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BCPORE THE RATLROAD COMMISSION OF THE STATE OF CATIFORNIA

In the metter of the applicastion of
the CILEAR LAXE SUSPENDZD MONORAIL
COMPANY for on orxder authorizing the
is suance of stpcks sexnd bonds, and the
CLEAR LARE RAJIROAD COMPANY for =n
order authorizing the sale oi assets
t0 the Clear Lecke Suspended Monorall

Company.

B ETON vosoaa

Application No. 2219

e et e St B e Vi S

Chas. L. Brown for the Clear lake Susgpended
Moporail Company and for the Clear ILake
Reilroad Company.

GORDOF, Commissioner.

This 18 a 3oinc application by the Clear lake Suspended
Mono:ail Company, hereina:fte.r referred to a3 the Momorall Compsany,
and by the Clear Leke Reilroad Compeny, hereinsfter referred to
‘a8 the Railroad Company, in which the Monorail Compeny &asks the
authority of the Commiazsion to iasue certain stocks and bonds and
to buy ocertein asaets of the Railroad Compeny; and in which the
Reilroad Company asks pexrmission to sell its assets to the Mono-
rail Company.

The Monorail Company proposes to congtruct and operate

a line of railroad between Hopland, Mendoecino County, and Lakeport,

Lake County, via Kelseyville, Lake County, of an estimated length

of 24 miles.

The Monorail Company was incorporated in Celifornia pn
March 23, 1916, +to construct and opersate, as a common carrier of
passengers, oxpress, freight, and pail, o suspended monorail rail-
road line between the points named. Its capitel stock Is $50,000,
0f which %26,;400 has been subscribed for and 10 rer cent peid into

the treasury of the corporation. The remeinder of the subscrip-
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vion is subjoet to call from timo to time.

The Monorail Company asks the Commission for authority
to Issme 1ts ctock to 1ts subscribers to the extent of its
suthorized capvital stock; namely, the sum of $50,000, under con-
ditions whick will later be discussod more fully, and to issue
its 40 yecar 6 por ceznt varticipatirng gold bords in the sum of

$900,000, the proceods of the btonrd iscue to be used £or the

purpose of comstiructing the roads A hesring in this applica-

tion wes held in Iekeport on May 11, 1916.

“he profoct of a railwmosd from Foplanmd to Lakevort has
horetofore boen the subject of a decicion by this Commisesion. Im
ipplicction No. 651, the Cloar Leke Railroad Conpeny, one of the
vartics v¢ the prosent smplication, asked Cor anm order suthorize
ing the igsue of bonds of the foce value of $500,000 and capital
stock of the per valuo 0 $200,000. This matter was decided
on Qetobor 29, 1913, Decluion No. 1046 (Vol. 3, Opinicne ond
Orders of the Rollroad Commission of the State of Culifornia,

Pe 817)e In that decision, and im & surplementel ome of May

14, 1914, (Decision No. 1507 Vol.4, Ovinions énd Orders of the
Reilrosd Commiscion of the State of Colifornie, p. 989}, the
Commicsion suthorized tho Raillirosd Company %o issue, for the DUL-
poze oI constructing & surfece stendard gauge sSteam reilroed,
capital stock to the var value of $75,000 snd $500,000 faco

value 6 vor cent first mortgage bonds, under conditions as set
forth in saild Decision No. 1507, to which rofer&ﬁco Is howedy
zadee 4 concidoreble amount of grading on the provosed line

wes done prior to tho anwplication to the Railéoad Commissione The
Railroad Compeny, however, waz uneble to comvlete its finmancial
arreagoments £or the sele of its socurities,construction stoyped,

with the result
and no work nas beer doxe since the Zsll of 1914,/ +that now the




Railroad Compeny 13 willing to avandon its projeet, sell its

aggets, and go out of existence.

Apﬁlicant, the Monorasil Compeny, nbw proposes to give
reilroad fecilities to Lake County by means of & new method of
transportation not at this time in genersl use anywhere ir this
country. It is stated in the epplication thet the Monorail Com-
pery will operate under a license issued by . C. Mlller to
P. D. Flint, one of the directors snd promoters of the Monorail
Coupany, for "all of the righte and privileges in the use of his
designg, deteils, specificationsg, trucks, etc., whether covered
by patents, epplications for patents, or patents hereafter to be
grented. ™ Undor this license the Monorail Company proposes
to build a type of bridge comstruction with wood, steel, or re-
inforced concrete towers set on concrete bases, where, suspended
from & special I-besm rail Lestemed to & steel crogs-arm, &n
electrically driven suspended car'wﬁll dperate approximately
10 to 20 feet smoove the surface of the ground.

