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PUROPE THE RaTLROAD CARIISSION OF TEX STATE OF CALIFORNIA

In the Matter of the Applicetion

of SAY DIZGO AND ARIZONA RATINAX _ |
COMPAXY for an order awthorizing Lpplicetion Xo. 808B.
the ZLssue eaxd sale of boxds and '

gpprovel of trust deeod.

B, G. Dilworth, for apvlicent.

TOVETAXD,  Commissionors

FPIRST SUPPIEMENTAL ORINION

Applicent in the above oxmbitled matter has Liled
s supplomoxtal petitior asking suthority to'execule & nortIege ce=
curing the payment of $12,000,00C. of '6. per cont 40-year bonds pay-
eble My 1, 1957; Lesue 1ot exceeding %;000;000. of sald bonds sud
$5.626,800.23 0 7 per cent cumulative preforrod stock for the pur-~
pose of refunling its in&eb'téd.ness axd- financing the completion of
its 1line of rellway.
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Applicent ir Bzhivit Fumber "3™ f£iled July 29, 1918
reports 1ts assets.nand liabilities as of Jume 30, 1918 as followsse

ASSETS

Izvestment in Road =xnd Zquipment
Xiscellaneous Physicel Proporty
Davestmeonts in ALf1listed Gompa.nies
(a) Stocks
(&} Advences

Otaer Investments
{a) Stocks
(¢} Xotes

Current A...setz-

Cezn ‘ _

Speclal Deposit* ,

 Treffic and Cexr Service Balances
ReceLvable

Tet Balancee Recoivable from Lgents
and Conductors

Miscollancons Accounts Receivable

Yaterfal and Supplies

Othor Current Assets

| Total

Doferred ALssets:
worZing Xund Ldvences
Other Deferred Assets
‘ Totel

Unsd justed Debite:

Rents and Insurance Premiums pa.id. in
.advence

Discount ox Funded Dedt

Other Tusd justed Debits

Total
 DOTAL ASSETS

LIABILITIES

Cepital Stock
Long Term Dedbt: e ‘
Yon-negotizble Dedbt to A2tlfated Companies
Caxrent Lisbilities:
Audited Accounts and Vages Payeble
Uiscellaneous Lcoounts Payable
Other Currext Limbilities
Deferred Liabilitieas
oxr’ orLe ilities
Unadjusted Creditss:.
Tax fEEBIIﬁy (Credit)
Accrued Deprociation=-Zquipmont
Other Tnadjusted Credits
2rofit and Loss =~ Debit Balance

TOTAL IIABILITIES

87,707,900.14

3,896,309 445
128 456.94

1.00

955600.00

97367 o 39
11,378.87

886.20
13. 51’7.55

279257

99426

212,16
- 12502.58

1,724.76
1,329.73
760,446,224

,11,881 441,73

9,5601.00

579478426

765 500.75

@3_;255 636.46

10,817 o 47
1,569,789.48

2685

60484
' 53,574496
128:487 .04

24:000;000.00
10,040,751,0L

L. “675 609.80
1883, 673.49' :

191, 457.16
858 855.00

W%B636.467
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Ir Decision Rumbexr 1264, dated Februsry 9, 1914, ( Vol. 4,

Opinions and Orders of the Railrosd Commission of Celiformis, p. 177)
os amended, the Railrosd Comnfssion swthorfized Zen Diego and Arizoms
Reflrosd Compeny to issue om or bdefore Jwe 30, 1917, §5,000,000.00
. of common stock and $10,000,000.00 of gemeral lien 5 pefr cent sinking
fond 40-yesr gold bords for the purpose of z'efunding‘ on indedtedness
o? $3,007,908.50 and fiﬁancing tho comstruction of 8 line of reilway
aend appﬁrtena.nceé from the Clty of Sen Diego throrugh fhe northern
portion of Lower California, Yexico to Soeley in the Imperisl Val-
ley, o1l of whick 18 more perticularly describe& in the maps on 2ile
heréin and in the eatimate  attached to the originel petitionm. Appli-
cant reports taat 1t has issued monme of the stock or bonde. In the
weantime, applicant has proceeded w:‘g.th its construction work. In
Exhibit Sumber "LT Piled July 29, 1918, it Teports its izvestment in
rosd and egquipment at $11,596,902.09. of this amomnt &7,707,900.14%
represents investment in Californis sxd %;889.;00:. 95 investmgnt in
Mexico. The -1imes in Mexico are owned Dy coinpa.nia- del Ferrocarril
de ™Mivavs y Tecate, S.h., & Mexican corporation. Applicant omus
e1l of the stock of the Mexican coxporation and {ntends to deposit
14 with the trustee mwnder the mortgage whick it mow proposes to
executo. Mo $11,596,902.09 includes §729,798.38 of interest
during construction and $1,192,774.13 reprosenting the cost of tho
properiies of the San Diego & Southeastern Rellway Company a.cq,uired
pursuant to ax order of the Railroad Comxis3ione

