
Deci3ion No. 6~t?1f. 
BEFORE mE ?.AIL!\O.AD CO=uSSION OF ~~ STATE C::r C£IFO!t.1VI.l 

I, u f ~< /. 'Ii: . n :f;'1 ~D~O D~1Ju U.' 'It I ',:. 
In tho me. tta::-of the ap'!)lica. tioD of } ~ lJ u I , ~ ~ f 
C,u,!POP.lIU SOvTEE.'ili R.UtRO'!'!) CC:i1'.ll1'Y l lj IL 
for an order authorizing the issue) Ap~11cet10n NO.1790. 
of stooks a::ld. bond.e. ) . . . . . . . ,. . . . . . . . "" . . .) 

',yard. Chapman ~or California South~rn 3.s:t1ro~d COInpSXlY. 
Oliver O. C1a:::-!c for Blythe Constru.ction Com~any. 
~uciue K. Chase and. Bert Campbell for Cortain Settlers 

o~ 2s10 Verde Valley. 

~~RT~. Commissioner. 

On Pebrutl.ry 25, 1918, Ca1i:fornia Sout.b.ern ?..a.ilroo.d. Com-

puny tiled with the ~1lroad Cornmies1oD, in tbe sbove entitled 

matter, 8. eupp1eoento.l petition wherein it asks the Rsi1roa~ Com-

m~$sion to dismiss the 3upplo~enta1 petition filed. April 2, 1917. 

l.p!Jlicant also nsks t.hs:t a. settlement o! tho construction nccount8 

botv:oon :Sly the Ccnstrt:.ctlon Company nne. Ca.litornia Southern Ra11-

ro~d. Company and. an V.o,ju3tment of tho ce.pi ta.l account of the latter 

company be approve<l as set forth in tho e:cllibits o.ttached to tho 

cupJ.)let10nta,1 pe·~:i. tion :\:ileu. Pebruary 25, 1918. 

It 'will be Ci.cs:i.ra'blo to reviow briefly t.a.e history and 

presont stst~s of tho proceod.ing. 

3y Decis!oD No. 2910, datod November 19, 1915, the 3&i1-

road Commission authorized applicant, subject to certain conditions, 

to issue .on or before December 31, 1916, $360,000.00 par val~e of 
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common stock. $350.000.00 ot tirst mortgage 0 per cent bonds, and 

$400,000.00 of second mortgage 6 per cent bonds. 

Applicant report3 that it has issued *171.100 ot th~ 

stock, ~;213,000.OO of first and 0262,000.00 of second mo rtgage 

bonds, or a total of stoc~ and bonds of C646,000.OO The ord.e:- of 

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

might be issued to J. M. Neoland for so::viees rendered in connoe-

tion with the o~g~izct1on ~~ p~o~otion ot tho California Southern 

Ra11~ad Compacy. The proceeds from the sale o! the re~1n1ng stock, 

as wo:l S~ the procoeds tro~ the sale ot the bonds, were to be ~sod 

for the construction of applicant's lino of railway from Blytto to 

31sthe Junction. in Riversld~ O~~~y, in aocordance with the co:o.-

tract between applicant herein and Blythe Construction Company. a 

copy of Which was filed with tho ~ilroad COmmission and carked 

E:cllibit nAn. or for such other purposes ss the Commission migtt 

autborize by a supplomental order. 

The construction contract between !p plicsnt snd Blythe 

Con~tr~ct!on Company contemplated tha construction of the road tor 

a. total contract 'price of C;677.250.00 in sccordaneo with the engi-

nears' estima~o ana spcc1~ications ~sde part of. the construction 

contrsct,datod. Ua.rch SO. 1915. The COIJstrttction contrsct provid.ed 

1915. 

"If changos ere to be made diminishing or 
increaSing the qusDtity or extent of the work 
covered in the contract, the amount paya.ble to 
the contractor shall then be di~inisbod or in­
creased p~oportionally and in accordance With 
the price speci~ied in the contractor's estimate 
ref0rred to.11 

The construction of applicant's road wae begun on April 1, 

The testimony shows that the Blythe Construction Compan7 
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oompleted tbo road on August S. 1910. And th~t it w~s tu~cd o~or 

to the operating department on November 1. 1916. In building the 

ro~~, Blythe Construction Company aid not follow thG o~igiDal con-

tr~ct spcoitic~tion8 •. ~djustmonts ot the contract price ~ecsm~ 

nec~s$ary an~ ~pplicant pro,osea to settle wlth Blythe Construotion 

Company for $575,225.04. This settlement wse ans.lyzed. by the CO::l-

;nias~on's enginee!"ing departmont which s,;,ggestod s sett1ome-nt at 

$~36.0Z1.44. ThG rGasons ~or the revision of tho settlement ~ig-

ure are set forth in tho Co~~i$sion'$ E~libit No.1, filed on ~y 

24, 1917. Applioant has 1nformea the Co~~1ss1on th$t it 1e willing 

to settle with the Blythe Construction Co~psny ~t $536,021.44, and 

$2ks the Commission to an~rove this settlement • .. 
~t the time tte ap,licant euomitted to tho COmmission 

its originsl settlement fi~~re, it contemplsZed - and later actu-

ally dia - iile a supplemer.t~l ~etitioD fo~ authorrty to issue 

securities toe~fect the settlement with the Blythe Construction 

Company. ID the petitio~ filed on April 2, 1917. applicant aSks 

authol'lty to issue :~lO, 000.00 of :i. ts first mortgage 6 pOI' cont 

conds and $90,000.00 of its 3e~ona m~l'tgege 6 per cent bon~s and 

~68.000.00 o:f common stock for the l'u:::::?ose o~ e:f:l!ecting a. scttle-

mont with the construction com~any and of completing the cc~itali-

zlJ.tio:r. o~ its l'ofld. This supplemental petition appli c$:lt :lOW a.ake 

to have dismissed. Ead the Commi30~on been called upon to pass 

upon the supplemental petition filed on ~~il 2, 1917, the renson-

able CO$t and. v:lllle 0:1: 0.1'1'11 co.nt T s r9a.d wou.lc1. "oecome important 

factors in the CC~iS8ion'~ decision. 

