Decision No-+ q ,,\ E{ T; EB\HI

BEFORE TEE RAIIROAD COMMISSION OF
THE STARE OF CALIFPORNIA.

~=m 000 wmn=

In the Matter of the Application of )
¢.L. EOVEY, Recoiver for the ) Application No. 2585.
BOCA AND IOYALTON RAIIROAD COMPANY. )

A.E. Bolton for applicant.
Allan P. Matthew for A.R. Baldwin.

LOVELAND, Commissioner.

OPINTON.

In this application, C.L. Hovey, receiver of
Boca and Loyalton Railrosd Company, asks permission to sell
_and transfer the property of the company to A.R. Baldwin for
the sum of $35,100.

The petition herein.recites that on June 8§, 1915,
the Superior Court of Nevada County, in an action entitled
Mercantile Trust Company of San Francisce vs. Boca and Loyalton
Railroad Company, et al, appointed C.L. Hovey recelver of Bocsa
and Loyelton Rallroad Compsny; thet on May 11, 1916 s decree of
foreclosure was entered in said Superior Court of Nevada County
suthorizing the sale of all the properiy 02 Boca and Loyalton
Railroed Company to pay the outstanding bonded indebvtedness;
that on September 8, 1916 all of the property of the Boca and
Loysltor Railroad Company was sold to A.R. Beldwin foxr $35,100;
that on October 2, 1916 the Superior Court of Nevada County
corfirmed the ssle exd directed E.Z. Phleger, the commissioner
appointed in the proceedings, %0 execute to saeld A.R. Baldwin

s deed end conveyance of all the property of Boce axnd Ioyalton
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Reilroad Company.

Boco and Ioyalton Railroad Company was incorporated
Sentember 25, 12C0. The company owns & standerd gauge line
of railway extending frox Boca, located on the line of the
Southern Pacific Compary in Nevada County, to Eawley on the
line of the Western Pacific Railroad Compary in Zlumas County,
e distance of 42.35 miles. Between Hawley and Portols the
compeny orerates over the lines of the Western Pacific Railroad
Company, & disterce of 2.75 miles. It 1s an industrial rail-
way, constructed irn comnection with various lumbering enterpri-
£es. Most of the timber adjacent to the rallway has been eut
withk the result that during the past fow years the earnirgs of
the road have been inadequate to pay operating expenses and
fixed charges. The Compary reports revenues and expenses as
follows:

s 1914 1915

Operating Revenues $92,454.35  $74,704.43 $46,894.94

Operatirg Expenses 71,485.87 65,669.81 42,668.24
Net Operating Revenue 50, 946.48 T 9,004.62 T 4£,226.70

Tax Accruals 4,612.60 4,754.7TL 3,330.61
Operating Income or Loss $16,335.88 § 4,279.91 $ 896.09
Qther Income:

Hire of Lauipment - ‘ 2,6566.38 332.55
Miscellaneous - 124.99 210.44

Gross Income _ $16,335.88 $ 7,961.25 $ 1,439.08

S —————

Deductions:

“Hgire of Equipment,etc. § 1,530.62 $ 3,9%3.96 & 4,171.96
Tnterest on FMuded Dedt 25,970.00 26,388.48 23,361.66
Interest on Tnfunded Debt 827.02 891.20 930.36
Yiscellaneous - 8l1.60 273 .88

Total Deductions $28,327.64 _$30,206.24 $28,727.86

Net Loss $11,991.76  $22,333.99 $27,288.78
Appropriations to Reserve
Fand

30,000.00 %0,000.00 27,500.00
Loss for Year $41,991.76 £52,333.99 $54,788.78

Boca and Loyaltor Railroad Compaﬁy hags a bonded

inisbbodness of $412,000. The bends are dated 1903, bear

6% interest and mature in 1923. The payment of the bouds
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is secured by & mortgage and deed of trust covering all the prop-
erty of Bocz and Loyalton Railroad Company and the deposit in trust

of’$556.000 face value of Roberts Iumber Company bonds.

The ovicdence submitted in tkis proceeding clesxly
shows that the company as at present firanced cammot meet its
oporating expenses and interest.