San Diego & Arizone Railway cdmpé.ny was organized
Decombor 15, 1906. | Titigetion between the Southern Pacific Company
a.nd. TaDe & AaBe 'Sp‘rem:.e relative to tho owzerskip of $2,000,000
of common 3tock of Sen Diego and Arizous Reilway Company, the oivil

war iz Kezico snd the Earopean wer all contributed To the deley of

the completion of the rood. .




In Exhibit 6, applicant reports the total dlistance

between terminal pointe of Lits line of rallway at 139.42 miles. Its

completed rood is reported as Zollows

l.-‘- From E’irat to Fifth street. S&n ma&o,.......-u-- 027 mlea

2u== Frowm Tenth Street, San Diego to Internationsl
Boundary line at Tig JudNSjyecesccrccnnses 14.34 miles

Internationsl Boundary lire st 2ie Jusne %o
" Intornationsl Boundaexry line west of

Z.-- Now River, Imperial County West to end of track
at Carriso P8S8S8, eecncnccsnrsncscacnscnnse Jhedh miles

4.=— International Boundery line west of Campo aesst
to end of track, Tecate Divide, Station
'E" 650 + OO’ [ EE S RIS XN TN N NN N R NN NN NN 25~°5 M.Iez

Total tracik laid main 1ine,.cccccvaccsrccses 113.37 miles

Motal 8iding epurs ond wyes 18i8,...eceeeee _15.17 miles

Total main lino and sidings laid,... 128.54 miles

Applicant further reports the section of line now -
doxr construction, Movntsirn Division, from end of track Station "E"
650 + 00, Carriso Pass, 24.78 niles, 13 miles of which 1s practi-
cally comple';ed and ready Lor track. The remaining ‘port:ion a.bm
11.8 mfles in the Carriso Gorge L3 about 50 per cent completed.

Tn 448 decision of Fevrusxry 9, 1914 the Railroed Com~

wigsion referring to applicant’s type of comstrucilon saldzs=~

"The portion of the road already bdullt Iis
of standard gauge and of first.clas3 construction.
The grades have veen egkilfully conceived, and the
engincering bas becm of & aigh type. The materials
wsed have becn of good quality and nowhere is ihore
any ovidence of skimping in the counstruction. To
brief, the type of rosd being duilt is, In our Judg~
ment, o2 the best, and It is proposed 1o use this
same type of comstruction in building the romeoinder
of the rsilroad.™ :

The evidence submitted at the recent hearing

ahows that the copstruction staxdsrds have besn lowered as
4




compared with thoao t0 which the Commissfon xefers 1z ite decision. of
Fedbruary 8, 1914. A portion. of applicant®s line of railway hes boen
relocated. The testimony of Mr. 2. J. Xallright, applicant’s’

qh;.e:ﬁ oungineexr, shows that expensive coratruction and & graat many of
't.‘:w proposed fgcilitles have been eliminated: that originslly it was

.planned to put in concrete portels and comecrete liningas in some of the

‘“unnels but since timber portalc and timber linings kave been decided
wponr; that in Carrise Gorge & mumboer of temporary stmctuéos agve been
detormined wpon and the “wanel work in the Gorge reduced' approximately
40 per cen“;: that the wid.‘::b. of the roa.d-be&. hes been reduceld Lrom 20
foet to 18 feet, and, in £111, :f.’rom 18 feet to 16 ZLeet; that 75 _pound
rell hae boon substituted for 90 pound rail om the mouxtalin s-ection;‘
that a chegper class of conatruction has been adopted for terminal
~acilities; thet considersble smeller shonms will be bduilt than was
originally plesned; thet 1ess' tracks will be put in the yards than
was contemplated In the first eatimete and that dock and wharf facili-
ties for which in the origimal ostimeto $452,800.00 wag sllowed will
nor be elimirstel altogether Lor the resson that tho company has a
tmohago agrooment with the Santa Fe which will eliminate the dock =xd
wharfage facilities. I am nrot 3affi..g that thege changes are unwise
and unwmunted in view oL present condivions but merely call attone
tioxn thereto for the purpose of indicating thet appliqm‘t has wodified
£t construction stenderd. lr. Ksllright believes that with the
changes sggested by him, applicants line can be completod. vpr.’a.or_.lto
Juze 30, 1919.

