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In the Mstter of the Application of )
CALIFRNIA SOUTHERN RAILROLAD COMPANY )
for & £inding thet certain non-opers~ )
tive proporties are not necessary or ) Application
ugeful in the performance of Appli- ) No. 3500.
cant's duties to theo publie, within )
the mesning of Sectiom 51 of the Pub- g
)

1lic Utilities Act, and which there-
fore may Dbe sold.

Werd Chepman for Callifornia Southern Rellroad Company

GOXDON, Commissionmer.
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In this epplication CALIFORNIA SOUTEERN RAILROAD
COMPANY, which 48 engaged inm operating a stoam railway as a
common carrier from Blythe Juﬁction to the town of Elythe in
Riverside County, asks the Commission's'fermission to dispose
of certeln non~operative leuds and othér »Properties, and to
investigate and satisfy 1tsolf thet the price of $59,512.83,
for which these properties are to be sold, is a ressomable one
and should, therefore be approved. . |

4 heering was held in Blythe in this matter on Feb-
reary 28, 1918.

These properties, genmerslly, consist of all wneold
laxds acquired by Apvlicznt through grants and domations made
in aid o?jggnstruction of its railroad,.aggregafing.1089.56 L
acres, and elso of all Applicant’s equities and intereste in

cortain resl estate wnder comtract of sale, covoring epproxi-- .




mately 440 acres which were also acquired through grante in
ald of construetion.

In addition, the proposed sale is to incluae,'accor&-
ing to 4pplicent, all promissory notes, to the number of shbout
283, aggregating origlnally the sum of $18,934.90, a3 well as
sll wmalulfilled subscripiion contracts snd sll of the property
rights or interests of the Applicant therein.

It will be desirable to review briefly the history erd
the status of these domated proporties. DPrior to the commence-
ment of the wxk on the comstruction of Avplicant's railrosd the
promoters of the enterprise in 1914 md 1915 solicited snd ob~
talned from aumerous property owners and prospective share owaers
of tho proposed railroad who would be benoLitted by this construc~
tion, subseriptions in the form of contracts to contridbute noney
or other property, to encomrage the prosecution of the enterprise
end to 21d in finsncing the comstruction of the roed.

Originally all subscription. contracts were made in favor
0f and in the names of the individusls promoting the énterprise or
in fLavor of the Blythe Comstruction Company, a corporation orgsn-
ized Zfor thre puéposo of constructing the road, in purswmance witk &
coniract with the railroad. |

During the course of construction all subseription con-
tracts and grants .or contridutions made, became vested in the EBlythe
Construction Company snd, in the large part, wore pledged or used;
in the construction.

In the course of the hearing bofore this Commission tny
Avgust 1915;theqﬁestion arose as to whether the property thus &o-
nated and subscribed, and the proceeds arising therefrom, should
inure to the benefit of the railroad or whother tais bénefit should

g0 to the Blythe Comstruction Company. In the Decision No.2743,

rendered October 4, 1915, this Commission roquired as a condition




to suthorizing the Lssuance of bonds and stocks spet e statement
of all bommses thue subscribed should be filed, and that 2ll esuch
bozuses or granis, wnlees otherwise authorizec by the Commission,
should be made pa.yablo; or a.sgignod. to the railroad, and that the
proceeds derived should be held for Lits bemefit.

In Ooctober 1915, in complismce with this requirement,
the stetement of subsoriptions was f£iled with the Commission and
en ascignment wes msde by the Blythe Comstruction Company to the '
apdlicent of all 11:6 rights, titles or interests in the subacrip=
tions or grents or comtributions mede for the purpose of constriote
ing the railroed. |

This Commissgion ix its Supprlomextal. Decision No. 2910

dated November 19, 1915, found thet Applicant had complied with
these requirements 80 that the bonuses would be payable for the
bonefit of the railrosd enterprise. '

