Decision XNo.

EEFORE THE RAIIROAD COMMISSION OF THE STATE OF CALIFOBNIA.
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In the matter of the application of
I0S ANGELES AND SALT ILAXE RAILROAD
COMPANY, & corpoxration, and WILIIAX
. HENSEAW, for sutkhority for the said
Henshaw to sell and said Reilroad Com-
pany to purchase all thoe outstaniing
ghares of the capital stock of Riwer-
gide, Rialto and Pacific Railroad Com-
pany, & corporation, and for authority
permitting Ios Angeles and Salt Take
Railroad Company to nltimetely acauire
title to the propexty, rights, and
Lranchises of sald Riverside, Riaslto
axd Racific Railroad Coxpeny.
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Application Yo. 3070.
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A. S. Haelsted for Loz Lingeles and Salt Lake Rail-~
road Company,

C. I. MeFarland for W. G. HEenshaw and Riverside,
Rialto and Pacific Railroasd Company,

Praxic Kearr for Pacific Electric Rellway Compeny,

C. Van Zwalenburg for Riverside Chamber of Commerce.

GORDON, Commigssionexr.

PIRST SUPPLENENTAL OPINION

The Commission in its Decisfon Yo. 4598, rendered on
August 29, 1917, granted authority to the Loz Angeles end Salt
Take Railroad Company to purchase from ¥W{lliam G. Eenshaw $300,000
par value of capital stock of the Riverside, Riazlto and Eaci:fic :
Rallroad Company for the sum of $465,000, pursuant o the terms
of the agreement attached to the spplication and marked Exhibit
new, and subject 10 certain conditions as specified in the Com-

missionts ordex.

On Sei:tember 4, 1917 the applicants filed a petition

for an smended oxder, asking that the Commission modify ite oxrdexr
in the following particulare:




Mret. That paragraph £ of the order be elimi~
nated. '
This paragraph reads as follows:

"2. Unless otherwise suthorized dy the
Commission, the Ios Angeles and Salt Lake
Railroad Company, either on its own be-
half oxr through leese agreements, shall
maintain as sdequate freight and passenger
sarvice as is now offered by the Riverside,
Rialto and Pacific Railroad Compsny.™

Second. That paragraph 4 be amended so as to
make the order effective at once.
This parasgraph reads:
"4. The authority herein granted shall
not become effective wntil the Railroad
Lommission shall have approved the form of
the book entries to be msde by the Salt
Lake Company, covering the transaction
herein suthorized to be made.™
Third. That the order expressly authorize and
oupower the Los Angeles and Salt Leke Rallroad Company
to acquire by proper conveysnces a&ll the rights, fran—
ckises, and fpro;perty of the Riverside, Rialto axnd Pac-
ific Railroad Company, axnd to maintain and operste
8aid propexrties as parts of its rallroad system g

prayed for in the originsl application.

4 hearing on this supplementsl application wae held in
Riverside on September 26, 1917, and with the additional testimony
there introduced the matter is now ready for deciasion.

Regarding the first modification souvght by applicants,
nsmely, that paragraph 2 ¢of the Commisaion’s original order be
e:u.minuoct, Decision No. 4598 mekes refexrence to the operating
sgreement of March 1, 1915 between the Pacific Electric Railway
Company and the Riverside, Rialto and Pacific Rallroad Company.




Under this agreament the entire passenger businass over the

Riverside Company xroad is taken care of by the Pacific Rlectric
Company, and the latter company is also permitted under ¢ertain
conditions to operate freight cars over the line of the Riverside
cbmpany. The agreement, which was approved by the Commission in
ita Decision No. 2246, dated Msrch 19, 1915, is subject to termi~
nation by either party upon six months'™ written notice any time
after two yeaars from the effective date. No such notice of
torminstion has ag yet been given by either party to the agree~-
ment. The applicants now point out that under the terms of
the 2greement referred to the Riverside Company has no control
over the passenger sexrvice of the Pacific Electric Company,
espec;ally in so far as through passengor service beitween River-
gide and Loz Angeles is concerned; and that the Riverside Company
would be phyeically unaeble to render the service that is nmow in
effect ovwer its line if the Pacific Electric Company showld choose
to cancel the operating sgreement referred to. The Riverside
Company, upon cencellation of that operating contract, would not
et once alone be able to meintain the combined freight and pass-
enger service which is now Jointly offered by the Rivexrside and
' Pacific Electric Companies. It would in that case be incumbent
upon the Riverside Company to render as good freight and passen~
ger service as it was eble to give, axd should there be complaint
the Commission would have the power to make ita order specifying
what such sexvice should be. |

It is pointed out by the applicante that & literal
interpretation of paragrerh 2 of the Cammrission's order would
place an unreasonable turden uwpon the Los Angeles and Selt Lake
Railroad Compeny, which burden does not now rest upon the Rivexr—

side Company.




