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BEFORE TEZ RAIDROLD CCLRISSICKN O

In the metter of the epplication of
CALIFORNIL SOUTEERN RAIZROAD CCHPANY
2or an order autnhorizing the losue
of stocks and bonde.

ward Chapman Zor Californis Southerm IRailroad Company.

0liver O. Clexk foxr 3Blythe Construction Company.

Iuciug K. Chase and Bert Campbell foxr Cortsin Settlers
0% Pglo Verde Valley.

RN TN . Commissiconer.

SRCOND STEPTRVENTAT, OPINTON

Cn February 35, 1918, Califoxrnis Southerrn Railrcad Com-
pony 2iled with tho Rellroald Commiesion, in tae shove ontitled
metter, o supplemental petition wherelir It asks the Rallroad Com=-
miogion %o dismiss the supplementsl petition f£iled Lpril 2, 1917.
lpplicant also asks that o setilement ol the construciion accounte
botwoon 3lythe Censtruction Company and Californis Southern Reil-
roed Company end an adjustment of %“he cepital acddtnt of the latter

- company Do approveld s set forih in the exhibits attached to tkhe
supplemental vetitlion filed Fedbruary 25, 1918.

It will be Geoirable to review brielly tze history
presont status of the proceocding.

3y Decision Xo. 29210, dsated November 19, 191, the Jall-

road Commisslon authorized amplicant, subject to cerveirn conditions,

to issue on or bofors December 31, 1SL6, $360,000.00 par value of




common 9tock, $350,000.00 o2 first mortgage 6 per cent bords, and
$400, 000.00 oflsecond morigage 6 per cont bounde.

Applicant reports that it has issued $171,100 o2 the
stock, $213,000.00 of firet snd $262,000.00 of second mortgage
bonds, or s total of stock and bonde of $6465,000.00 The order of

the Commissior provided that of the $360,000.00 of stock, $75,000.00

night be Lsswed to J. M. Neoland for services rendered in comnec-
vion with tie orgonizztion and promotion of the Californls Southerr
Raflroad Compary. The proceeds from the sale of the rexmaining stock,
88 woll ao the procecds from the sale of %the bonds, weze to be used
Zor the corstruction of applicant’s lire of rallway from Blytko to
Slytae Junction, in Riverslde Counily, in sccordance with the con-
‘rect betweer applicant herein and Blythe Congstruction Company, &
copy of waich wae Liled with tho Railroad Commission ané marked

Expidit "A", or for such other purposes s the Commission might

-

authorize by a supplemental order.
The construction contract betweer @ plicsat and Blythe

Consiruction Company contemplated the comstruction of the road for
& total contract price of £677,250.00 in accordapce with the ongli-
neers’ estimate and specifications mede part of trhe construciion

contract, datod March 30, 1915. The construetion comtract provided

- o
waa'v

"If changos ere to be made diminishing or
increoasing tae guantity or extent of the work
covered in vhe contract, the amount payable 1o
the contracvor snall then be dliminished or in-
¢roaged proportionally and in accordance wita
the price gspecified In the contractor's esitimate
relorred to."

The comotruction of spplicant's rosd wes begun on April 1,

1915. . The testimomy shows that the Blythe Construction Company




completed tae road orn Aungust 8, 1918, and trhat 1t wad turned ovor

to trne operating department on November 1, 1816. In duilding the
road, Blythe Consgiruction Company &id rot follow %the original con-
tract Qpeéi:icatione._ Adjustmqnts of the countract price vecame |
necessery end epplicant proposed to settle wiith Blythe Construction
Company for 3575,225.04. Thls settlement wss analyzed by tze Com=
migelon's engineering departmert wkick suggested & getilement at
$586,021.44. The ressons for the revision of the settlement 2iz-
ure are set 2ortn in the Comrission’s Zxhibit No.l, filed on lay
24, 1917. JApplicant has informed the Commnission ‘tast it Lo willing
o gettle with the Blythe Conetrucﬁion Company &% $£536,021.44, and
asks +he Commissiorn to spprove this settlement.