Iz the hesring before the Commission In iugust 1915,
herstofore reoferred to, there was considered also the question of
wnether a eonveyance of 1000 seree of land in the Balo Verde Vale
ley contracted o be made by the Pxlo Verde ILand and Tater COmpaw.
to one H. L. Martin in pursuance of a contract dated December l;
1914, vheredy said ma.rtin:waa given an agency for the sals of
115000 acres of land upon ceriain terms and conditions therein
set fortk, and wheredy said Palo Verde I.a.nd.. and Water Company a.lsq
agreed to make two grenta of 500 scres each conditionsl mpon tho
construction of the railrosd within certelin time ;I.:Lmita, waa- likew
wice mede Lor the bemefit of the | railroad company. '

it that hearing Applicent took the position that .
thie cbntrect w28, an independent transection between the parties above
named, whick contemplated the conveysunce of said 1,000 acres of
Jand to said Martin or to his assignee, the Elythe Construction
Compeny, a8 & pert of the comsideration of the obligetions under-




taken by them in conmection with the selling sgenoy of the said
11,000 acres of land belonging %o the Palo Verde Land and Vater
Company, and‘that the ¢contract for phe conveyance of said 1,000
acres could not therefore lawfully bo treated as & subscription
to the railroad eﬁterpriee. |

This Commission, while of a 4ifferent ovinlon, made no
determination of the gquestion at that time nor at any subsequent
time, but through negotiations, thereafter, it was arranged th@t
" the Blythe Construetion Company skould likewise ssslign the 1,000
acres acquired bj it wnder that c§ntr$ct to tae California Sogth__
ern Railrosd Company, but subject, however, t0 an indebtednosa of
$35,000, for whick that lsaxnd bad been hypothicated sxnd whick sum
nad been used in the comstruction of the railrosd.

Subsequently these lasxds were pledged for an sdditionsl
Joan of $10,000, which likewise was used in the comstruction of |
the road. JLAecordingly, om Jwne 13, 1917, the Blythe Comstruction
Coxpany assigned sll of its interest im said 1,000 scres of iand
to the Lpplicant herein, subfect to the original indedbtedness of
5,000 end the later indebtedness of $10,000 or & total Lindebted-
. me®oz $45,000. |

While, therefore, the title to The unsold real estate
realized from all subsoripfions thus made, stands in the name of
the Peoples Trust and Sa#ings Bank of Riverside, in trust for the
more converient handling of the same, ag well as security for an.
indebtedness to that bank, meveribeless sll such grants of real
estate, inecluding the grant of the 1,000 acrés above mentioned,
sre now owned and controlled by this applicant. Besides the bone~
ficianl interest in all rezl estate contriduted oi granted in &id
of construction of the road thus vested in the Apélicant. the Ap~
plicant bas succeeded to snd become vested wita 2ll other rights

and eguities of the parties to whom the origiral subscriptions

e



wexe made, comprising promissory motes, usfulfilled subscriptions,
contracts of sale, and other evidences of indebtedness, so that
Applicant has, ever since the assignment above mentioned, control;
led, 2nd still dcee control, the disposition of all properties of
every nsture comprising ‘oonp.s grante or subscriptions. |
The character and status of tte bomus grants and sud~
soriptions mey be classified as follows:-
2o~Unsold Real Estates—

Toe originel subseriptions call for a total o2 2,082.23
seres of land in the Palo Verde Velley; in addition, 160 scres was
deeded Iin lieu of cash ‘zubscrip‘tions. making & total acreage called

- for by subdbscriptions of 2,242,223 acres.

Applicent ;#forms the Commission that of this total,
subscriptions fLor 422 acres were nmever fulfilled, and prodably never
will 'bé, notwithetanding persistent efforts to obtain the lend.
Bighty acres of poor land subacriﬁed and deeded was exchanged fLor
40 a.&res of detter land, which rosulted in a deduction of 4C acros
from the total; 60,87 acres were =0ld outright for cesh, and 440 |
acres have Doed sold on Inetelment coniract. Iz addition 190 acres,
conveyaxces for whick have been offered, have not been acevted by
Applicant because the lncumbrances required to be sssumed were deemed

to be greater than the value of the land. Deducting these 1tems

Trom the total acreage subscrided, there is left on hend 1,089.36

80Tes.
The number of acres of real estate which Applicent
desires to mell, together with & legel desoriptiom thereof and
the appraised 'va.luo', 13 set Zoxrth in Schedule "A" attached hereto.
There is also indicated In that exhibit the va.rioua per-
cels of lend to which water stock oi' the Palo Verde M‘a:tual company




is appurtengnt. Appiicant has gppraised these parcels of -

8014 land together with the water stock, and in its application

shows an aggregate valuation of land and water stock of $44,050.
2._Acrosge under Contracts of Sale:

