
Deo1sion No -__ _ 

:BE]'OEZ ~:a:E ~ILE.O.AD COmrrSSrON 
OF ::e:E STATE OF C.AI.IFOmrIA. 

--000---

In the ~~tter of the A~plie~tion of ) 
SAN DIEGO .AlW ARIZONA ;aL,ILWAY COM- } 
?AnY, for permission to purchaso and ) 
:o.old all the izSU0d. c8.1'1 to.l stock of ) 
the San Diego and South Eactern Eail- ) Ap~lica.tion No. 3320. 
wtJ.'S' Company) and. to iestLe bonds to pay ) 
for $$me, and of San :Diego and. South ) 
Eastern Railway Comp~ to sell its ) 
proporty to San Diego and Arizona Eail- ) 
way COt:l:PSllY - ) 

Read. G. Dilworth for Pet1tio~ers. 

Commissioner. 
; 

1,:::::....-
;~ 

.J,.::;;-
~ 
~ . 

~ 

In the amendod petition horein, San Diego and Arizona 

Ra.ilway CompallY, heroinafter at times referred. to as the san 
Diego and Arizona, asks e:a.thorit:; to purchase the' $"1.,650,000.00 

outsta.nc.1ng o8.1'i tal stook of Sell Diego and SOtLth Easte:r:n Rs.1lvray 

Co:np~ ~ hero1ne.fter at times referred. to as the Sen Diego e.nd. 

South Easte:-n, or to purcha.se the pbSaical a.sseta, or 'both the 

physical assets and the outstanding capital stock of Ssn ~iego 

end. South Eastern and to isstLe in p3.~ent for sa.id ca.!)ita:J. sto-ek 

end 3?h:73ieel assets $1,500,000·.00 of its six per cent bonds. ~e 

San Diego and South Eastern joins in the acended petition here~. 
A publie hearing herein wss held in Los Angeles on 

November 21, 1917. 
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~Ae amended petition contemplates that the phya1csl 

~~sets of the San Diego and South Eastern ehall be tr~sferred 

to tae San Diogo and Arizona 8S soon az praotic~blo. The vendor 

com~~ will issue no additional stock nor any bonds. ~or the 

trs:sfer o~ its properties has boon completed, tho San Diego and 

South Eastorn is to be dissolved. 
s~ Diego end Arizona Eailwa1 Company was incorporated 

in 1906.· It is engag~d in constructing a line of railroad !rom 

San Diego to El Contro, Imperial Count~, California. A portion 

of the projected line passes through !v!eXico. Thi-s pext of the 

line, extending from ~ia Ju~. o~ the international bound~ 

line between the united Ste.tos and ~~x1co to a station lalown ae 

Lindero station, is owned by the Zi~ Juana and ~ec~te Rsilwn1 

Company, organized under the le.ws of MexiCO ~ All of the oapital 

stock of tho treXicsn CO::lPElllY' is ownod '01 ths San Diego and. Arizona.. 

In conjtt:lction ·,vi th tho Mexican Company, Stm Diego e.nd .Arizo::lc, 

now operatos from t:c.o City of San Diego to Tie. Juana. on the Mexi-

can boundar~ line, from L1ndero to ~ point about six miles eaet 
and. 1:1'0:1 

of COJApo,/C!JZriso Pass to Seele1, in Imperial Co·~t1. 

~Ae San Diego and ~izona has an $uthor1zed capital 

stock issue of ~6,OOO,000.00 o! common stoCk. Of thic 8mount, 

*2,000,000.00 is outstanding. Z~e testi~ony shows that of the 

outstand.ing ztock, !~1 ,000 ,000.00 per value is owned b~ J. :D. 

a.:ld A. E. Spreckels Securities Company and. :;;:1,000,000·.00 'by the 

Southern Pacific Com~any. u~ to September 30, 19l7, tho Sen 

Diego en~ Arizona roports that the So~thorn·Pe.cif1c CO::lP~ had 

edv$nced to it, incluaing intereet, tho sum of $4,645,179.46, 

While J. D. end. A. B. S:procltels had a.dve.nced $3 ,606 ,021.55 .• 

Z~ese amounts appear to have been c~ended for construction 

purposes. Z~e te$timo~ in this ~oceoding shows tha.t the funds 
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necessary to complete too railroa.d are DOW being advenced. b:y 

the Southern Pacific COnl:9e.ny 8Jld ths:t too San lliego and Arizona. 

hopes tha.t its line of railroad between San J)iago and.:£l Centro, 

!=~rie.l CO't!.l:.ty, will have be~n coople'ted. b:7 Soptember, 1918. 