In exhibits introduvced at the hearing, the proposed
type of comstruction is deserided iIn fmll and certain sdvantages
are claimed over standard surface railroed consiruction.

The Miller license is made a part of the applicetion.
One of its provisions calls for 2 building roysltiy of $1000
per lineal tower mile to be peid to M. C. Miller or his assigns
for each mile as it is constructed.

The right to operate under the license iz made con-
tingent upon the adoption of the system of financing devised
by M. C. Miller. |

This plan, according to the application, is of "s
revolutionary cherscter and designed to remove the stigma
attached to railrosd securities.”™ In its essential paxts,
however; it is merely & plan for finsncing by an issue of
participeting bonds, stock to be issued only after all the
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bonds are retired. It is proposed to finence the entire con-~
struetior by the issuance of 40 year 6% semi-annual perticipeting
bonds.

®he plan then provides that after the road kas been in
operstion for a year and every expense 0f every kind and nature
shell have been paid, including texes and interest, and provision
ghall heve beer mede Ffor sinking and emergency funds, then the

of not ocarninks

portion/remainiﬁg shall bo divided into four perts, namely,

a~ 20% %o the account of Leke County, in payment of
franckises.

20% to the bondholders over and sbove iInterest
ox the bonds.

204 to the employees of the rosd over and above
tholr regulear wages.

40% %o the operating compsny over and sbove the
reguler selaries of the offlicilals of the road.

The coxmon stock of the Monorail Company of the

authorized per value of $£50,000 is to be divided into two parts,

asceording to the plan presented.

1-  $26,400 par value subscribed by the stockholdexs of
the Monorsil Compeny, this stock to be sur-
rondered into the treasury of the corpora-
tion after it hes been issued, and %to bde
exchenged for first mortgage boxnds, except
that one share sachk shall be held for the
purpose of qualifying directors.

2- The remeining $23,800 par velue to be igsued and
pleced with the trustee for the benefit of
the stockholders of the Clear ITake Railroad
Compsny, in considerstion of the transfer of
all of the letter corporation®s rights of
woy, property snd franchises.

Provision is mede also for an option by which Leke
County mey at some future date acquire and operste the railroad
properties.

TWith reference to estimated traffic, earnings and
operating expenses, the Monorail Company refers to the former
evplication of the Cleer Leke Rsilrcad Company tApplication

651), to which I have heretofore called attention. The
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traffic estimates are besged entirely on the data considered
by the Commission in connection witk that applicstion. There
ig, however, submitted to the Commission & revised estimste

of annusl operating revenues and expenses, as follows:

Barningsr

50,000 tons freight in and out @ $4.0C 8200, 000
35,00C Pzssengers ® $3.00 round trip, 105,000
Yail and Express, 13¢ per passenger mile, 10,000

[ M

Totel $315,000

Operating Expenses:

Irterest oz $900,000 Bord Issue € 6%
Sinking fund, per cnnum
Emgrgency Pund, per axnum,
Renewal, upkeep, bdetterment, repairs
Texes,
Insurance,
Power for 365,000 car miles (annual)
Office expenses, printing,
Help 1 track man 1,825
& sgents 7,300
4 motormen 7,300
4 conductors : 7,300
2 extra men 3,650
5 officers~ including
auditor, secrotary, .
menager, 15,000 42,375 155,625

Net | $159, 375

It would appear thet in accordance witl this estimate
the Monorail Company figures on & net revenue, efter interest and
sinking fund reouirements, of spproximately $160,000 per amunm,
on the basis of an operating ratio of sbout 50%.