According the Applicant’s statement, 13 ssles of land
heave beon made, in most instances through the agency of the Celiw
fornis Sonthern Realty Company, wnder su sgency or selling oon~
tract made between the Blythe Construction Compeny and said Bealty 
Company bofore the assignment of the bonus grants to the railroad
company whereby sald realty compsny was appointed the selling
agent wpon & commission basis of 15% on the selling price, plus |
an ogquel division of profits over ond ghove the base price of $60
por acre, and obligating the realty compeny to sssume the expense
of advertising and other exponses in f£Lndinmg purciesers. The

totael pumber of acres thus esold is 440.

The balance due om the prineipal 13'556,383. and the

Applicant's share thereof, calculated or the sssummption that all
instalments will be peid &3 required by the confcmcts, and eeti-v
zating deductions for expenses as nearly as may be, iz $27,979.32.
Applicant asks the Cormissioz, however; to take into
consideration the difficuwlty and expense of collections of instal-
ments 28 indicated by past experiences with thesecontrects. 'The
provability 6£ forfoltures in some instances and the fact that the
security for the balanceé due is not considered sufficient to make
 the vendor's interests readily marketable, mmst s8lso be comsidered.
Applicant avers that & discownt of not less then 25% must be made
for Zuture contingencies. Applicant atates that the valuelof'ita A

intorest in these comtracts, therefore, will not exceed $20;984;49a

b




48 bearing upon the benefits which Applicant derived bj
reason of the sales contract between the Comstruction Company and
the Realty Company heretofore referred to;'thé Adpplicant, during
the hearing at Blythe, was asked to submit to the Commission 8
statement of benefits realized frqm the ssles of londs made tiaroush
the Californis Southern Realty Compmny wnder the selling contract,
read in evidemce. IThis statement, & 8 taken from the books of 7;kze'f:"j
California‘Souzhern Realty Company, has now been Pfurnished and sﬂq&é
the following items: o

Profits reslized by Californis
Soutkhern Reilxroad Company from
sales ¢of boxus lands, including
the 1,000 acre grant msde by the
palo Verde Land and Water Conme
rany, over and above the base
price provided for in the c¢cou-~

$ 5 328.85 .

Profits realized from sales of

lands sicquired by tiae Californie.

Southern Realty Commany solely

through 1ts own efforts arnd ZLrom

ite owm resources indevendently

0L bonus lands or any lende be-

longing to the Californie South-

orn Reelty Company and credlited

to thr Califormia Southern Realty

Compeny as 1ts share of the profits :

vader selling contract = - = = = - o a - - - m oo - 19 430.84
20%8) « = = @ @ = o ~ T 24 759.49 |

Amount paid to the Californis
Soutkhern Reilrosd Compauy on
the above Account - ~

Balance remelning to be paid to
Californis Sountinern Railrosad
Compaxy as collections are made
from oexdisting contracts

Prom the sbove balance, howover, there will be deducted

the Railroad Commany's share of smell incidentel expenses neces-

- 7-
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sery to be incurred in transferring the title, bringing down cex-
tiflicates, escrow aud trustees' charges, as the verious transsc~
tions are closed,'bnt accrued intorest will moré than offset these
charges. T}ia interest, trerefore, heas turne§ out tq belféery ad-
vantageous acset to the Applicant.