' The holders of the bonds of the ralilroad have
organized & committes, which controls $560.000 eut of the total
of $412,000 of bonds outstending, or more than 87 per cent.

This committee consists of Frederick Baruch, H.P. Young and B.H.
Dibblee. _.It favors the sale of the railroad property to 4A.R.
Baldwin for $35,100. This cormittee, as well as C.L. Hovey,
the receiver, is of the 0p1nion thet a sufficient sum will be
reslized from the Roberts Iumber Compary bonds to pay the Boca
and Loyalton Railroad Company bonds in full.

The $556,000 face value of Robterts Iumber Company
bonds are, a8 reported by the bondholders committee, a first
1ien on the property of that company comsistlng of approximately
645,000,000 feet of standing timber, a lumber mill and approximate-~

1y 26,000 acres of cut over land, all of whickh has been appraised

by C.L. Eovey at $1,156,000.
The bondholders committee in a letter filed with

this Commission further reports:

"No steps have been taken looking toward
the sale of the $556,000 face value of Roberts Lumber
Compeny bonds whick are pledged to secure the payment
of the Boca & Loyalton Railroad Company bonds. A4 sult
has, however, bean filed to foreclose the wmortgage se-~
curing the Roberts Iumber Company bondg, and we under-
stand that this cuit I8 to be bdrought to & conclusion
as soon as possible after the amount of the deficiency’
judgment against the Boca & Loyalton Railroad Company
has veen fixed. This cannot be finally established
zotil it is definitely known whether or not the sale
of the Boca & Loyalton Railroad is to be copsummated.
It is vrimarily for this reason that the Bondholders
Committee is anxious that a favoradle decision in this
spplication be handed down at the eexrliest possible

moment."
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It is patent that the value of the Booca and Loyalton

Railroad Company property corsidered as a collection of rails,

tiea and parcels of real estate is in excess of $35,100. Mr.

Sachse, ohief engireer for the Railroad Commission, testified that
the "scrap value™ of the reilroad would prove 1o be very much more
than the suwm for which it was herein proposed 40 be sold. Ir.
A.E. Bolton, counsel for the receiver, expressed the view that the
vroperty has a higher "scrap value™ thar"golng concern value™.

Ur. Allsn P-Matthew, representing A.R. Baldwin, the
yurchaser, stated that Mr. Baldwin was reslly acting for the West-
ern Pacific Railrosd Company. In regard to the waluwe and disposi-
tion of the property, Lr. latthew said:

"So far as the value of the property is
concerned,~-- and this leads directly to your Eonor's
question,~~ I think Mr. Boltor is absolutely right
when he says it is doubtful whethexr it has any value
as a rellroad property. Your Honor will recall thet
when the Western Dacific property was before this tri-
bunal witk a view to determining what the up-set price
should be they did not take the so-called physical
value of the property or the scrap velue or any other
such criterion. The attenpt was to f£ix a réasonable
rrice on what it would earn as & going conmcern, dbut
Boca & Loyalton has no value from that poirt of view,
and so I teke it that a2t the sale of the property
there was simply o contest between the Western Racifie,
which corceivably could make some little use of that
1ittle line, and the junk dealer, and the Jjunk dealer

. was willirg %o go up to $35,000 and no higher and the
Western Pacific was willing to go f£ifty or a hundred
dollars higher them thet. Now I don't believe that
anybody having any Zamiliarity witk the rroperty of
the Boca & Loyalton would ever bid sanythirg more, dut
wnether they do so or not the proper place to make
thet objection, as I have stated, was before the
Superior Court of Nevada County. The ssle has been
confirmed and there has heen no objection and it is
too eexrly to say Just what the Western Pacific, which
will cvrobebly take the property over from Mr. Baldwin,
will &o with it. I take it they will make the best
use possible of 1t and operate it to such extent as
they may and then take up before this Commission such
questions as may arise in connection with the ultimate
disposition of the property as such. Certainly no
other institution than the Western Pacific could ever
hope to operate it.”

