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In the matter of the epplicution of )

CALIFORNIA SOUTEARY RAILROAD COMDIANY )

t0 Lzsue securities and construct ) Aprlication No. o117
grede crocsingse. )

“Jerd Chapman, for applicant.

SRUNDIGE, Commissioner.
02IxIOX
Celilornia 3Jouthern Rallroaed Company asks nermis-
sion %Yo extend ite nain 1iné of rallvay {rom Blythe zouthwesterly,
c distence of sbout 7.1 miles; construet four nighwvey crossings
et grede; issue mot less thon $85,000. of its first mortgege &7
bonds, not exceeding $100,000. of its second mortgage 6% bonds

cnd such en amownt of common stock ag the Railroad Commission may

deem proper.

Aoplicent now operates a line of railway extending

from Rice, & glation on itre Sante Te, on the Porizer cut off in
Riverside Cowaty, to Blythe, ¢ distance of 42.41 miles. This
line nus been operated Ior g little more thsn threec years. The
proposed extensior will briag the terminus o¥ applicants railwey
well towards tThzc center of the Palo Verde Velley snd should result
in o very waterisal irncrease in revenue.

Aoplicant reports 3162,500. of stock; $21%,000. of

its first mortgage bonmds; cnd $262,000. of its second mortgage




bonds outsctanding.

In Sxhivit B attached to the petition, applicant re-
POorts teev Qihe Atehison, Doveka and Sante e Railway Company
aas egreed to loun Blythe Construction Company for the purpose
oL enabling it to ecquire rails, fastenings, etc.,nocessary to
build the extension, not exceeding ﬁas,ooo.,such losn to be evi-
denced dy & 67 mote paysble on or before Jemuary L, 1%22. The
Testimoxy snows that the Sante Fe demends that all f£irst mort-
gese vonds of the Celiforaia Southern Railrozd Compeny which the
commission wmoy suthorize to be issued in this droceeding, be

deposited os security for the payment of the note; and, further,

taet the peyment of the note be guaranteed by Californis Southern

nailroad Company and by J.l.Weeland. A. E. Weraington, Secre-
tory of Californis Soutzern Reilroad Coupeny, testified that the
only way 1t wes possidble to finmence the yurchase of the rails end
ties necessery to build the extension, was through the issue of
evidences of indebtedness of Blythe Construction Company, end
asving cuceh evidences of indebtedness bear the endorsement of the
raeilroad compeny and toet of J.M.Neoland.
tne record shows that all rights of way have been se-
cured by Blytie Construetion Company. Attached to the petition
snd marked "Exhibit A" Is 2 copy of the proposed contract under
The teras of which, Blythe Construetion Codpany agrees to bdbuild
t.e extension. Tae contract, emong other things, vrovides that;-
"Tne construction wrice whick the Railroad Come
vany cgrees o0 pay to the Conmstruction Cownany shell
oe o sum equal Vo0 the Lailr snd rcasonable value of
tue entire csystem, and depot builaings s0 constructed
vaen completed, including the fair market wvalue of
toe reel zroperties seguired, comprising the termi-
nel grourds, rights ¢f way, station sites ond sid~.
ings, culverts, oridges and all otkrer structures in-
cident 0 szicd rallroad, based upon the cost of du~
plication taereof, plus 20%, ss sdditional compen-
cation to the counstruction company for its services
under this contract."
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At the hearing, counsel for goplicent explained that it
waS not Tthe intention of fhe congtruction company to meke any
2rofit eitner on muterials or labor, und thaet the line ss conm-
pleted, would be turmed over to the railroad company at cost
to the construction company, plus & rezsonsble value for the
rights of way snd 207 ellowed Zor the services of the copnstruc-
tion company under the contract.

In tne petition phe cost of the line is estimated at
$140,000., while G.7.Rice, engineer in cagrge of the construc-

tion work, estimated the cost at the hesring st 5171,000. Ap-

plicent does not ogk vermissicn To issue stock and bonds against

these estimates, but against ectual expenditures. It intends

to Yile witl the Commigssion frow time to time statements showing
the amount of money octuclly expended in the construction of
tais extension snd st the time such stotements are filed, eck the
Commission for supplementary orders in this »roceeding, suthor-
izing the cispezition of stocks und bonds. The construction
expén&itures snould be recorded in accovdance with Clegsifica~
tion of Accounts of the Interstate Commerce Cormission end a--
dopted by thic Commission.

Under the contract, the railroad company reserves the
rigat to pay the whole or any part of the construction price,
eifrer in cesh or in its 6% second mortgese vonds, or in sheres
of gtock ¢t 80. T oceurs to me that this reservation, Ior
rractical purposes, is mearningless, for the reason that both the
reilroad company und the construction company sre controlled by
Tne same ceople. In fact, it appears in toe record thaet it is
the intention to sppropriste the surplus earnings of the railroad

TO poy for tze building of the extension. In other words, if

t20se in control of the conciruction coumpany conclude taat it is
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0 thelr advantage 0 sccept payment in cash, taey also being in
control of tze railroad company, can quite readily ceouse the rsil-
road company to take tne necessary sction providing Lor the pay-
zeat of tne building of tze line in caskh, rataer then in bonde
&nd gtock. There 1s, of course, no objectidn t0 the investment
oL tae surplus earninge of tne railroad in this extension, but
wnether veyment ic made in cush or stock and bonds, the cost of
vae extension should be revorted to the Commissione

Tne construction contract also provides thet if o dis~
rute erises v to the valustion o any part of the structure, or
&8 10 tae contract pnrice, or if tkhe comtreet vrice ascertained
or ugreed upon is not aeproéved by tze Rallroad Commiscsion, then
guck contract price shall be fixed by the appraisecument mede by
the Rollrosd Commivsion or spowproved by the Railroad Commission,
or else by a disintcrested appraiser, or eppraisers to be desig-
nated or sppointed by or tarough, or with the consent of the

Railrcad Commission.

nue order nerein will vrovide thet no stock or scecond

mortgage bonks skall be disposed ol by upplicent in any morner
vagtsoever, until statements showing in deteil the =¢tual con-
struction expenditures nave been Ziled with, and approved by tae
Compission. Tne Commission can not, until it is Zurnished
with the aciual expenaitures, und advised of the reture of the
construction, determine vhether 20 per cent is o rezsonable
crofit to be paid the construction company Zor its cervices.