3. Water Stock of the Palo Verde Mutual VWater Compeny:

| One thousend and thirty-two shares of water stock is
bheld by the 2eoples Trust and Savings Benk $£ Riverside as the
trustee Loxr the Applicant. These ;hares, according to Applicani’s.
Statement, have olther been 30ld or contracted to be sold with the
lend under contract as sbove set fLorth ag& are included in'che ap~
praised value of the balences duoe on these contracts, and the wvalue,
therefore, is included in the appraised value of the mz;d $0 which

the shares are appurtonant.
&, Promissory Notes:

-

Applicaét-hae iz 1ts possession or mwndor its control 283

promissory notes, ranging in emownt from $12.50 to $400. lost of
these notes are long past &ue. The aggregate total face value of
the principel of all motes Lz $18,934.90, aund, a8 stated in the ap~
plication, only $283.77 of this amount has been collscted on the
principel of these notes in cash, snd $80.70 on the interest, al-
though credit has beexn given on the principal £or merchandise and
lebor in thg sum of $750.22, and on tho irterest $47.96. The bal-
znce due on the principsl, therefore, is $17,900.91, and the balauce
due on scerued irterest is $2,021.50, making s toml balance due 3
$19,922.41.
Applicext's statement as to the present valune of these
vromissory notes is as followe:
ileny of the makers ¢f these

promissory notes are judgment proof;

meny have left the Valloy snd efforts

to get into communiocation with thenm

have fsiled. DPast elfoxrt to collect
upon the notes has met with o little

Succeas.that if 13 next to impossidble




"t0 estimate what smount might be real~
Lzed thereonm or what the notes might

bo so0ld for, but Lt is safe to say

that & fair merket volue wonld not

be in oxcess of 25% of the balsnce

due, or & total of $4,980.60."

5. Miscellancons Subgeriptions:
Zexides the subseriptions payable in lond &8 hereinbe-

fore set fLorth, othei subecriptions were mede payable in othe:
commodities or in other ways, aggregating o totel of $104,151;
of those subseriptions a totsl of $18,684.90 was fulfilled by the
giving of notes, and are incltded in the foregoirg swmmery wit

roference to tke notes. .
Subscriptions eggregeting $25,570.92 were paid in cash
6nd epplied to spplicant's benmefit; $26,478.20 of said subscrip-
tions was paid in suppliée furnished, tesm hire or lador performed
during the construction period, 2or which, also, Applicent re-
coived due oredit; 160 scres of lend was,alaé desded in liew of
cash subscriptions, and is included 1n‘the.summé:y of real os-
tate as horeirbefore shown. The balance of‘éaid smbseriptions
agerogeting on their face a totel of $33,396.98 have never boen
paid or fulfilled in any wey, énd the prospects 0L reslizing any~
toirg further aﬁé S0 remote and improbsble that no attempt has
boon made by Applicant o make an estimste of present value.
6. Contracts for Reel Estate mnfulfilled: |

Ag stated above, subseriptions which calleld for resl
estate aggregating a total of 422 acres wore mede but never fule
filled. In view of the failure of past efforts ard thae unp:omie—
ing prospects of ever being sble to reslize anything rrom'tﬁoaé

subseriptions, it is mot prodable that whatever property rights

-




yexrtain to those gubseriptions are of any substantial velue.
Applicant therefore makes no estimate of present value.

The foregoing comprises a summary of all mndisposed
assets belomging to Applicent and realized £rom Honms Swbserip-
tions or grante in 2id of comstruction oL the rallroad. The val-
natlion placed oxn these assets, without coﬁeidering the unfulfilled
subseriptions, aggregete & total of %70,015.09, and Applicénx be-
lieves that this smount is s feir ostimate:of the sum that can be
realized. For the purposes of ssle ss a whek, however,s farther
deduction should be zade, in tkhe opinion of the Applicant, to off-
set or to anticipate the carrying oxpense over the vexriod of Yinxe
that must elapse before these assets cen be reslized upon, and on
that sccomnt end for the purpose of arriving at a fair selling
price for the whole and for cash, a discount of 15% is deemed dy
Applicant reasonable, meking the totsl selling price $59,512.83.

I have éiven this generel deseription of the property
in consideration in this applicatioh in order that the two ques-

tioné before the Commission may properly be determined. These

guestions are:

Pirst: Shouwld the property referred to be clacsed as
non~operative, trat is, is 1t wnnecessary foxr the efficlent opera-
tion of the railrosd end for the comvenience 0F tho public‘Served
by this road? | -

Second: What is & fair present value, ander the circume
3tances, for these properties? | |

The first gquestion I have no hesltancy in answering in
tho affirmative. So far as the 1&ﬁds exe concorned. they are all
dlstinet or separate from tre rigat of way snd statlion grbunda

used by the railrosd, and in fact are scattered in individuel and

a]l0=




disconnected percels throughout the length and width of the Val-
ley. Yone of tie property has sny prospective use éz.part of the
operative system for any purpose Or in any sense whatever.