In granting the aspplication 1t was not the Comrission's
irtention to put upon the succeessor to the Riverside Company any
obligations »ot now resting wpon this company. It wes the Inten~
tion of the Cormmission to safeguard the publlic served dy the
wivereide road in the gervice they are now enjoying as long ac the
operating agreement mentioned above made such sexrvice possibls.
And it should be remembered that the opexrating agreement is gtill
iv existence and will remain in foxrce for six monthgfaztar'notico
of ancellation has heen given.

48 stated in the Commission's Declslon Xo. 4598, it is
not thonght necessary ir thisz proceeding to consider gquestions of
diviaion of traffic or rates hetween the Salt Lake Company and
other commecting ox compoting lines; xor iz the Commission called
vpon in this proceeding 10 pase on any Operﬁttng agreenents be-
tween companies. Such matters and any question es to what sorv-
1ce should be rendered in case the operating sgreoment is abro~
gated, can be taken care of by the Commission when these problens
arise.

I recammend, therefore, that the ILirst supplexsntal
order of the Commissfon provide, in lieu of parsgraph Z of the
original order, that during the life of the operating sgreexent
now in force hetween the Riverside Company and the Pacific Elec~
tric Conpany, the Salt Iake Company shall main@ain as sdequate
froight and passenger service as is now 9£zared by the ‘Riverside
Company: and that in the matter of service the Szlt Teke Company
ghall in every respect be considered under the same, but not

g:qgter, obligations to the public as iz the Riverside Compeny.




With reference to paragraph 4 of the Commission’s origi-
nal order, 1t developed that the Salt Iake Company agrees to
exnter upon its capital accounts the sum of $465,000. as the cost
of the properties of tho Riverside Company acquired Lrom 7illiam
G. Honsheaw; and that all items of current assets and liabilities
be handled in the usual mamner and in accordance with the Inter-
state Commerce Commission's classification of accounts.

Refarring to the third amendment suggested dy appli-
cants, nesmely, that ordex be made aunthorizing the Salt Teke Com-
pany o acquire the physical propexrties of the Riverside Company
by propexr conveyances, I see 10 objections to such 2 procedure
after the disposition of the book entries to capital sccount

ag suggested above.
I herewith submit the following form of oxdex:

FIRST SUPPLEMENTAL ORDER

Los Angeles and Salt Ieke Rellroad Company and William
o Eenshaw; baving applied to this Commission for a modification
0f and amendment to the original order in this proceeding as msde
by the Commission in Decision No. 4598; and 2 pudblic hearing
heving been held; and it appeering to the Commission that the
seid order chould be modified and amended iz certain particulars;

IT IS EEREBY ORDERED, That peragraph 2 of said order
be modified and shall now read as follows:

Unless othexrwise authorized by the Commisgion, the
log Angeles and Salt ILake Railroad Company, during the
life of the operating agreement between the Riverside,
Rialto and RPacific Reilroad Company and the Pacific
HElectric Railwey Company, shall maintain as adequate
freight and passenger service ag 18 now offered by the
Riverside, Rialto and Pacific Railroad Company; and
that 1n any event the ILos Angeles and Salt Ieke Railroad
Company, either on its own behalf or through leage agree-
nents, shall render as adequate snd efficient freight
and passenger service as is warranted by existing con-
ditions.
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Peragraph 4 sbsll be modified and read es follows:

Tne Tos Angeles axnd Salt Ieke Reilroad Company shall
enter wpon its cupital sccowts as the cost of the pProp-
exty of the Riverside, Rislto sud Pacific Railroad Com=
pany, acquired Lrom Williawm e Henghaw, including sall tLe
righte, Lranchises, and p cal properiies of every kind
and charscier, the sum of 000

Authority ie hereby granted to Riverside, Rislto and
Pactfic Reilroed Company to sell and té the Tos Angeles and
Sa1t Ieke Railroad Company to scquire the physical properties,
rights, snd franchises of said Riveraide, Rfalto and Pacific
Reilroad Compsny by proper convayancss aud ssaigaments.

T 811 ottoer psrifoulars the firat oxder of the
Commission, Decislon No. 4538, shsll remain iz full force and
ollect.

The Foregoing opinion sud order are heredby spprovod
and ordered £iled amztbe first supplemsntal opinfon and Lixrst
gupplomantel order of the Reilroad Commission of the State of
Californisg.

Duted at San Frencisco, Californis, this Sde dny

of Octobder, 1917