~ho Sa:l Diego and. SOtl.th Esst.e:rn wa.s incorpo:r~tod 

~~ch 2, 1912, for tAo purpo3o o~ taking over tho properties 

of the Sen :Diego end Cuyamace. ?s.ilwa.y Company, and of tho San 

Di~go and. Southern Railway Company. ~he San Diego ana South 

Eaetorn ro;!?orts :;;1,650,000.00 par valUI): of cs~ital stock out-

standing. Of this amount, *770,000.00 was issued. in exchange 

for the p:t"operties of the San Diego end Cuyama.cs. and. $880,000.00 

for the properties of tho San Diego snd Southern. Of the out-

stand.ing capital stock of tho Ssn Diego and. South Eastern. 
~39,900.00 13 owned 0:7~. C. Gillis and $1,209,500.00 by ~. D. 

and A. B. Spreckels Sec~ities Comp~, tho remaining $600.00 

boing owed by liiroctors for quali:fYing purposes. 

~ Exhibit No.3, pot1t1onors roport tho assets and 

11e.o111 tie s of the Sen 1>1ogo and Soutll Ea.e:torn, as shown b:y 

its books, as of Sep'tombe:- 30, 1917, as .:follows: 

ASSETS. 

!nves~me~t in roaa and equipment ......... $1,675,385.42 
M1sce11aneous physical propert~. • • .. .. • • .. • 55,02Z.67 
Other 1nveetuents. .. .. • .. .. • • • • • • • • • • 272.00 
Cash • • • • • • • • • • • • • • • • • •• • • • 6,898.49 
Loans and bills receiva.ble • • • .. • • • • • .. • 740.96 
Z!1scell$llOoue .accOttnt3 reco1 va.blooo • .. oo· oo. 15,585·.0$ 
Storaroom, stat1oner:y ana ticket stock • • • • • 2,876.68 
Ae~te and 1nsuranco paid in advance. • • • • .. • 1,605.01 
Suspense items ................ • • • • 8,661.71 
Deficit. .. • • • • .. • .. .. .. • • • • • • • • 511,688.29 

Total e.eeets. . .. 



LI1~ILITIES 

Capital stock outstanding .............. • • .. • $l,650,OOO.OO 
Notes ~a1able. • .. • .. .. .. .. .. .. .. .. .. .. .. .. .. .. •• SOZ,89o.31 
Accounts ~a1able ......................... • • • 15,859.53 
Accrued. depracie.t1on ......................... • .. 46,370.99 
Unad.justed. de·"oi t itarlS .. .. .. .. • .. .. .. • .. .. .. .. • .. 611.08 ---...;;,::;;;.;;. ... 

Total liebilitios ... . .. 

~ha San Diego and Arizona. i3 vr111ing to pe::; $1,500,000.00 

faco vsluo of its. six :per cont bond.e for all of t:i.:.a outstanding 

capital stock of the San Diego and South Eaata~ or ,ita assets 

or both ita .stock and. assets free and. clear of all ind.e"ct(>~eae. 

Z'.o.e :present stockholders o:r the San Diogo and South Et;l.storn have. 

agreed to d1scharge all of the indebteenese of thai= eom~~ prior 

to the transfer of the atook or of the properties. 
In ]ecieion No. 1383, d.~ted March 30, 19l4, (Vol. 4, 

Opinions and Ord.ers of tho Milroad Comm1esion of Cal1tor:o.1a. 

~. 539), the Eailroad Co~ssion found tho reproduction coa~ of 

the operative properties o! the Ssn D1ego snd South Eastern as 

of June 30, 1912, to be not in excess of $2,285,874.51 and the 

roprod'llction cost less de:preeia.t1on to be $1,912,'754.20. The 

~ocision shows that the eomp~ reported the or1g1nsl cost of 

its properties as of June 30, 1912 at ~$l.GZS,790.70. ~ San 

:Diego end. South i.:s.atern now reports th~t from J'OJ.'1 1, 1912 to 

Septembor 30, 1917, because of flood. ds:c1.Lgce, retirement of 

propert1 a,nti ot:iler ce:rwos, it ded.ucted $596,827.79 from its. 
roo.d. and equipment account end. tha.t from July 1, 1912 to Septo:c.-