It also appeers that the hpélioanz's Board of Directors
bas the written assent of the holders of more than 90% of Appli-
cant's capital etock that £t would be to the best 1nxereat of Ap=
plicant as well as of its stoékholdors, and of tho public gerer—
ally, to dispose of all its non-operative assots &g & whole for
such a price ae may falrly be obtained.

The fe3t is o be remembered, aleo, that the remalu-
ing reel estate is practically non-inmcome~producing, and the expenses
of meintenance, of taxes, of assessments upon walter stock, etc.;
is not‘only a drain upon Applicant’s resources which are needed
for othex purpo&ea, but will likely more than offset any expected
ircreszse in value if it were attempted to hold. these lands for
future disposition. This will more clearly appear by reference
t0 Exnivit B attached to the application, being‘fhe schedule of
expences &nd dicbursements Lor assessments upon water stock, taxes
end other maintensnce cherges incurred in commection with the

holding of this resl esizte.
| The reasons which meke 1t advantageaus for the railroad
compan& to dispose Qf these non~operative bonus lands are oequally
cogent in the case of the other non-operative items 53 listed

above.

The second queation as to the fair velus of this non-

-operetive property is more difficult to answer. Taking into,
congideration, however, the facts surrounding these grante and
donetions, I have resched the conclusion tiat the value put upon.
thie progerty a8 a2 vhole by Applicent ie falyr and libora;. |




In my opinfion, the railroad compeny; iZf £t can

realize the totel smcunt of $59,512.83 and bo rid, In the future,

of the :‘.nci-aaains oxpence anl 4ifficulties attached to tﬁose
non~operative proverties, will not heve made a bad bargain. This -
conviction on my pert L5 stremgthened by the persozel imspection
which I made o0f the wajority of the parcels of land remaining In
Jpplicantts kande, and by the securing of the opinion ¢of the Com=
missforn’s engineering dopsrtment, which 2lso made an inspection.
of those lends and v;b.ich came to & 3imilar conclueion, L. 6.,
that the values assigned %o the Individual parcels dy applicant
nay be considered as fair. | ‘

.g;pplicant‘ has an suthorized bond issue of $7505000.oo

divided Lnto &50,-000-.00 of Mret Mortgage 6 Rexr Cont Gold EBoxds,
peyablo July 1, 1955 snd MOogooo.o'c of Class ™B™ & por cent
Gold Bond.a; payeble July 1, 1955. The Class "B™ donds a.;:-e in |
effect o second mortgage boud. Applicent’s reports filed with
the Rallroad Commission show $21.3,0C0.00 of the First Mortgege
£nd $262,000.00 of the Secozd Mortgsge bonmde outetending. Both
the first and second mortgeges contain the usual sfter~acquired
property clause., It appears o me thé.t. wher the donus subscrip—
tions, donmatfons, eto., were asgigned to App;ica.nt s the lien of
Applicanf*s mortgeges astteched therete.  Lpparently it can re-
lea..se the propexrties it now desires to s.el; from the lien of 1its
mortgeges only iIf it complies with Article V. of the first and

Lrticle V,of its: éseco:;d mortgege. Section L, of sxticle V.
resds in part as follows:~ '

 "Section l. TUponr the written regquest of the
Reilroad Tompany evidenced by resolution of Lte Board
of Directors, the Trustee, from time to time while the
ReI2road Compeny is in possession of the mortgaged pre-
mires and proporty, but sul¥ject to the conditions and
limftations In this section prescridbed and not otherwise,
ghell release from the lien and operation of this I~
denture any part of the real estate horedby mortgaged

1z.