There was filed st the hearing, as an exkibit, &

statement showing the assets of the Clear Lake Railroad Company.

m™is statement Shows <hat on March 31, 1916 a total of $85,954.93 .“

read been spent for the construction of the standerd gauge stean
road proposed by the Railroad Compsny. According to the in-
ventory made by the Monorail Company, items consisting of

engineexring, rights of way, fencing, snd office eguipment of &




totel value of $23,904.85 can be usefully cmployed in the conmstruc-

tion of the Xonorail railrosd. As to the principal items of
expenditure by the Rallroad Compeny, such as grading, bridsing, ete.,
it is stated that the Momorsil Commany does not gctuzlly demand suech
work, and these items are therefore not included as assets in the
inventorye. It is 8lso provided trhat the 0ld company will qlear up
its outstanding indebtedness belore the transfer of 1ts assets shall
occuT.

Commissioner Thelen In hic opinion in Decision No. 1046,
horetofore referred to, went exhaustively into the history of the
tronsportation situation in Lake County, and the Commission in
that decision, in its anslysis of existing and prospective traffiec,
both pessenger end freight, camo clearly to the comelusion that

there is now a very considerable traffic in and out of Lake County

gnd that & large ineresSe mey confidently ba awpeetad if om of

the projected railway enterprisens could be carxied %o a succesafwl

coﬁclusion.

The proposed suspended monorsil railrosd intends to
moake use of principles and types oX construction that are not
now in existence for railrosd purposes snywhere in the United
States. Thig particular type of rallroad construction has,
howevex, beer used in Germany for at least twenty years with &
groat degree of safety snd apparently with considersble success
from & transportation and business point of view. It is neces~
sary to add that conditions on the momorail lines ebroad, witk
reference %to density of population, tovography, traffic, and other
{mportent matters, are not enalogous to this project.

The question of cost of construction was thoroughly gone
into st the hearing. OCriginelly the applicant figured on an
ostinated cost por mile of from 230,000 to £35,000, and the amount

of bonds to be issued under the terms of the application evidently




wag determined upon that cost vasis. The cost estimate first
submitted by the applicant did not contain sulficient detalls to
permit of oven a superficifal check, and the Monorail Company, upon

the engineering department’™s reguest, submitted 2 more detailed

estimate which is now part of the record. This estimate follows,

as far as possible, the classification of construction expendi-
tures for electric railways and reaches & grand totel, for the
proposed 24 miles o2 road, of $1,223,904, or slightly in excess
of $50,000 per mile. This estimate follows:

Engineering and superintendence 50,000.00
Rgils, 320,310.00
Rail fastenings and Joints, 1,320.00
Progs and switches, 4,000.00
Steel for towers, 537,900.00
Plle and frame trestles, : 1, 304.00
Signsal epparatus, 2,500.00
Toelephone and telegraph lires, 1,296.00
Distribution systen, 45,878.00
Shops &nd car houses, 1,450.00
Stations and waiting rooms, 2,000.00
Pasgenger and combination cars, 40,000.00
Frefight, express snd mell cars, 23,200.00
Sexrvice eyuipment, 2,000.00
Shop equipment, 3,000.00
Substation duildings, 400.00
Substation equipment, 15,000.00
Interest during constructlon, 15,000.00
Discount on bonds, 120,000.00
Taxes, 10,000.00
Miscellaneous 3,542.00

1,200,000.00
Add property to be purchased from
Cleay Lake Railroad Conmpany. 23,904.85

%1,228,904.85

In the Commission’s decislions Nos. 1046 and 1507, slready
referred to, the cost of a surface standard gauge steam rallway of
the same length, including ewmirment, was estimated variously from
$470,000 to $680,000, depending upon edopted standards of construe-
tion. It is clear, the:efore, tkat suspended nmonorail construe-
tion 18 considerably more oxpensive, mile for mile, than a standerd
gauge road could be duilt for in this territory; dbut it devebyped

at the hearing that even the revised estimate of over $50,000 per




nile is based on zltogether insulfficient data and that no really
relisble estimate can'be made until definite location surveys A
heve beoxn completed, definite standexrds of comstruction fixed upon,
specifications drawn up, and sufficlent details compiled to permit
‘of detinite bids from responsible contractors. 4 suporficial check
by the Commission’s engineering department of the estimates sub-
mitted by the Company hes led to the conclusion fhat it will not be
possible to build thisc proposéd type of road for less then $60,000
per mile. |

If this is true, the amount of securities asked to be

guthorized will not realize sufficient funds to complote the xoad.

It does ot seem necessary at this time to ge furthberx
into the guestion of tre cost of comstruction.

