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Docision No .. 9.,(3 8" 

In tb.e Mattor of the ApplicS:t 10.0. of ~ -
CnliforA1a Souther~ Railroad Cocpany, ) 
a corporation, :for l~&ve to lease ) A~plicst1on 7l48. 
railroad under. Soction 5l of ~b11c ) 
Utilities } ... et. ) 

----------------~----------) 
Ward. Chs.pI:8Jl .. tor applica..c.t~ 
Pla.tt ZO.llt·, for ~he A.tc~so.o.. ~opeka. (,: Se.::.ta. 

Fa :Railway CO=l?~. 

O?IN'ION ------ ...... ~ .......... 

roferred to as the Cslifor~e Southar~. asks this Co=miezion's 

authority SAd approval for the making of a lease of its %8.i1-

road. to the Atchison, Topeka & Santa.Fo 3ailway Company, horein­

s.!ter referred to a.e tAe S~a. 1e. 

. Under tho torms of the proposed lease the Sacta Po ~ill 

acquire cOlltro1. o~ tho California. Southern a.o.d. undertakes to 

operate tha.t ra.ilroad as t pra.ctieally, a. ora.nch line of its sis­

tam. 

~h(l Sa.nte. Fe joins 1.a this applica.tion .. 

The rea.sons for the proposed cAange of control are . 

set forth in the a~plieation- It is allcsed t~t for seversl 

months pa.st the C~iforni~ Southern has beeA operatod under adverse 

conditioDS 0.0. account of business depress10A ~ otAorei=~­

etancQs th&t have re~uce~ its roveAues ana that large sums will 

hs.va to be s;peAt 1.11 the Aear to.tuc i.o. x:::e.i~t().o.e.a.co BJ:I.d. bettor-. 
:ents. The Cal1~or~a Southern.it is alleged, fi~s itself un-
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able .to raiso tho .o.eceszar.1 funds for tho ~ of such bet~ 

of its ocruiPtlC.o.t from the Sa.o.ta. Fe and the :oe.c.ta.l charges a.b­

sorb a large part ot t~o revenues. There appear3 to be no pros­

pect ot tAe Ce.l.iforAie. Southern boi.c.g put i.e. a. position Wher~ 

it CaA ~cqu1re ~d operate it: oTtn eq~i~nt. 

It fUrthor a~paar= thet ~or sever~l yo~rs pa.st tho 

Santa Pe ~and lmproveme~ Compa~. hereinafter reforred to ~s 
Wit:!l 

the LandCo~pany, a corporatioA al11ej!e.o.d controllod by the 

S8Jlta Fe, has had ~ option through J .. M .. Neela.nd., applica.nt f s 

proside~t a.o.d principal stoekAo1der. for the, purclle.se . of all 

of the outste.::.d.i.c.g bonds a.c.d stock of tho Cal1tor.:.1a. Southorn 

and. tha.t 1zl. 'MaY' of 1921 the !.and CO~8J:lY. at t:t:e i.c.stance of 

1!r. !lieoland., elected. to exercise its option to take over e.ll 
, . 

o:! tho, securities ot the Ca.li.fornie. Southern.. It appe$.l's_ how-

ever, the.:t tAo !ac.d ComJil~ wa.::: vlillillg to e%Q%"c1e~ th1s option 

only Oll co.c.e.1tioll tilAt the Ce.11:!ornio. Southern should be leased 

to· tho Santa Pee 

A contract was accordingly entered into botweon 

J .. M. Neels.nd $ond the La.o.d CO~l'SJly, whereby prov1s1on was made 

for the taki.o.g over of o.ll ,of the bo.c.d.s a..c.d stock of the' Cal1-
.: 

for.o.18, Souther!\. e.:c.d. trs..c.starr1ng the o:.;er~t1on ot the. rOM to-

the Santa 10 under a lease agree~eAtWhieh 1m~o&ed upon the 

S~ta Fe the obligation of ~1Ate1a~ng and oporating the rall­

rOM. Copies o:! the :pro~osed. lease a..o.d of the co.o.tr~ct betwoen 

J. M. Nee1a.nd. and tho La.ac1 Com:ps..c.y aro on file with this Cor.~ 

~iss1o.o. as eXhib1ts in this proceedicg. 

ciSCO, attention wa.s called to the fact that the transfer of 

control of this railroad. is s,:ppa.:::o.c.t17 to oe eftectGd not 'b7 

the proposed lesse slone but b~ two 1.o.3tr~oAts,t~ loase and 



~h~ Neclana contract together. ~he Neelaad contract proVides 

tha.t_ i.e. 3.ddition to his 'obliga.tio::. to d.eliver a.ll of the ca.3>1tal. 

stock a.c.d bonds o~ tho Csl1:e'o~.n1a. Sout'b.erA, Mr. Neels.nd undor-

takes to selland to deliver-

~The sa.id Cali!orAis Southern Railroa.d and its 
property real a:J.d l»rso.c..e.l o~ all 1d..l:lds. frce. 8Jld clear 
of indebtedness. excepting tho 1nae~tednese represented 
by the outstaJ1d1:lg 8:l0uc:t of mortgage "conde and. es.~ts.l 
stock issued as sot forth i.e. :p8.ra.gre.ph A. of this section 
.numboree.·2.~ . 