and conveyed; provided (1) that ne part of the lines of
track or of the rights of way sacll be released unless. the
some shall no longer be of use in The operztion of any of
the mortgeged linee of railroad, and that no part of such
lines of track or rights of way "skall be =0 released if
theredby the continnity of tho lines of railroad of the
Reflroed Compveny nereinbefore particularly descrived or
between the reapective termini above mentioned chall be
broken: and (2} that no part of the moxrtgeged railrosds
or other property shell be reloaged hereunder unlecse at
the time of such releaso it shall no longer be necessary
or cxpedient to retain the same for the operation, mainm
tonance or use of the remaining lines of railroad, or foxr
use in comducting the busiuess of the Rellroad company.
¥o suoh relaase shall Le made under this sec-
tion wiless the Rellroad Compeny shell have £0ld or
shall have contracted to exchange Lor othor property or
to sell the vroperty. so to be released, or shall, for
the purpose of Improving its alignmen‘t or the arra.ngomont
of its terminele or railrogd facilities, have substituted
for the oproporty released other property naving tae
same goneral purpose and 0f a wvalue equal to or greater
than that oL the property so released; or mnless the
proceeds of any and all such sales, and all moneys re=
ceived as compencation for any property subject to this
Incenture shall be vaid to the Trustee to be held in trumet
and peid out for the acquisition of otker property o:r tho
redemptlion of boxds hereunder.

At the hearing applicant stipalated thet 1t would
use the proceeds from the sale of the properties for the reduce
tion of its funded and other indebiedness. It appears to me
that if the properties are subject to the ldem. of applicant’a
mortgages the proceeds can only be used for such purposes &8 are
3pecified in the mortgages. The question of modifying or

asmending these instrmments 18 not dbefore the Commission at this
time. - | |

I herewith submit the Lollowing form of Qrder:~

QZDEE

. -~

\' -
- [ 4 “.

CALIFORNIA SOUTHERN RAIIROAD COM?ANY haﬁ.ng nade
application to the Rellroad Commission aeg appesring in the Opinf.on
preceding this Order, & public hearing heving boen held and this
proceeding having been submitted and being ready for decisions




IT IS EERSPY ORDERED that California Sowthern Roil-

road Company bé, and it is heréby;-granmed‘authorityfto sell:gﬁq
convey its cexrtain non;operative properties désc;ibod in Schedule
‘mgv gtigched hereto, amd such other properiies as are deaciibed in
the opinion whicn proceodes tris orler for & sux of not less then
{59, 512.85'and/use the broceeds from the oale of said properiles
4o sequire other nrouerties, redoem bopds wmr for such other pur-
0Ses as permitted uwnder its mortgages upon the condition that
Applicaﬁt £1lé with the Railrocad Commiesiorn on or before the tﬁentyu
P12tk day of esch montk & verified report containing 8 deacription
0f the vroperties £old during the preceding montk, the consideration
received therefor snd the purwoses for which the proceeds obtained

from the sale of the properties have heon used.

The foregoing Opinion and Order are hereby approved
and oxdered filed es the Opinion amd Order of the Railroad Commission
of the State of Californis.

Dated at Sam Francisco, Celifornis, this ‘/-> . day

of Maren, 1918; |
ﬂ/éﬂﬂ/c Wzv
R /\ .
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SCEEDULE . ™A™

In Exaidit "A™ attached to the petition herein, Californis
Southerz Railroud Compeny describes its "unsold bouus real estate™ or

sereage involived in "bonus subserintions™ as follows:

DescriprLon: T NO. :WaLer:hAppraised:  Condition oF nitLe
oL : of :Stock: YValue : and
Acrenge Re: Acres:Cort.:Real Est.: Romarke
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100.00 -Clea.z', doeld with PeopleTs
-+ Trust opd Savings Bank

100.00 z010ax, deed with Poople’s

= Trust and Savings Benk

750.00 :Clear, Geed Witk Deople’s
: ﬂ.'ru.st and Savings Bank
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200.00 -C:I.ea.:c, deed w.:.tb. Eeople’a
Trust and Savings Ba.nk .

100.00 -Clea.r. deed with ?ieople ’u
: Trust and Savinga Baak
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200.00/ -Clear, deed with Poople’s
: Trust and Savings Bani

50.00" ;clear; deed with Eebplev'.s
‘ :‘ Trust and Savings Bazk

50.0¢ clear, dool with People’s
: Trust snd Savings’ Baxic
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SH- ST SEE 50.00 iCloser, deed with P eople’s

Trust end Savings Bank
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