According to the estimate of traffic end earnings made
by the Monmorail Compeny end ebstracted heretofore iIn this opinioxn,
the Compeny expects to operate at a ratio of sbout 50%. When 1%
i{s remenmbered thet established steam end electric rallroads in
more thickly settled territory in & mejority of cases camnot
operate at Detter tham with a 70% ratio, and some smaller roads
with ever a less favorable peorcentage, & close scrutiny of the
figures submitted seems necessary. Assuming the figures of
freight tonnsge and tho numbor of passengers to be ressonsgble, it
appesrs that the freight rate is based ox approxinately 20 benta‘
per ton mile and the passenger rste on approximately 10 cents per
pagsengaer mile. Appiicant volieves such rates reesonable by a
comparison with the present teem ond sutomobile atsge rates. I
shall at this time only call attention to'fhe fact thet on no rail-
road, atesm or electric, in this state does the average freight ox
passenger rate approsch the figures unéerlying this estimate. Y
desire?iiocall attention to the assumption made in tkhe estimate

that with these rates the Monorsil Company will be able to eliminete




2ll posslidle team or motor competition, an assumption not borne
out by & situdy of conditions in other similar portions of the
Stete. Any decrease of tho assumed average rates or any de-
erease 0F the estimated traffic would, oL course, reduce the
total of expected sarnings.

Coming to tie ectimated expenses, I em of the opinion
that the”totai is greatly below the figure that will have to be
expected. It will only be necessary to yoint out the vrinecipsal
{tems ir which I believe the estimate is too low. Only $20,000
per amum 1s ellowed for "remowals, upkeep, betterments and re-
pairs.™ This figure, on the face of it, I1s unreasonabdly,low,
especially since it is to cover, as stated at the hearing, theA
item of deprecietion. This Item, with this particular type
of construct;cn, will be on exceedingly heavy oze. It developed
at the hearing, zccording to the testimony of the applicant's
witnesges, that the estimated life of the entire overhead structure
is assuwmed at only 40 rears. Texes In the estimate sre shown zt

$2,000 per ennum. The state tax slone on the estimated income

will Do in excess of $16,300. On the other hand, the estimate
Yargely

of anmel car pileage of 365,000 is undoubtedly}fnléxcess of what

should reasonably be expocte&;'while the cost of electric power may
be reasonoble.

It i closar fo me thet the nroloct cenmot under any
circumstences hope to have net earnings approackirg tre figure
showz In the applicstioz, end it is doubtful if operating expeuses
could be earnmed during the Tirs:t few yoars, to say nothing of
{nterest on bonds and sinking fund.

T o= forced to the conclusion that all of the estimates
submitted to thoe Commission, botk these for cost of comstruction
and those Tor revenue and ©Xpemses, are so bephazard and wsatis~
factory that it is impossidle to attach to them any conslderable
weight. It would appear to me thet before the Commission can
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give serious considerstior to any propesed plan of Ifinancing
these fundementel date mugt be worked up and submitte& in suck
shape end in such detall as to sdmit of x careful investigation.

Tne wisetigfaqiory GO0 [IGEIONTATY netmre 0f a1l wndey.

1ying data became Lnoreasingly clear at the hearing. It developed,
for instence, that the location of tho proposed Monoreil line, as
shown in the gpplication, follows exactly the location adopted

for tre standard geuge steam railrosd placed before the Commig-
gion ix Application No. 651. This‘location is governed by a

4% meximum grede linme and requires e distence of 24 miles between
Foplend ard Lekeport, whex the alr-line distance between those

two points is approximately 12 miles.

One of the principal advantagés 0f the suspended mono-
rall type of construction is supposed to be its abvility to dis-
rogard grades which would be ontirely excessive for surface
railrosd constructioxn. Attention was celled to this feature
&t the hearirg, and the compeny's ropresentative expreased his im=-
medizte willingness to change the line of location if such & change
srould, for eny resson, prove desirable. T cen only say that it
mugt be obvious ket eny type of reilroed constriction should seek
the shortest possidle line between points to be roached, commen-
surate with governing grades. And 1% nust be equally obvious
thet sny change in line distence must of necessity change all
construction estimstes and, to an extent, equally the operating

estimates.

Esving these fects in mind, it is my opinion that the
Comms ssion canmnot &t this time base.an intelligent opinion on the
location, construction end orerating dete submitted by the Mbno-.

rail Companye.