ber 30, 1917, it expend.ed for additions and bettorments $63l,790.07. 
!:'he net a.d.di tion to 1 ts properties d:or1ng this :periOd. i$ reported' 

to be $34,962.2S. 
Eeference is here a.lso msde to ~cision No. '786, 

d.e-ted Juy 10, 1913, (Vol. Z, Opinions. and Qrde:t"s of the ~l';' 

road ,Commission of California, p. 84), authorizing the san,Diego 
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and South Eastorn to issue $343,000.00 faee value of bonds; 

to ~oci3ion No. 2971, d~ted D~eember 11, 19l5, (Vol. S, 

Opinione and Orders of tho Rs.11rofl.d. Com:n1ssion of California, 

p. 7l4), e:a.thor1zing the ~ Diego s:c.d. South Ee.ste:t'll to in-

cresse rates; and to Decision No. 3317, dated May S, 1916, 

(Vol. 10, Op1nioXlS and. Orderz of the Eailroa.d Cotm:l1ss1on of 

Califorrda., p. 38~ .. rela.tive to the reeonetr'O.Ction o~ the 

San Diego a.:c.d. South Ee.ster:c.' e lines subseq~ent to tho floode 
of Je:Aue:t:y, 19l6. The San Diego and South Eastern has issued 

none of the $343,000.00 of bonds and docs not intend to do so. 
In Exb.i 01 t ]!o. 3, t:b.c revenues and ~xponses of the 

san Diego and South Eastern are ::eported aa follows·: 
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SAN DIEGO Ah'D SOU i}r&.~Si8RN R!I llYAY OOlryAlrr 

INOO1~ AOOOUlli' }'OR FlSCAL Yl'A.~ 

~UN& 50, 1913 - 191? 6bolusivi 
A}ij) 
~DING SBP'E3,1lBKR 3(), )917. 

11£'Bl! 1913 1914 1916 1916 

U28,693.~8 $366,703 .36 ~305,433.42 $222,936.62 

3'17,S19.97- 340,034.62 350,111.77 277,626.14 

operatIng revenues 60,S74.01 ~lit66S.64 44,616.35· M.DS9,3~ 

4,620.96 4,'16'1.'10 4.806.47 6,774.49 

sa lnoo~ les8 oP3r8.t1~ expenses 66.494.97 00,4.36.64 39,S71.6S· 48.614.63· 

l1way taxu 16,f(JO.OO 21,126.10 19,667.62 19,292.33 . 

nt oC equiI,m!Hl\ 7,465.aS 2,016.24 2,329.84 . 2,66'1.02 

tnt Ce.ollUy' rente 2,01'1.60 2,074.62 2,613.38 3.632.26 

erest on unfunded debt 6,972.06 13,400~10 21,833.62 23,43S.91 
,! 

scol1aneouB 66.00 103.00 81.07 123.20 

ifotal deduotions 32,On."'4 38, '119.06 46,416.33 46.963.'17 

lnoolOO 23,483.23 8.282.62· 66.287.21· 97.768.60· 

~ LOea. 

1917 

$126,669,64 

206,205.37 

eO,M5.73t 

23,e39.26 

66,605.4S· 

16,646.17 

4, 669.S'I 

1,124.25 

28,466.66 

1,234.41 

62,060.06 

108,666.63· 

ihree i»nth8-

<0 
('-) 
(.) 

ending Sep\.30, 1917 

$42,023.20 

~2,614.~~ 

9t408.2~;' 

6,069.45 

15,4'l7.?2 

;2,247.63 

1,176.42 

176.16 

'1,9'14.13 

479.01 

12,061.34 

3,426.38 



~e pr~ced1ng table zhaws that tho operating revenuos 

o! the San Diego o.nd South Eastern deoreased from ~'ii428,69Z.9S 
for the year onding June 30, 1913, to $125,859.64 for the rear 

endi~g June 30, 1917. For the three months ending Se~tember 30, 

1917 the operating revenues of the oo~an1 are reportod et 

$42,023.20. Z~e deorease in the oompan1's.earninge fro: 1913 

to 1917. is a.ttriouted. to the damage to orohs.rds bY' frost in 1913-; 

