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BERCORE TEEZ RAILROLD COMMISSION OF THE ZRADE OF CAI:IFO..I\. .

L'U Q”‘r‘\ﬂ z.
Pﬁbu b _/ \:_f___,

Lpplication No. 651.

In tze metter oL the application )
2 CIEAR LAXE RAILROAD COMRAKRY )
for o oréer euthorizirzg the issue )
oi‘ bonds of the face value of )
$500,000 and e apital stock of tre )
'oa.. value o 200,000 )

- - - » » - Ld - » - * -

e v sens sepans o

| g ? 8 g%! UO!S_!’oad

Zoven and Atzern, for applicant.

ZDCIRTON, Commiscioner.

SECOID STPPLEMENTAT OFINTON

The votition of the Cleoar Iake Rallroad Company for az
ordexr sutrorizing the issuwance of stocks and bonds has beem the
sub je‘c"o of “wo former Gecisions by this Commicsion (Desision Fo.
1046 and Decicsion X0.1507) t¢ which reference iz hereby medo.

In the Tirct appiication to the Commission, filed July
23, 1913, suthority was sought to Lssue stockes end vomds Lor tiae
yarpose of comstructing 2 stoanéerd gesuge railroed Lrom Hopland,
in Yendocino Cownty, ‘cb Zclkeport, in Dake Couxty, together wit:z
branck lines Lrom Lakeport %o Zelseyville and fLrom lekeport *o
'Jpﬁ_oe:- Take, in m:: Covnty. The Commission granted the
vapplication under certain conditions and authorized the issuwe of
2617 skares of cavitel steck of o pur velwe of 100 eseh end '

3500,000 face value 0L 6 per cent first-morigsge bonds. This

alva

auvhorization waz based on the comstruction of &/ line from Zopland

to Takeport &t & coct estimate of §742,102. h./
'ba"edm"ne-reafter supplemental gpplication wes mede by the
Company/.;n o revized cost estimate. It wes proposed W consztruct
‘e railroad on Zorce acco_unt, peying the contracvor tre cb_s‘o of
“tae work plus 12 per cernt, wahlch twelve per cent was to include

combractor's profit, englineering and tae marketing oX the oonrl"
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for at 2 uut 84 pexr cent of their faco value. AL recponsidle con-

tractor wes willing %o dwild +he road from Toplaxd to ITazeport,

& dizstance of 24 milez, on this bazic and ot & moxinmum cost of

$470,000.

The Commission, on May 14, 1914, iscued itz supplemental
opimion subthorizing tie issuwe of 750 shores of common capital Stock
of e par value oL 8100 each and $500,000 face valme of 6 per
cent Lirst-mortgege honds.

Seven miles of the road from Zopiand easterly were
zreGed and considerable construction mobterizl, especidlly oridge
timber, tunrel timber and ties were purchoced, ond on XMareh 3L, 1916,
the Company hod expended for comsiruction the sum of $85,954.93.

Tae second'eupp cmental spplication now beforo the Com-~
mission stetes that under presonty market and lebor comditions it
iz impossible to coxstrucet the roilroad from Foplend to Iakepott.
upon the location neretofore made within the estimate oL cost of
&470,000. It ic proposed vo enter into o contrzet Lor the con-
struction, equipment aond initisl operavion of a stondard gauge
Stoam ralirosd and to pay the conmtractor s lump sum of 500,000
face volue 0f 25-year, first-mortgege, 6 per cent vonds, $50,000
par value of the common coplival stock heretofo*e auvnorized vy tze
Commizsion ond 550,000 additional per value of common capital ctock
“o e aun aorzzed,oy tao Comizsion, mumxng toval paymexnt to ke
conbractor of $500,000 face value of vonds and 100,000 par value

£ coxmon ¢epitel svock. |

The cpplicant also detires to Lcswe 2a Q00 paxr welue
of its common éapital'ctock in ezchange for torminal propertics &t
Lekepoxt, Colifornis.

