the Sants
Pe compotition. Ho testified thet 1t will be bemoficisl o
Son Diego and vicinity 42 thiz consolidetion is authorized and
iZ the Soutkhern Pacific, tarough the owzorshiy of a one=half
interest in the San Diego and asrizons,is therodby given s firm
footnold in Sam Diego County. Zo beiieveq'that compoetition
betwoen the Sante ¥e and the Southorn Racific will result in
larger bemnoefites to'éhe chippers than competition betweon the
<2 o and tho San Diego and South Eastern.

Pavl Shouy, reyresenting the interost of the.Southern
Racific Compony in the San Dlego snd Arizoxe, tostified that e
rad made o careful indopcndent investigation into the businecs
0f thoe Sar Diego and South Zastern and that as a result of this
investigation he was convincoeld that the San Diego snd Arizona
15 Justified 4in paying $1,500,000.00 in eix wer cent bonds for
the properties 0f tho San Diegd and South Eastern. The San
Diego and Arizona looks upon the San Diego and South Zastern’s
lines &s veluvable feedors. Ur. Shoup testified that the San

Ddemo and Arizona has no interntion t0 ask for an increase in
g

rates on the Sen Diego and South Zactern’s limes 4f this appli~

cavion is granted. |

Eoretofore the Railrosd Commission suthorized the
Sen Diego and Arizons to execute a mortgage 10 secure the pay-
mont of $25,000,000.00 of Zive por cont forty year bonds. It
is now the intention of the compeny t0 modify this mortgape 8o
as t0 provide for an Lssue of eix per cent bonds. The nortgage
mey 2130 De modiZled inm other perticulars. Obviously watil ‘such
time as the company hes submitted to vhe Commicsion a copy of
1ts cmended mortgage and hes secured suthordzetion fLrom the Com-

ission to ezecute the ceme, no. Linel order c¢an de giver in thie

yrocoeoding.




Nelther do I believe that *the order herein zhouwld
become effective until the Commission 228 approved the book
enfries relative to the transfer of the properties horein
eutnorizod. These properties should be teken on the books of
tee Sen Diego and irizome at §1,500,000.00, the purchase orico.
Obviously all of thoe books and records of the San Diego and
Soute Easterﬁ should bo tuwrned ovor and dolivered %o the Sen
Diego and Arizona.

I recommend that this application be granted, subjeect

to the conditions conteined in tae Zollowing form of order:

SAN DIEGO AND ARIZONA RLILWAY COMPANY having epplied
to the fallroad Commizsion for authority Lo vurchase tho
$1,650,000.00 var value of outstanding capitf; stock of the
San Diego and South- Eestorn Railway Companfl or its physical.
assets, or both ite physicel assots and outstanding capitel
stock end to issue in pammént therefor $1,500,000.00 face valune
0% 1%s 3ix per cent bonds, the SLY DIEGO ATD SOUTE EASTEERN
IAILWAY COQIPANY heving auked suthority to sell its proporties
t0 San Diego and A&izon& Rellway Compony, & vublic hearing

baving been held ond it appoaring to “he Railrosd Commission

that the money, property or lLabor 46 be procured or nald for

by the issue of seid bonde is reasonabl& rogquired for the pur-
oso cpecillied in The order, and that the purpose £or which the
rroceeds of the bonds may be expended 1z not in whole or in
Par’ reoasonadly chargoablo to orerating exmenscs or imcomo,
I2 IS ESZERY ORDZRED that San Diego and Soutk Eastorn
Rellwey Company be, and 1t is heredy granted suthority %o sell
exd transfer zll of ité physical assets freec and clear of all




indebtedness to Sex Diego and Arizons Rallway Company.

IT IS REREBY FURTEER ORDEZED that Ssn Diego end
Arizona Reilway Compeny be, and it is hereby, granted author-
1ty to purcaase the $1,650,000.00 par velue of outstanding
capital stock of the San Diego and South Eastorn Reilwsy Come-
vany, or its vhysical assets, or both its physicai essets and

its outstanding stock, and to issue in full payment therefor

$1,500,000.00 of six vor cent bonds at their face valmwe, wpon

the following cornditions and not othorwise:

le The authority herein granted to issue bHonds shsll
00t becoxw effectivo until Sen Diego and Arizone Railwey Compeny
228 suomitted to the Rallroad Commission o copy of ite awended
mortzege or &eod of trust, ond has secured from tho Reilrozd Com=
alssion an order authorilzing the oxecution of sald smonded mort-

gege or doed of trust.

2. The authority herein granted chall not bocome ef-
fective until the Railroad'Commission has approved the ook on~-
triegs relating to the transfor of the canital stock and properties

nerein authorized To be s0ld and transforred.

Y,

S« The consideration given £or the »ublic utility
proverty herein authorized to bo trancferred Bha;l not bhe tokex
bo¥ore the Railroad Commission, or any other public bvody, 23
representing, for rate fixing or otaer yurvoses, the veluo of

the proyerty tramsferred.

4. Saxn Diego and Arizona Rellway Conmpany. shall,
“within thirty days aftor tho conveyance of the public utility
property herein suthorized to be made, file with the Reilroad

Commission & certified copy of the dood by walch said proverty

=10=




ig convoyed and withir thirty days afiter the 4Ssuo of the

bornds herein euthorized the compsny shall £ile with the Reilroad

Commission o verified report of such issue as reguired by Genersl

Ordexr No. 24, waich order In so far as applicable iz made e paxrt
2 this order.

S The authority nerein granted to isscue bonds ghall

not become effective watil San Diego end Arizone Reilway Come

Py has pald the fee proscrided by thoe Public Utilitiocs Acte

6. Zhe guthority herein granted to convey public

utility property sud to issus bonds shall apply ozly to such

vrblic uwtility proverty os 4is conveyed and to such »onds as are
lssued on or defore July 1, 1918.

The Zoregoing opinion end order avre hereby apvroved

and ordered f£iled as *the opinion and ordor of tho Reilroad
Commission of the State of California.

Dated at San Francisco, California, this &”dh day
) {
of Noveuber, 1917.
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