ORIGINAL

BEFORE THE RAILROAD COMMISSION OF TEE STATE OF CA.I»IFORNIA.

In the matter of the application of

CLEAR LAKE RAILROAD COMPANY for an

order authorizing the issue of bonds Application No. 651.
£ +he face value of $500,000 and

ca.pital stock of tke paxr value of

$200,000.
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Haven and Athearn a:nd. F. G. Athearn for applicant.

THEELEN,Commiasioner.

SUPPLEMENTAL OPINION.

In its order heretofore .rendered on Ootober 29, 1913, 4in
the above enti‘tled. application, this COmmiesion cond.itiona:l.ly author-
ized Clear Lake Ra.ilroa.d Company to iseue ce::ta.in 3toc}: and’ bonds 2oz
vhe purpose of cons‘.;-ructing o standard gauge reilroad from a junction
with the line of the Northwestern Pacific Railroad Compeny at Hopland,
in Mendocino comty, to Lakeport, in Lake county. The..'a.pplicam wag
directed to present to tre Commigsion a detailed fimsncial plan in
accordance with the teorms of the Commission's oxder, ; whereupon it was

' contempla:tod that the Commission would 1lssue a si#plemcnté.l_ Qrd.erfa.ggh-/r
d’-’f‘ g

R

orizing the issue of ‘cho required stock and ‘bond.e. e
' Applicant has now presented to 'chis Commiseion a :.'cvz'x.sed
estimete of the amount of money necessa.ry to comple‘ce and eq.nip
its line of ra.ilroa.d for operation. This esiimate vr..eprepa::ed by
F. T. Robson, Wwas introduced at the hee.ring a8 applica.nt' 8 Exhi‘bit No.l,
and reads as followe: '




Estimate to complete and equip for cperation

the Clesr Lake R. R. Co.
between Honland and Lekepoxt.

Rights of Way
Grading, Clearing, etc.
Tuznels
Steel Trusses
Pile & Frame Trestles
Culverts .
Ties 65,000 @ 45¢
Rails :
Track FPastenings
Track laying & Surfacing
Roedway Tools
Penclug R oL W
Crossings & Signs
Telephone |
3tation Bldgs
Platfoxms
Shop Bldg & Eng. House
Shop Machy & Tools
Water Stations
Foel Tank 5
Engineering & Supte.
. Lew Expense
Staty & Printing
Insurance
Taxes
Overhaul
Equioment, cost of
1 Loco. 1 Comb. Car
1 Coach
2 Box Cars -
Contingemcies -




Appiicant's witnessez testified that it would be impossible
%o sell capital stock in excess of $50,000, par value, and that suqh
_‘aalea'could be made only on the condition that payments on stock might
.‘be‘madz in installments, the last inetgllment t0 become due when con-
atzuction én the railway should have been completed. Applicant aeks
authority also to issus ptock of the par value of $25,000 in exchange
for a one half interest in the lake frontage on Clear lake, in iake
coun;y, belonging to khe Yolo Water and Power Company. An agrecment
has been reached between the two companies by which this property is
t0 be exchanged for capital stock of the paxr value indicatod. Appli-
canz is of the opiﬁion that this property will Ee wo:th_cohsidezdbiy'
over §25,00C to the Railroad Company for its purposes.
| Applioaht states that it expects to be ablelto qell ite
bornds of the face value of $500,000 so as to net not less thén 5@%‘01‘
their face value. No sale of these bonds has’as vet bden coneﬁimaie&.
Tke Northwestern Pacific Railroad Compeny has already agreed to take
bonde at 844 of their face value wp to the total face value of
$100,000, if necessary, in payment for secord-band rails and fasten-
inge whick it will furnishk in ap amount sufficilent for the pu:poées
of the Clear Lake Railroad Cempany. Applicant's witnesses testified
that, in their opinion, the Company would be able to secure & guarantee
of +he paymcnt of interest on the bonds during at least the fiiét
three years after the ocompletion of comsiruction.

. The applicant expects to oonstruét-ita rallway on force
accouxnt, raying to the contractor the cost of the fork plus 12%, which
percentage includes confractor's profits, engineéring and the,ﬁaxket—
ing of the bonds at 2t least 84% of their face value. Applicant ie
negotiating witk a large constéuétion coxpeny waich hes considerable.
equipment now lylng idle, and which 1s desiroms of putting its equip~

ment to work in cometructing this line of railwey. In order 1o make

sure that the money which zpplicant estimates wili be necessaxry o

complete and equip ite line of rallway will not weasureably exceed
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'applicant’e estimate of $470,000, the contract for the performence
of *bis work should include a provision for a maximum cost, Whickh
shouvld not be exceeded. An adequate pﬁovigion showld be made for
securing compliance witk this cordition. |

On the basis of a cost of $470,000 or thereatouts to com-
- plete the work, and equip the railroad; the relation between fhc.falue
of tkhe property and the face value of the bonds shduld'bé resgoneble,
provided that arrangements are made to retire xxm bonds of the face
value of $200,000 withir the first five years after completion of the
reilvey. The Northwestern Pacific Railroed Compenmy bas agreed that
it willléell to Clear Lake Railroad Compary within'the first Live yesxs
~after construction is completed, the bords t0 be issued %o Northﬁeqtein
Pacific Railroad Company at exactly what they cost the Railzbﬁd'Company,
0ot to exceed 84% of their face value, together with any accrﬁbd‘intei-'
est. The order‘in'thic,proceeding will contadin & proviaidn'for,the-
retirement of bonde of the face value of $100,000, within the first
five years after comnstruction is completed.