| The testimony chows trat J. D. & 4. B. Spreckels and
the Somthern Pacific Compeny kave compromised the litigation relative
to tho owzershlp of the $2,000;000. commoz stock issued by San Diego
and &rizona Reilwey | Compeny and have enterod into an cgreement dated
Octobor 1, 1916 providing for tze :f:‘i:aa.ncin.g of the cona‘cmction of
epplicant™s lize of railwey. The sgreenent, ac emended, provf.dea that
the Southerz Pacific Company 8221l gdvence to the San Diego and
Arizone Reilway Company the money necessary after October 1, 1916 to

5.




completo the rallway from San Diego to Seeley axd. equip tho same, 3aid
eguipment nmot to cost over 370045000400, In return for such sdvances
Sax Diego & Arizona Reilway Compeny shell deliver to the Southern
Pacific Company its 6 per ceant 40-year Lirst mortgage bondsy the face
value of the bonds so delivered to be equal to the amount 0f the ad-
vences made by the Southern Racific Company subsequent to October 1,
1916, including intereat at 6 per cent ver annum from the date of
such advences to the ‘dolivery of the bonds. ' According to the terms
of the agreemont “he Southorrn Pecific Company and the Spreckele in-
terestis agroe to vay in caesh, iz equal amounts, &;430‘;-000.00: of bank
loans together with the in‘terest due on such lozns., ITn oxchmagé Lor
those payments San biego and Arizors Rallway Company agreos t0 deliver
to the Southern ?a.ciﬁc Compary and “the Sprockele interests an smount
| of its 2irst mortgage bonds equivalent to the amount pzid by the
respective parties. The ggreement further provides tn.c‘.: ron the ad-
vences by the Southern Paeific Company exd the Spreckels interects
prior 4o October L, 1916, shall be doducted the §2,0003000. of common
| stock issued snd the dalance refunded tarough thé izeue at pex of
7 per cent preferred stock. To summsrize the agrocment provides for
the refunding 02 the compeny®s indedtedness othor than dank loene up |
to Qctodexr 1, 1916 through the i3sue of common and preferred stook and
the rofundirz of the bank loans and advonces by the Southern Pacific
Company since October 1, 1916 through the issue of £iret moftga.ge &
per cent 40-year v'bbnds.

The advances by tho Southerrn Racific Company and the

Spreckels interests to Octobor 1, 1916 are roported in Exhibit "E"

ag Lollowssi-

Princinal Interest

Spreckels interest 33,497,766,00 & 350,04%.00

Southern 2acific Coxpany 2,8067,000,00 _1,112.000.00 ,
Total 53645156 25T, 0LZ 00 p

TMotel Principal end intorest $7,826,799.,00
Less Common Stock Lasued 2:000,000,00
To be refunded through issue of proferred siock . 5,526,199 400
Preferred stock to be issued to Spreckels interest 2,E47,799.,00
Proferred stock to be issued to. Southern Pacific Co. 2,979,000,00
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The bank losns and accrued interest to be refunded
toxrcugh tho issue of bonds, a8 per request of applicent, and the a.d.-'
vances by the Southern Pacific Compeny Zrom October 1, 1916 to June
30, 1918, as woll as the estimeted sdvanées which are necessary %o

complete the road sre reported in Exnfbits 5, 4 and 6 respectively
ag follows:

Bank loans ~% peid by Soutkern Pacific Company, - :

% ¥y Spreckels interests,.. .o o $1,430,000.00
Interest thereon to June 30, 1918, cccccenccnsas 530,178.00
Advances by Southern Eacific Conpany from

October 1, 1916 to June 30, 1918, cccncccnaa 2,592,930.80
Interest on said sdévances from Jonuwary 1, 1918
'tO Jme 30’ 1918’---~ ................... - 56,129-40

Estimeted advances necessary to complete roa.a., 2,439,880.00
Zstimated interest accruals prior to completion