It iz furthor stated in the cpplication that opplicant,

through insdvertence or misunderstanding iseuwed cortificctes of




Coxmission.

Lpplicant 2lso dezires suthority 4o iszsue ceriificates
0L indebtedness, in oxchange for copital stock Yo be swrrendered,
o such stocknolders oX the common cepital stoek of apvlicant
vho, since the purcanse of such gtocl, haove ceased to rave axy
interest in the construetion of +riszs railroad.

In order %o mske the proposed issue of $500,000‘£ace

-

giue of Zirst-morvgege vonds sclable, auntnority is desired %o

[al

izsue 500,000 face value of "Cumalstive Porticipating™ bonds, and
to take subseriptiorns for $550,000 face wvalue therecsd uxder an
agroemert, comy of whick was £ile@ with the Cormission.

It will be noted that tae second swppleozental spplica-
tion of tre Clear Lelke Railrocad Compony now botfore the Commizsion
anounts to o complete reorganization of Lits Jinsneisl planc.

It alzo contemplates o complete change in vhae plans for the con-
struction of vhe ypropossd railroad.

The estinctes nhoretofore submitted to the Commission
end wpon whichi Its former orders were predicated, vrovided Tox
tae bullding of o stenderd suage cteam railroad aceording %o
mgps and profiles on file with The Commission. Phis location
was based on o line with o maximum grade of 4 per cexnt, compensated,
end s mavimum carvature of 240, oll curves over 10 being spirailea.
Qho‘alignment »rofile and adopted comstruction standards show that
vhe building of vheot might be considered o Lirst~¢class branch line

waz contemplated. Grading quaﬁtities wore Ligured on & 16' roold-

vof; viez were %o beo cut Lrom local timber, and the steel was +o




ve 65-1h. relay fof tao moin line and S0-Llb. rolay Zor sidings.
The swamit of the divide between Eoplond and Lokeport was 1o de
erozsed by & 1300' timbered tunmel, and the Russicn River, izmediste-~
Iy ocet of Horland, was 10 be crossged by 2 - 90 spans seconi~hand
ctoel truszes witih pile trostle spproaches.

The apnlication now before tho Commission contemplates
the con tion of the road on o mueh lessz favorable location
and witz lessz Levorodle grodes snd curveture. The maximum cuwr7a-
vare, sccording to the present plan, i %o e incroased from 240
to 450 and tie mowimum gradient from 4% %o 453%. The line 1is 4o beo

locatéd s closely o5 poceible along the grade line comtour omd in

side 2Rill cutding, oliminating the cuts and £ills of +he former

profile.

The width of the roodbed it réduced from 167 to 127.
The weight of steel for the maln line is reduced from 65-1b. to
50-1%. relay steel. IT iz proposed o olther eliminate the tumel
eltogether and cross the divide by an open eut or to vuild & very
zueh shorter tummel then contemplated for the former lime. The
proposed comstruction will make 4t impossidvle 4o oporate stendard
Locomotives md passeﬁ@ar cars over thae road, and 1t iz proposed
t0 equip tae line with Shay geored locomotives and witkr specially
designed gesoline passenger cars.

In spite of trhe cnecper cnd much 1935 satisfactory
construction standards and tre greatly refmced greldling qpantities.
and also in spite of the oliminetion or the material skortening of
an expensive tunzol, goplicant csks the Commizsion 1o &pprove &
Larger construction allowsnce ther was estimated fLor the bvetter line.

While the coxpensation Yo the contractor is fixed.in
tne opplication at £600,000 face value of seocurities, there
mivted to the Commission no estimate of construction upon whic

componsation 1z bhased. The engincer of the roed, Ir. J. B. Rogers,
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testified et the hearing on this supvleomental application, October
28th, that no definite conmstruction estimateo could be mde until ke
1ocation of the revised line woe Liwed 2nd o profile commiled.

The Commiscion will not be in a position to pess in-
telligently oﬁ the estimate of cost of comstruction until surveys
for the new line cre made.'