I subnit herewith the following form of supplemental order:

SUPPLEMENTAL ORDER.

CLEAR LAXE RAILROAD COMPANY hoving applied to the Railroad
Cemnmission of the State of Califormia for a bupplemen:al order in the
above entitled proceeding, and 2 public hearing having been held and
the Commicsion finding that the puzpoeeé for wkbich the proceeds of the.
stock and boands hereirefter authorized %o be\issuedjazé to be used are
not in whole oimin pg:t reasonably chaxgeabie to operating equnees or

10 incone,

IT IS EEREBY ORDERED that Clear Lake Railroad Compeny is
hereby authorized to issue 75C shares of its coﬁmon cepival stock,
kaving 2 par value of $100,00 each, end $500,000, face value, of

bonds, to bear interest at the rate of 6% por annum, to be secured by

a ceed of trust or mortgage wpon all the property of the Compeny, upon
the following conditions and not othexwise, to-wit:

1*— n‘. "?
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Le. Clca.r Lake Railroad Conpany sb,all sell ito sald capi-
el stock in the amourt of £ifty thousand dollazs (¢5¢, OOO) 80 a.s to
net said company not less the:n the pa:.' value thereof, and mzay issue
its sald capitel stock of tke par. value of $25,000 in excha:nge foz'
property of tke Yolo VWeter and Powe* Compaw, 28 hereinafter ind.ica.ted.

2. lear Lake Railrcad Company shall/sf&g' said bonds 20 as
to zet sald company not less than eighty-four (&%) per cent of the
face value thereof, together with acerued interest.

- 3, Clear Lake Reilroad Compary shell ‘use the proceeds
of said stock of the par value of $50,000 and of said bonds. only foT
tke purpbso of constructing its proposed line of :ailroa.d between
Hopla.nd_ and Lakeport for the items which appear in thé co"ét‘ é'amma.ry

prepared by applicant?s engineer azd e.ppba.xing in the supplemental

opin.’z.on: ﬁhich precedes this order, and shall issue sald stock of the
par va.lne'of 425,000 only for the purchase of a one half interest
in the 1a.1:e frontage of Clear Le.lce, in Lake county, Ca.liro:mia, belong—

ing to the Yolo Water a.nd Power Com:pa.ny. .
L, Before any of sald stock or bonde shall be 1osued.,
Clear Leke Reilroad Company shall present to the Railroad COmmissipn
fo= its approval, & plan 'by which 31:50.,000 of its capital stock shall
be subsceribed and pald for in full prior to the con&pletion of: appli-;
© caxt's line of reilroad, whbich amomnt of capitel etock shall be in '
gddition to the capitel atock already subscribed priox %o the date
of this oxder, and: aha.ll algo be in a.dd.ition 40 the oapi‘cal atock to
be Lssred to the Yolo Water and Powe* Company.

- Clear Lake Reilroad Company sball also presest & plan ‘by
waich the interest on the bords herein authorized o be issucd may be
waived or guararteed for & period of not less than three years in )
‘oa.se, and 4o the extent, that applicantts line of ra.iiréa.d. nay be -
unable to earn both cperating expezses and interest on the outstandirg
bonds, if there be such necessity. |

5. Before Clear Lake Railrcad Company may issue any'of
the bonds heredy autborized, it shall present to the Railroad: Coﬁmia—

slon and secure ite approval of o trust.deed or mo::tg:a.ge of its p::ope:rt:y
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to secure said bonds, whiciz trust deed or mortgage shall, among others,
contair satisfactory provisions for the retirement within the first
five years after comstruction shail have been completed; of applicant’s
bonds of the face value of ome hundred thousand dollars ($200,000).

6. Before Clear Lake Railroad Compeny may issue any of
the gtock or bords heredby authorized, it shall present to this Commi g~
sion for its approvel a contract with a :eeponaibie contractor, a.gr'oe-
ing to fuwlly completé and equip applicant's contexplated line of
railroad, on force abcomt. ‘on & commiseion of not o excef:d. twelve
(12) per cent of tde cost, this commission 4o include contractoz’s
profit, engineering a.nd gale of the bonds to net apﬁlica.nt" not less
than eighty—four (814-) per cent of their paxr value plus accrued intez-est,
and this contract shall contain a provision for a maximim swum saxie-
factory to this Commission, which the contractor e.green, unde:_su::fi-
cient surety, to ::epresent‘ the maximum cost of the railroad.

7« After Clear Lake Railroad Company shall bave p:esented
to the Railxoad COmission a satlsfactory plan fox complying with the
conditionse here;nbefore specified, ‘che Ra.i.;,r_oa.d.ﬂommission will iasue
its supplemental order, specifying the necessary conditions and con-
taining the usual provisiom witk ::e.ference to accounting, time limit
for lssue of atock and bonds and payment of fee on bonde.

The foregoirg axabjpl’emental opinion and order are hereby
approved and ozdered £iled ae the supplemental. opinion and o::der of
the Railroad COmmiasion of the State of Celifornia.

Dated at San Francisco, California, thig /44A day of Xay,
191%. '

Commisslonexs. . =