Or I'O&d.,.....-.-......---..-.--.--.--.-;..- MQ’OO0.00'
Total to be refunded through the issue
of bonda,.........@')‘ 289, 088.20

Assuming the Rallroead cQﬁndssion grants the supplemental

petition now pending before it, spplicant will have outstanding
stocks and donds as follows: |

comon StOCk,.------.--------.--.-.------ ds.2’,ooo,oo°too
He err&a. StO‘Ck,---.--....-...-..-.---..-.---. 5,826,?99.00
BOD.&B,-.---...--.-'----.---.-------.----.----.-- 7,2.89J088020

Qo't&l’ .--a.-lu.-.-..u----.-----.&5‘,115’887.20

Amovnt of cash sdvanced dy Southern Racific
Compeny and Spreckels Interests, to June
30, 1918, exclusive of Interest, as per
ep lice.nt 3 regor'ts,...................... 10,354,906.00
Add estimated cost To complete,cencec... cevan %4394,850.00
Total Princivsl, ... 412,794,756 .00
Lesz bonds which espplicant proposes to issue, _7,289,088.20

» » -~

Iz srriving at the £5,505,667.80, no account whatever was
teken of interest during construction. Applicent has issuned
$2,000,000 of common stock and now proposes %o issue $5,826,799.00 of
7 per cpnt preferred stock, which would mean tThat &pplicanp's
.‘;:'2',-826,799 of stock wonld be issued on & dasis of 70.3 per cent with

2o allowesnce for intoerest during construction. Jot wntil the roald

—7_




is completed can the Commission determine how much interest shall

Pe charged 1o capital sccount. Any interest dwring constﬁction
allowed hereafter to be charged to capital accomnt will go to in-
crease tre invesiment sgainst whick stock is hérein suthorized to
be igcumed and will, of course, increasse the Cfigure ageinst waich
the stock is being iscued. Any interest which the Comxission
may horeafier allow %o be charged to capital account shall not be
urged as & resson for the issue of additionel stocks or bonds.

I do not bolliove that the é.momtrof securivies which
applicant desires to issuo? taling into consideration tiae facte
ané circumg.ta.nces surrownding the construction of this line of
reilway end the further fact that neither the Syrecikels Interects
nor the Southern Paclifiic Company intend at ’cb,is tine to sell any
of the stocks or bomds, is unreasonsble. It %8, of course,
wndorstood that only such an amount of the stock and bonds herein
suthorized will mow be Lssued a8 may be necessary to pey or refwnd
spplicant’s indebtedness payadle to the Spreckels interests or 4o
the Southern Racific Company, and that the romsinder of the bonds
will be issvoed from time to time to The Southern Ea,c'-”ﬁ.c Compeny
to ;oa.y or refund advances by the Souphorn Racific Company to the
Sax Diego and Arizons Railway Company pursuent to the terms of #he
agreement attached to the supplomontal potition herein and marked
Txpibit "a¥.  In its decisfen of Februsry 9, 1914, the Railroed
Commigcsion refers to the testimony relative to tae ea:mings of this
road. A% the recent hearing, no additional tevtimony wes intro-
duced oxn this point. Until, and even after the rosd is comple-
ted, the esrnings ere prodlemstical. Taie 18 o development enw
terprise and there 15 1o moand by which I.can determdne its ear-~
pirge with any &egree of cortainty. -Both the Spreciels Inter-
ests and the Southern Pacific feel confident taat the road Will

pey end kave chown thelr confidence by izvesting several nﬁ.llion




dollars =nd by tvaking the securities now authorized at par with
no intention of solling them to the public.  The Southern
Pocllic expects 1o invest more than $2,000,000 additional to con-
plete the road.

I expect apvlicant to o::pedifte in every way poesie-

ble fhe completion of its line of railway amd ow proceeding on

the theory that the line will be completed before June 30, 1919

. As said above, applicant asks suthority to oxec'u:co
2 morvgage 1o tho United States Mortgege & mms'b Compeny: to secuxe
the payment of ,,12,900,000 of Lirst mortgage 6‘ per cent 'bond..,;paya—
ble July 1, 1957. Heretofore the Raili'da.d Comission authorized
epplicent to execute to the Unifoxm Wrust Company of San Fra.nciscé a
nortgage 4o secure the payment of $25,000,000 of S por cent éo-yoa_.:r
'lqonds- Applicant reports that Lts Board of Directors and ite
. officers have procured o satisfaction of the nortgege delivered 4o
the Union Prust Compeny of San Frazeisco snd the re-conveyance to
applﬁcant of the properties lescribed and conveyed Ln said mortgage;
- ke mortgsge which spplicant mow proposes to execute covers the
stock of the Compenis dol Ferrocerril de I1jumane y Tecate, S.A.