to jitney and. motor truok competition; and to the floods o~ Janu-

ary, 1916. 
faa testimony in this ~oceGding shows that the orc~de 

in the territor~ served by tho linea of the San ~iego and South 

Eastern have almost recovQre~ froo tho frost ot 1913; that the 

jitney and motor truok co:petition has to e large extent been 

eliminated through the enaotment of or.dinanoes by cities traversed 

by the 11~es of the San Diego and South Eaetern; tha.t the eom-

pa:oy's line haz been re'buil t to )J'oeteZ'; tha.t to sooure tra.ffie 

fro~ the back country beyond ?oster the oompany has acqUired the 

existing motor truc~s o~arat1ng in that terr1tor~; and that b~ 

the ac~u1sition of gae-electr1c cars, as h~retofore recommended 

by this Commies1on, it haz reduced tho cost of opor&tion on its 

eastern ~ivis1on from ~l.OO per ear milo to 20 cents' per car mile. 
John :D. Spreckels, -;J1l1ia.m Clayton and E. J. Burns, 

appearing on bohalf of the Ss::. Diogo B!ld South Ea.ste:nl, testi-

fied that the earningz for the th:eo :lollths ending September 30, 

1917, may be considered no~mal, and t~t tho earn1nge of the eom-

p~ and the re~ivsl of business justifY the sale of the prop-

ert10e tor $l.,SOO·,OOO.OO face valuo of 31x per oent bonds. 

Wil1ia.m Cla.yton, V1ce-aozident and ~"'D.Ilaging :Director of the 

San ]iego and South Eastern teet1fiod that :be Atchison, ~opoka 

and. Santa Fe Railway Companr has threatened. to build. into the 

territory now being servod "01 hiz oom~sny, and. that the SpreCkels 

-7- 337 



interests ere not in a position to succeo$fUll~ moet the Santa 

Fe competition. Eo testifie~ th$t it ~ill b~ bene!icisl to 

San Diego and vicinity if tAiz consolidation is authorized and 

if the Southern ?aci~ic, through the ow:orehip of a ona-half 

1nterGst in tho San Diego and ArizOna,ia theroby given a firm 

foothold in San Diego County. Ee believes that competition 

'between tho Sante. :5'e and the South~rn ?a.cific will :-esul t in 
, 

larger 'bonefits to the shippers than competition between the 

sants Po and tho San Diego and South Eastern. 

?aul Shoup, reprosenting the interoot of the ,Southern 

?acific Compan1 in the S~ ~iego ana Arizona, tosti~ied that be 

had made a careful indo pendent investigation into tho 'business 

of tho San Diego and South E~$tern and that as a result of this 

inveztigation he was convincod that the San Diego and Arizona 

is justified in paying $1,500,000.00 in aix per cent 'bonda for 

the proportios of the S$n ~iego snd So~th Eaztern. Tho ~ 

Dieso and Arizona looks upon the San Diego and South Eastern's 
lines ~s vel~ble feeders. Mr. Shou~ testified that the San 

Diego a.nc. .Arizona. has no intention to e.sk for an 1ncreszE) in 

rates on tho San Diego and South EssternTs lines if this a~~11-

e~tion is gr~ted. 
Heretoforo tho Railroa.d Corn:ciss1on s.utho,:t'1zed the 

Sen Diego end. Ariz·o:c.a. to execute a mortgago to secure the PfJ.'S"-

::lOnt of $25,000,000.00 of fivo :por cent forty yee:r bonds. It, 

is n07i tile intention of the eompe.ny to mod.ify this: mortgs.go so 

as ~o provide for an is,Sua of six :per cent 'bond.s. ~ho mortgago 
::.e.y also 'be modified. in otl·~er r.>ertie'llla:ra. Obviously untilzuch 

time o.s the company has submitted to the Co=miesion Il eop~ of 

its ~onded. mortgcge and ~s oocured. author1z~tion from the Com-
:U.ss10!l to e7-acute the ee.mo, no, f1nc.J. ord.er can be give%:. in tbis 
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Neithor do I believe that the order herein zhoUld 

oecO~e effective until the COmmission has approved tce boo~ 

ent~iee relative to the transfer o~ the properties horein 

s:l:.tho~ized. The sa l'ro:oerties c:o.o1.lJ.:l be taken on tho books ot 

ti:.c San Diego and Ariz,ona at ~~l ,500 ,000.00, the, purch$.Se :price. 

ObViously sll of tho books and record.s of the San Diego and 

South EastGrn should be turned ovor and dolivered to the, s~ 
Diego and Arizona. 