AT the Rearing this applicatibn ves amended S0 as to
iaclude The construction of four alghway crossings at grade.
Consideration ass been given to tals matter, snd T believe that
wnder tae circumstences, thils portiom of the anplicetion should
be granted, subject to the conditions mentioned in the order.
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I herewita subnit the following form oX order.

Californie Southern Rallroad Cozpany, having applied to the
Railroad Commicsion for permission to issue stocks end bonds, con-
struct an extension of its line of railway, and build such line
0% rallwayacross public highways at grade, e public hearing hav-
inz been held, =nd the Rallroad Commission being of the opinion
that *the monmey, proyerty or labor to be procured or waid fLor by
the issue of suchk =ztock =and bonds, the sale of which mey hero=-
after be authorized, is reasonably required for Tie purpose oY
purposes specified in this order, snd that the exmenditures for
sﬁch purpose or purposes ore not in whole or in part, reasonsbly
caargeable to Overating Txpenses or to Income:

IT IS ZEREBY ORDERED thaf CaliZXornis Southern Zailrosd Com-
peny be, and it is heredy, autnorized to guerantee the oayment of
the %35,000. note issued by Blytke Conctruction Compeny to The
Avchison, Topeks end Sante Pe Railway Company, referred to in Ex-
Libit B ottached to the petition herein; to icsme $35,000. of its
first mortgage 6% bonmds, not exceeding 5100,000. of its second
nortgege 6% bonds, snd not excceding $50,000. of its common cepi-
tal stock,. upon the following conditions and not otherwise:=

Le “ae first mortguge bonds herein acuthorized chall

be delivered to Tcoe Atchison, Topeke and Santa Fe Rallway Conm-

puny end held dy it as collateral security for the payment of the
185,000+ note iscued by Blytae Construction Company, und upon the
nayment of such note, tae 55,000. of bvonds sha;l,be returned to
toe Ureasury of Californis Southern Railroed Company, ond thereafter
issued only vs authorized by the Reilrocd Comnisc one.

Ze Tre second moxtgage bonds and tae common stock heredn

authorized, or suck other asmount of stock snd bonds s wey be

authorized by a supplemental order, skhall be s0ld by epplicant
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£or not le€ss tran 807 oF their par value and the proceads used
Zor the purpose of acquiring the line of railway referred to in
thig petition, »rovided, however, thaet none of such bonds and
ctocxz pe actuslly dicsposed of in any menner whotsoever wntil the
Commicgion aue made & supplemental order or orders in this »ro-
ceeding Cinding that o specific amount of money nos ectually
veen expended on ucid extension snd specifylng tae amount of

bonds and stock which may be s0ld or otherwise :disposed of be~

cause of sueh expenditures.

e A1l initial expenditures incurred in comnection
with the conziruction of the extension herein referred to, shall
be recorded,ns regquired by the Interstale Commerce Commission's
Clogsification of Accounts.

4. Tae authority nerein pranted to issue bdomds will
pot become eilfective until Celifornia Southern Raii&oaa Conpany has
vaid the fce prescribed by the Public Utilities Act.

5. CaliXarnia Soutrern Railroad Coupony shall keep
guch record o tane ilssue of the stock and bonds herein autnorized
and oF the wisposition of the proceeds zs will c¢nable it to file
on or before trne 25tk day of cack month, a verified reoport a8 re-
qrired by the Rallroed Commigsion's General Order No. 24, which
oréder, in so far az swnplicable, is mede g part of this order.

-~

B The authority herein granted will apply only to

gucad stock and boxnds ac wny bBe issued on or before October 1,

1920.

I7 I5 EZERIBY PURTEER ORDERED that permission be,
and it is nereby granted, to Californias Southern Rallrosd Com=-
nany To construct its track at grade scross the nighways re-

and in the testimony herein ,
Zerred t0 in its Exhibit No. 1,/subjoct to thae following con~
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ditions;=

8. The entire expense ol constructing such erossings,
togetner with the cost of their maintensnce, in good and first
class condition, ror tae safe snd convenient use of the public,
chall be borne by the applicant.

D Tae crossings shall be constructed of & width and
tyoe of construction to conform to that portion of the rosd to
te crossed now praded , Or with grades of upproach not exceeding

4%; shall be protected by & suitsble crossing sign, end shell in

every way be made safe for the passage thereover of vericles zrd

otaer road traffie.
" c. Tohe Commission reserves the right to mele such
Turther orders relative to the location, constructibn, operation,
maintezance and protection of said crossings, ac it moy seem right
end proper, and to revoke 1ts perumission if, in its judgment, the
vublic convenicnce and necessity demand such scetion.

The foregoing opinion end order ore hereby approved
gnd ordered Jiled uc tae opinion and order of tre Railroad Com-

rission 0f the Stute of Californic.

‘Dated et San Francisco, Californis, this

dey of Pebruary, 1920.

Commissioners.