There iz atteched 10 the gpnlication o Exhidvit A"
an sgrecment dated Septembor 23, 1916, ontered into betmeen Guy I.
Zordicson ond the Clear Loke Reilroad Compony, wiich theo Commiszion
1S acked to spyrove. This sgrecment provides that Mr. Zerdizon
skhell, witnin eight nontzs from date of conmtract, bulld the reilroad,
Lingnce tho yurchace of oll materials and equipment, pasy all lzvor,
engineering, legal and contingent exponses and all Iinlterest asccru-
ing or bonds during vhe construction pexriod and %o operaté the roile
road Zor s pexlod of thirty doys efter completion. Thercupon
Wr. Zsrdison, through omership of the majority of the stock, Will
retain complete control of the properiy.

This cgreecment, in its presenc Lorm, is so indefinite
teat I do not velieve the Commission can awthorize tke issuance
and sale of securities on the bazisz of such o conbract. éhe loce~
tion of the rallroad ond the amouwnt and c¢lass of comstruciion ic
leXt indefinite to o very large degroec and remains largely at the
diseretion of the contrzetor. It is evident, however, that the rozd
would be of cﬁéape:~an&.of'; lesy desirable and permament type of
construction thm conmtempiated im the application:héretofore'before
the Coxmission. |

I om also comvinced that the proposed low comstruction
ctvendards and the limitations »laced wpon the operation of the
roel, 1f these crandarde are adopted, will seriomsly impsdr its
wsefulneocss oftor completion and will Jeoperdize itz success oz &

tuzine s veniture. I o of the opinion that the spyplicant zhould
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rovice its construcvion eséimate onnigher stondards wnd snould re-

t20 meximum grade and the naximum curvatwre. Qperation of “<he
lize 25 now proposed is bound Yo be not only hezerdous but sleo moTe
costly by recson of increased maintensnce sud other operating ox-
renses. Taois increase, I velieve, will nore thaﬁ offs é vieet savings
may vo effecved in fixzed charges Througk lower Lirst cost.

The proposed planm of finsncing the construction of tho rail-
road is rgasonable. but it Ls Imposszible Yo pass upon vihe dotails &g
they have not bveen fM1ly pfesento&.

The Comxizsion hes heretofore exprossed itz bdelief 4hat
loke County should have & railroad and hos declored i4s wiliinénoss
to gif to tho fulles: oxtent in the consummation of o project 412 it
promises g Lair mea#uro of sucesss. I reitorate those statements.

I do not believe, however, thaot the Commission should
cancel itc former orders ond approve the new plan of Linancing wn-
til “he locotion of the rozd, cs now provosed, ie more delinitely
lmown, the ctonldards ond type of coactructilion more delinitely fixed
and a fetalled conmstruction estimate is aveiladle. Thls informastiom
nust e secured in sny event belore construction cax be ¢ommenced
end it should be furnished Yo the Commisciorn before sceurities are
authorized ond out upbn tae merket. I do not beiicve L% nocossery,
therefore, to o into vho guestions of oporotion, sraffic, revenues
and expenses wntil tho lundemental informatlion rolerzoed o 1s ovalle
able, especiclly since I om convineed that the construction of 2
railroad into Ickoe County Ls justified snd 4hat with o proper type

of construction the rocd will be sble To earn its opersting expenses,

including Qdeprociaiion, md,in addition, nhos o falr chance of veling

sble to take care of its fixmed charges out of earnings provided such
chorges are xopt vitrnin reasongble limivs.
&t this vime I recommend that no oxder ve mude dut tast

s Tinol detvermination o2 +the issues involved ve deferred untii the
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completve presenbotion of its

engineesring ond

neredy cporoved snd ordere
filed o3 12 L4
Celifomisa.

é
- The Stcte of

Deted at Sen Prancisco, Califoxmia, this 9tk day

£ Yovember, 1916.

Commissiomers.