The supplemental petition filed on Pcbruary 25, 1918, 

and tho testimony offored in su~~ort theroof preso~t 8 different 

situe.tion. It is now alleged, o.n.d tho testimony shows, t.i:lat the 



railroad company' can e~tect a 8cttlom~nt with the Blythe Conatruc-

tion Co~pany without the issue o! any additional stocks and bonds. 

The test,imony :=urthor sho\vs tlw:t s,::?plicant will bo ablo to meet all 

of its obligations set forth ~ the supplemental petition f11e~ on 

Pebruar,y 25, 1915~ vdthout resorting to the issue of addit10nal 

securities. 

It i~) :lot custorr:.a:-y for the Commieaio::l to approve settle-

me:::te bot'neor: l=iublic utili ti 0$ andootrtractors and. there is nothing 

in the previous orders made by this Cocmission in this application 

th~~t would requi:'e the approvul o~ the Coemission oj! such a settle-

:nen.t in this case. It is 0. ft1.ct? however, that the Commission has 

boec advisod 0:::: th~;, relations between. the railro$d. company and the 

cOD;struction com:pany since prior to the beginning o:f the construc­

t,iOll of tho line' anCi. has at all times .b.a.d. oomp1ete access to the 

record.a of both tb~ carrier o.nQ. the contractor. The d.etailed. con-

struction and. f~.rl$l:ll~ic.l ~istory of the o.pplictlIlt is theroioro known 

to the- Comoiesio:a. ~.hi$ knowledgo enables the Comm:i.ssion to roach 

~il'ld tb.~) COl!lst:Uct;tl~ln oompany the railrolld comps.ny uncler no circum­

atanCQS s.c.oul,,i psy to the C01~ tractor So SUQ in exces,~ ot the proposed 

sott,'.emel'l·~ :f~ .. gu:.t'6, v:tz... ~~53e., 021.44. 

I do not believe i~i necessary, however, for the: Commission 

fOl'mally to paiSls t.~::-on the pr')p¢sed set,tl'~IOOnt. The proposed set-

tlement ~:Lgure, o~~ Ct.)urso, C:~Uluot in any aense 'be const::-uod {I.e s. 

tinding 01: the val'tlel ot th,is railroad :f';,r rate :fixing 0= a.ny other 

pu.""P0SE\ 6'.:ld tiO such ieSU~i iB ~l.t this ti,:'r.o present for the Commis­

s:i.on's O,jl'l9id.tlrat,icl:n. 

all of its \oblig:.~t:to::l3re::el~red tl~ i:::. 1;hesupplementa,1 petitio:l 
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!i1()d on !!'e"crua.r~ 25, 1918, w1thout the issue of any ad~itional 

~'ecur:i.tie!s. The CorrunissioIl should not authorize app11cant to issue 

a;'l'1 acldi.t1~~1a1 st(.lcks. bond.s, notes or other evidences of indebted-

n~ss to c&pitalize its ex1stine properties. Purther is~ue ot secur-

1.ties. i~~ :O.eC93sary" should. 'be oorl.f:tned to the purpose of financ1ng 

ext .. "7lsi ve j.mp:rover~ent$t or t.a.e construction of extensions, additione 

! .b.e::-ewi th *,'ubmi t the :folloV1~.ng form .o:f Order: 

CLLIPf~B.l.\IA SO~'TEE!rK l·U.ILE06~1 C01e.Al~Y having :file.a. supple­

Q.enta1 petition.s herein ~~\~~ ou'clined irl the :1!oregoing supplemental 

opinion, a .ht~$.ring iuJ.ving 'boan held. :~nd thel Commission being of the 

oplnio%l 't.,htlt th.o supplemental petitions referred to in the fo=:ego1:cg 

supplemontal opinion should. be .di9m:t~sed without :prejudice, 

IT !S HEREBY ORDERED That the supplemental petition filed 

in the 8.bove en ti tled :lOtt.~r on April 2, 1917, 8:::ld. the supplemental 

petition tiled in tho a.bo,va e:c.ti tled matter on ~e"orus.I7 25. 1918 be, 

and the same are here"oy, disluissed. without prejudice, the ~ormer st 

the req·c.est o:f app1ic.t;l.rr~, the lu tter :for the ::oea30ns stated. in the 

:forego1.ng supplemental opinion. 

The :foregoing' Second, ::;,upplements.1 Opinion and Third Sii.:pple-

=ents.l Order are hereby npproved and ordered tiled as the Second 

Supplomental Opinion and. Third Su:pp1emental Oraer o:f the Railroad 

Cor:rnission of the State o:! Cslifon:.ia. 

Dated. at San FrF.J.l1cisco. Cc.1i:tornia., this ,AI:- da.1 of 
-=fd~ 
"~""Q-rY,- 1l919. 
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