In reply to a question fron the presiding commissioner,

as to the policy to be pursued by the Western Pacific Railroad
.-




Compary in relatioxn to the Boca ard Loyalton Railroad Company's
road, Mr.Matthew answered:

"I would not want tc¢ answer offhand as to
the legal obligations dut I think I would say
this, if the Western Pacific acquires a going
concern, it is subject to all the disabilities
and obligations incldent thereto, and I take it
we would be under the necessity of coming to the
Commission and epplying for authority to discon-
tizue any service or abandon eny part of the
line we desired to adbandon; in otker words, I
think your have absolute control over the opera-~
tion of the road in the hands of Mr. Baldwin
or the hands of the Western Pacific, Just as
you have had heretofore in the hands of the
recelivar.” :

There are twe distinet issues invelved in this pro-
ceeding; first, that which vpertalns to the interest of the Boca
axd Loyalton bondholders, aend second, the obligation of public

service that go with the JC‘I‘Q.ﬁSfGl" éf th& Bﬂ@ﬁ Qm DOWIUUH
Propertys

It appoars that the committeo remvresenting the Boca and
Loyalton bondholders is sstisfied with the sale at the price named
and is convineced thet, in eny event, the Boca and Loyalton bondhol-
ders will bPe pald ixn full. They, of course, can ask no more
than thata.

No one aypeared In beralf of the stockholders of the
Boca 2nd Loyelton Rallroad Company and we may assume, therefore,

that these stockholders have no objections to advance bvefore this

tridbunal.

T think it is clear that the prospective purchaser of
this railroad property understandsthat his acquisition carries with
1t all of the obligations of service which now attach to the Boca

and Ioyalton Railrosd Company. It is cleer slso that the purchase

is being consummated at a figure wkich is so low that it would’not
be wholly justified if it contemplated the avandonment, Gismenmber-
ment snd sale of the comporent parts of the railrosd property.

While there is mo complete showing vefore this Commission as Yo

the iptentions of the Western Pacific Railroad Compsny, the ultimate
-5- R it ]
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purchaser, towards this property, I woumld be wawilling to recom-
mend that this Commission lend its sanction to the figure of
$35,100 a8 2 basia of sale were it to be abandonod forthwith as
ax operative ralilway enterprise and were the bondholders not other-
wise protected. While the finsl disposition of the property mst
ve determined on the state of facts which may exist, I am mindful
that the purchase figures looks to this property as a golng concerun
. rather than to the scrap value of its various parts. It is proper,
therefore, that the purchsser assume all of the obligations of ser-
vice which now rest upon this enterprise. The order will so provide.
I, therefore, recommend that the application be granted
and submit the following form of order.

0 R D E R.

C.L. Hovey, receivef of Boca and Loyelton Railroad

Company, having spplied to this Commission for authority to irans-
for to A.R. Baldwin for the sum of $35,100 the property owned by
Boca and Loyaiton Rallroad Company,

And s hearing having beer held ond it appearing to the
Cormission for the ressons stated in the foregoing opinion that
this application should be granted,

I? IS HEREBY ORDERED that C.L. Hovey, receiver of Boca
and Loyalton Railroad Company be given authority end hereby is given
suthority to transfer and deliver to A.R. Baldwin for the sum of
435,100 all the yroperty o Boca and Loyalton Railroad Company.

The suthority herein granted is grénxed upor the follow-
ing conditiors, and mot otherwise:
le- Within twenty days after the transfer heredn
authorized, applicant shall report the same to this

Commisaion;
2e= Within twenty days after the transfer herein
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approved

anthorized, applicant shall file a copy of the

deed and conveyance, including s description of

the property transferred.

A.R. Baldwin shall agree to assumeand shall
assame all of the obligations of service which may
attach to the Boca and Loyalton Railroad Company
or to the receiver of sald company in comnection
with the operations of the Boca and Loyalton Railroad
Company. ‘

Tho authority herein granted shall apply only to

such transfer as may be effected on or before November

20, 1916.

The foregoing opinion and order are hereby

and ordered filed as the opinion ond order of the Rall-

road Commission of the State of California.

23 Adr

Dated at Sax Francisco, Celifornis, this

day of October, 19l6.
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