T 3o not desire in this opinion to go at ~ength into

the Millor lease submitted with the spplication.  Mr. ¥. C.

¥iller, tkhe promoter of this prodect and the lessor in the pro-
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posed contract, was s wiitness at the hearing and testified
shat as a matter of fsct he‘was not in possession of any .
oxclusive righte, leases, or patonts for the consiruction

or operation of this syctem of railroads. ©Ee testified
thet, as far as he was aware, anyone might undertake to
vromote =nd consiruct & suspended mororail reilroad.  The
witness 414 state that it was his intention to shorily mske
epplication for a pstexnt for an improvement of the now exist-
ing type of susponded monoxsil txuck.

Under these circumstances the subject of the lease
and of the specicl plan of financing provided for in the lease
cannot be oZf more then scademic interest.

It is c¢lear to me, however, even at this time tﬁat
the Commission should no% approve the proposed plan of financ?
ing.

The plsn in its essence contemplates that tke capital
shall Yo raised through sn issue of dbonds. The division of

profifa is important only in case there are profits to divide.

The Miller plan cmsuzes 7.44 por cent of the Invesiment before

profits can be reached.

Moreover syplicant hes no contract for the sale of
1te bonds spd its irtendod vlan of finsncing must remein a
matter of conjecture until it presents tangible evidence that
14 ecsn rTeise the amount of money required for the project.

Reilroad transportation facilities are neoded for
tke developzmont of ILake County.lani I would be willing o
recommend the suthorization of an issue of stocks end bonds
uwpon eay reasonadle railroed enterprise for this section of the
State if 1t were properly concelved.

mith reference to the particular plen placed before:

the Commission in this applicstion, it appesrs to me that the
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conzstruction of a suspended monmorail line of %ho type provosed
is foasidle, although in this incteonece it would undbubtodly bo

more costly then the ztendard type of sioam or electrie railroads

Je Rove vefore us estimates that o shanderd tyve of
gtoem rallroad can he built from Hoplexd to Lakoport Lor ap=-
proximately 3600,000, while tho ostimate Sor tho momorail

construction is $1,223,000, or twice as rueh.

It is my opinion that this Commission should not
stand in the way of experiments or developmernt of the nature
kore propoced drovided thaet those who have the fimancisl
8bility are willing %o carry the project %o comnletiorn and
with full understanding to assume the risks and lisbility.

I am of the opinion that this Commission should mot authorize
vhe sale of an iszsue of securltics, 1% it apvoars prodable

that the wndertaking will be started, lerge amounts of money
oxpended and thon the enterprise left wceompleted or shandoned.
It is my bellef that the poovle of Teke County, ard in fret the
neople of theventire svete, will de in accord with this view
ol the Commiscion, of no benefits con Ve galned by anyone, save
porhaps the promoters, by the starting and subsequent abandon-

ment of new wtility vrojects.

It 1s my recommendation, thereforo, that the Commission

do rnot guthorize the iscue, and sale of any stocks or bonds
upon the fragmentary and incomplete presentation of the Clear:
Lake Susponded lMozorail Company.

I believe that this apﬁlication, on the evidence pre-
sented to this Commission, should be denied, without prejvdice
rowever, to the right of the evplicant to rezew its petition when

it shall have complotod ita engineoring studles, ostimetes of cost,
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arrengel for the sale o2 its stocks and bonds and performed.the
other acts mentioned in this opinion as ecsentisl %o an asdequate

presentation of this metter.

T submit the following foxrm of order:

Clear Ieke Susperded Monoreil Company heving applied
to thig Commission for authority to issue stocks and bonds, 8nd

Clear Loke Reilrosd Compeny having spplied to this Commission

for an order suthorizing the sele of its assets to Clear Leke

Suspended Monorsil Company, and & hearing having been held and

thig Commission being fully edvised in the premises, for the

reasons stated in the foregoing opinlox,

I7 IS ERREBY ORDERED that tho same be and it is heredby

denied, without prejudice.

The foregoing opinion znd order are hrereby approved
ard ordered filed as the opinion end order of the Reilroad Com-

mission of the State of Celifornie. //
Dated at Sen Premcisco, Califorxnis, this /ﬂ"y day

%M /A,éw/

of June, 1916.
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