+'
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A% the time tne applicent suwpmitted to tao Commission
s original settlement figure, it contemplated -~ and later actu-
ally 4id - £ile a supplomentel petition for sutrority to issue
gecurities 10 effect the scttlement with the Blytne Conmstruevion

Company. In tho petition filed onm Apxil 2, 1917, spplicent asks
aubhority to issue $10,000.00 oZ its firét mortgage & ner cont
bonds aﬁa $90,000.00 of its second mortgege 6 per cent bonds and
$68,000.00 of common stock for the nuxpose ol eflecting a settleo-
mont With the construction company and of completing the cepiteli-
zation of its road. This supplementel petition epplicant xnow seks
t0 have digmissed. Hud the Commisaion been called upon 0 pass
upon tho supplomental vetition f£iled on 4pril 2, 1917, the reason-
gble cost and value of appilcant'’s rgaa'woula Decowe Important
factors in the Cemmisaslon'e decié;on.

Tae supplemental petition Liled om February 25, 1918,

and 4he testimony offored in support thercol present a dlfferent

o

situetion. It 49 now alleged, and tho testimony shows, that ta

-3-
. 3




rellroad company can effect 8 scitlement with the Blythe Comstruc-
tion Company witnout the issue of any additional stocks and bonds.
The testimony 2urthor snows tast applicent will be.able to meetl all
of its obligatvions vet forth in the suprlemental wotition Lliled on
Pebruary 25, 1918, without resorting to the issue of additlonal
gecuritlies.

I% i 2ot customary for the Commisaloz U0 approve settle-~
mente betweer pudlic utilities and contractore and there is notaing
iz the nrevious orders mede dy this Commission in thls application
taat would reguire the appro#al 02 the Commission of such o settlo-
ment in this cese. It is a feet, nowever, that the Commliselon las
boer advicod of tho relations botweon the rallrosd company ard the
construction company simce prior 4o tiae beginning of the comgtruc-
4ion of +the line and has ot all times had complete acceas o the
records of bola thé carrier and the comiractor. The detaliled con-
struction snd finansicl alstory of the applicant is thercfore knoﬁn
to “he Commission. DThis xmowledge enables the Commission to reach
\ the conelusion thet 1n s settlemont veltween vThe rallroad company

and the comstructiuin company the railroad company under no clreum=
otancee 9zould pay to the contractor a sum In excess of the proposed
' setiloment Digures, viz., $536,021.44.
I do not bvelieve i% noecessary, however, for the Commission

formally to pasge vpon the nroposed settlement. DThe proposed set-

tlement Zigure, oI course, cunnot In any sexmse be construed &3 &

Linding of the value o2 this railroad £or rate Lixing or any other
purpose exnd wo such issue ls gt this time present for the Commie~

sion's considereticn.
| &g 9tated, tan togtimeuy shows that applicant can meet

all of its obiigutions relerred 0 iz the supplementsl petitiox

]



2iled on Fefruary 25, 1918, witnout the lgsuwe of any addlitional
securities. The Commission should not suteorize applicént'to ilssue
any additlonal stocks, bonds, notes or other evidences of indebted=
ness to cepltallze 1ts existing properties. Further iscue of secur~
ities, 1P vecessary, should be confined to the purnose of financing'
extongive improvements, oxr tuze construction 0f extensions, additions
and hettermments to applicant's progeftiee.

I herewith submit the following form of Order:

TEIRD SUPPLENENTAL OROER

C CALIFORNIA SOUTEERN RAIIRCAL COLRANY heving filed supplo-
nental petitione hérein 0 qutliﬁéd in tae foregoing supolemental
opinion, o hoaring having been leld, and the Commiseion being of tne
opinion taat tho "upplemental potitlons referred to in the foregoing

supplemental ¢pinfon should be Gismlesed without prejudice,

IT IS5 EEREBY ORDERED That the supplemental petition filed

in the sbove entitled matiter om April 2, 1917, end the supplemental

potition 21led in tho above entltled mutter on Fedruary 25, 1918 be,

and the same are hersody, dismissed without prejudice, the Zormer =t

the request of applicant, the latter for the rcasons stated in the
foregoing supplemental opinion.

The foregoing Second

Supplementel Opinion snd Talrd Supple-

'mental Order are heredy opprcved and oxdered filed as the Secord
Supplomentel Opinion end Third Supplemental Order of the Railrosd

Cormiosion 02 +he State of Calliforris.

Dated at San Francisco, Cﬂlifo‘nia tais Znﬁé' day of
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