T horewith cuwbmit the following form of Order:

PIFTEENTHE SUPDLEMENTAL ORDAR

SAN DIEGO AND ARIZONA RAIIWAY COMPARY having applied
to the Railroad con:mis ion for au*hor.x.ty- to execute 2 mortgage and
“co issue 'oreferred stock and bounde as indica:ted. in. the foregoing
Opinion, & public hoaring having beer held, and the COmiss;on
belng of the opinion that 'che’ money, property or labor 1o be Pro-
cured or paid for by such issue Is recsonadly required for tae
PUTpO8O Or PUXpPOSOS specified in the Order;

IT IS EEREBY ORDERED that San Diego and Arizons

, . A
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Railway Compeny be, snd the same is horedy, authorized to exscute
2 mortgege substantislly iz the same form a3 tae moz- vgage f£iled
in this proceeding on June 3, 1218.

T IS IZEREBY FURTHER CRDERED that Sap Diego and
Arizone Rallway Company be, and the same is ﬁem‘ny, granted suthori~
ty to issue mot exceeding 4:5,826“,?99 00 par value of its 7 per cent
cumulative proforred stock and not exseeding $7,289,088.20 of its

6 per cent 4£0-year bonds upon the foliowing conditions and mot

otherwise:

1.-- Tze stock herein authorized 4o de Lessued shell be issued
t0 JoDe & AB. Spreckels and the Somthera Pacific .'
Company for 'che Purpose o:f pa.yins or refundiing in
part the aavances made by J.D- & Aede Spreosels and
the Southern Pacific Company yrior to Octobver L, 1916,
pursuant to the terms of tho agreement attached to the
supplemental petition ‘az.:«d. warked Exhibit “AV. ‘

 §7,289,088.20 of bonds herein suthorized to 'bo'f.ssv.éa

shell be 4Seued to J.D. & A.B. Spreckels and the
Southern Pacific Company for the purpose of paying snd
reZrnding advances msde by J.De & ABa Spreckels axnd
the Southern Pacific Company to pay baxk losns and to
2spance the constructior of applicant’s line of rail-'.

way subsequent to October 1, 1916, pursusnt to the

terms of the agreement attaciod to the supplemental
petition and merked Bxhibit "AT. . e

, approval herein given of said mortga.se is Zor the pux-
pose of this procoeding only a,nd an approval in so far
a8 this Commission has jurisdiction under the terms

of the Public Utilities Act snd is mot fntended o6 an

Cy
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approval of said morigage 88 to such other legal reguirements o

waich said morigage may be suwbiect.

bom The anthority horein granted to Lssume stock and dbonds shall

not be interpreted as asuthorizing applicant to charge to capiteld
sccount eny interest during construction, -the amount of intereat to
e so cherged will be determined hereafter upon the completion of

applicant’s line of railway.

Davm Sen Diego snd Arizona Railwey Company shall keep sevarste,

true and sccurate accounts showing the receipt amd application in
detail of tho proceeds from the sale of the bonds and stock herein
anthorized to be issmed, snd on or defore the twenty-fiftk dey of
each month the company shall make verified roports %o the Commission
ip sccordance with this Commission’s Genoral Order Number 24, which
order, in 3o Lfar as applicable, ic made & parf o2 this Qrder.

Somm Tho authority herein granted shall n'ot vecoms effective until
a.pnlicant has palid the feo preserided by the 1='::z.‘s::1.5.c Ttilities Act.

7emm The suthority horein granted shall aprly only to such bonds

snd such stock as may be Lssued on or vefore March .”.’»Q, 1919.

The :ftoregos.ns Piret Supplomental 0pim.on end Fi.fteen'bh
Supplemental Order are horeby approved snd ordered 25708 as the First
Supplemental Opinion end T{fteenth Supplementel Order of the Railroal
Cormisaion of the S'ta.'t;e of Celifornis.

Tated at San Francisco, ca.liforni.a, 'tm.sd // Z#" day

of October, 1918.