I recommend that this application oe grsntod, subject 

to tho cond.itions conteinod in the follOWing form ot order: 

SAN J)Jl;OO !lm .ARIZONA Af..IL71AY CO?1iPA..'II!Y haVing applied. 
to the Railroad Commission tor authority to purchase the .. 
$1,650,000.00 par value of o~et~d1ng capitel stock of the .,. 
Ssn Diego and South:', Eeetorn Railway co::npa.ni'~ Or i ts pbJ'sic~, 

assets, or both ita physical assots and outstanding capital 

stock end to iSSue 1n payment therefor :~~,500,OOO.OO face value 

o~ its six l'er cent bonde, the SAP. DIEGO LT>ID SOUTH EJ..sTE?.N 

RAILWAY CO:it2.A.NY having a:llkod e.uthority to sell its properties 

to San Diego a.nd. .Arizona Railway Compc:lY, So public hearing 

haVing been held and it appoaring to the Eailrosd. Commi~eion 

t~at the coney; property or l~bor to be procured or pa1d tor 

by the issue ot acid bonds is r~a$onabl~ reqaired for the pur-

PO$O specifiGd 1n the order, and that the purpose tor Which tho 

procoeds of the oonds may be expended is not in whole or in 

:part rea.sona.bly chargoablo to o!'o'rating expensos or income, 

IT IS RZP2BY CEDZ?3D that San Diego and. South Eo.storn 

Railway Comp~ be, and it is hereby granted authority to sell 

and transfer all 0 fits physical assets :froe and olear of all 

-9-



indebtedness to San Diego and Arizona Railway·Company. 

I~ IS EE3E:BY Fu?'~E O;?.DE?3D that San Diogo end 

Arizona. ?e.i1ws.:.v Company be, and it is he:r:eby. grs.nted. au~hor­
ity to purcaase tho 01,650,000.00 par value ot outstanding 
ca.pitsl stock ot tile San Diogo end South Ea.storn :Railway Com-

pany, or its physical assete, or both its physical assets and 

its outstand1ns stock, $nd to issue 1n full payment tho:r:efor 

$1,500,000.00 of 'six per cont bonds at their face value, upo~ 
the following conditione and not othorwise: 

1. :he authority herein granted to issue bonds snell 

not become e~fectivo until San Diego and Arizona ~silwey CompsnY' 
ha.s subQitted to the Railroad Commission e copy of its amended 

mo:r:tge.ge or deed of truzt. and has secured fro:l tho :Rcilro&d. Com-

misSion an ordor authorizing tho execution of said amended mort-

gage or deed of trust. 

2. Z~e.autho:r:ity herein granted shall not bGcome ef-

fective until tho ?~lros.d Co~ssion has approved the ~ook en-
tries relating to tho trsnsfo:r: of the capital stock and properties 

herein author1zod to be sold and transferred. 

3. ~e consideration given for the public utility 

proper'ty horein Q,uthorized. to '00 tr~s:eer:t"ed B:hs.l,l not be ta.k~:c. 

be~ore the Railroad Commission, or any otaer public body, Q3 

reJ?=eeenti:c.g, for rate fixing or other :9'tU1'oee.s, . the valuo of 

the property tr~s!errod. 

4. Sa.=. Diego e.:c.d. Arizona P..e.ilwa.y Comp~ r shsJ.l, 
. within ta1rty days after tho conveyance of the public utility 

property herein authorized to be made, file with the P~i1road 
Commission a certified copy of the deod by which said property 
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is oonvoyed and Within thirty days a!tcr the isauo of the 

bonds herein euthorized the com~~ shall file with the Ba1lroad 

COmmission ~ verified report of such issue as re~Uired by General 
erae::- No. 24, which order 1n $0 far as applicable is ma.d.e s. psrt 

of thi s order. 

5. The authority herein granted to ieeue bonde shall 

not beco:e effective until San Diego and Arizona ?ailway Com-

pany has paid the fee prescribed by the Public Utilities Act. 

6. z.he ~uthority herein gr~ted to convey publie 

utility property snd to ies~ bond~ shall apply only to such 

public utility propert~ as is conveyed ~d to euch bonds ss are 

iss'Iled on or before July 1, 1918. 

~e foregOing opinion and ordor ~e hereby e.~:9rove~ 

snd ordered filed as the opinion an~ ordor of tho ~lroad 

Commission of the State of California. 71 
Dated at Ss:c. hsncisco, California, th1s ft'l, day 

I 

of Novomber, 1917. 

Commissionere. 