It wa.s suggested that _ i.e. order, to a.void dclO-YO in tho ronder-' 

ing of a doc1sion.applieant ~ght WiSh to 3mend its a.pplication, 
.. 

askillg :e'or approval of t1'le Nee1s.nd. co::.tr8oct as well as the le8ose •. 

Applics,.zlt's a.ttorney. Ur _ '~ia.l'd. Cb.s.Pma.:l_ a.lso took tlns Viow 
.. 

and stated (Tr. page 19): 

WI was going to say I think tho ideas expressed 
'hero are very pertine.zlt, and if the Com:m1seio.ll Will 
per:l1t me I waald like to pro!,ose s..c. e.mondme.o.t \'1Meh 
shall recite t~a.t tho cOAtract and tho lease are co::.­
curro nt in.atrwnent s a.o.d. rooJ.ly ~ part of OAe tr~s­
aet ion. tlJ:I.d. so allied tila t tho 3,PProv.e.l of both is 
neeezstl.%7. ~Q. I wo~d tho.r:. c~(J tho prayer o~ my 
potition 1n re~uesting the order of approving the 
tra.c.zaction 80S a whole ~~1ch co:prises tho laase and 
tho cO!ltract for t:!:.e '7f.a.ole of the c·ontrol of 'sJ.l. of 
the stock and bo.c.ds aza.:Part of one tra::.ss.ct iOJl. W 

~he ll:9plicat ion .mAy. therefore, bo co~ idered 

as smo~dod according to the st~tecont juzt q~otod. 

~his ~ttel' first e~e to tho Commission's atte!ltion 

througil action of the Interetate Commorce CO'T'C':j3S~.01l- Th8.t· 

c Otml1szioll_ pursue..c.t to tb.o prOvi8iO!l:o:f )?a.re.gra.ph 19. 

section 1. o~ tAG. Interstato COl:lllOrco.,A,ct_ Aot1!'1od. the Govornor 

of ,this state t~t a~p1ieatio.r:. had beo::. rGco1vo~ from tho 

~ts. Fe for ~ppl'ov8ol and authorization.o! a.cqu1si~ion· of con­

trol of the California Southern in tilo cotu:l.t1esof SaJ:r. :Ber.:;w.rdino . 

a.lld. lli'7ersid.e in the sta.te of C.al1for.c.ia. ~:b.e-Governor, 80S is 

th(;l practice ill suc:o. cases, referr.ed. the r:.e.tter to tJns Com-. 

~ssion. A ooP.1 of tho Santa Fe's application was filed with 
. 

the Intersts.te Commerce CoIllmiss1o,:l.' s tlotif1ca.t1o.c.. '::'o.is Com-

-3-
114 



m1ssiOA was aSked to file Within ten da~s suCh re~~rcsentations 

or request for for.csl hoari~ ~3 the state author1tice =1ght 

Wish to mske. ~his Commiss1o.o. thoroupo~ ~iro~ its protest to 

tho Interstate CO~6rce Commise1on against the ex parte grant­

i.c.g of tile applica.tion a.nd took tho position tha.t, t2.!l.der Section 

51 of tho cal~orAia l'u'blic Utilities l.ct IJ. trs.ns!cr of cont:rol 

of ono ra.ilroad to another operating WitA1n this state is 

tullawf'ol. unless approved by this Com:Ussion. No e.:pp11cat1on 

:ror permission to make t!lO proposed tra.a.s!er '70.$ before tMs 

Cot:miS81o:o. either fro::. tho· California. SouthorA or the Sa.o.ta. 1J'0. 

The Interstate Commerco Commission, upon such re-pr~sontation 

fran this Co=c.iseio.:l, Aotified us -::o.a.t tho case would beheld. 

open tor a reasonable time and that fnrthor cO~1dcrat1on to 

this matter would. be given by t~ Interstate Co~rce Co=m1es1on • 

. In the o.pp11cs.tl.Oll before us, tho app11ca.::.t !lev: 

prays that the lIrot.est of this COI:miSSiOll aga.inst the approval . . 
of the proposed lease b~ the Interstate Co~rce Cocmission be 

withdrawn. 

This Commission is fsc11iar With the A1stor,y of this 

reilroad a.ad. aware of tho bos"; i.J:I.terests ot the terr1tor.7' it 

serves. I am· sat1sf1e~ tha~ the proposed transter·of control 

and. the o:pe: rat 10':' of, tho :road. by the &!'~ta. Pe, as proposed. 

'C.:lder the lease ~ nll. bo to tho best iAtorests C1! aJ.l concerned 

and will be. of bene~it to the ?aJ.o Vordo ~e:7, a. com~:c.n1ty 

wh1~ 1s ra:pid~ groW1.c.g ill 1l:porte.Ace and. which. is Vitally 

de:pendent upon good. :r~1l.roa.d. tra..o.sportat1011 facilities. It 

a.ppears to :::le, ac.d tAis view coincides with the vievT ex­

presse:i 'b,. this Co:unission1's engineoring do:part:.ont, thtl.t 

tho oporo.t1o!l 'of the roe.d b~ tAO Sa.J:l.ta. Fe Will result 1iL 

material· operating economies and should result in a better 

a.tld. more dope.adabl.e service t:b.an. is !lOW given. ~he tost1mO~ 
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shows th~t the proposed transfer Will bAve no advorse effect 

upon freight and :pas:o::gor ratos wAich were rece.c::.tly !:1.xed. for 

thiz road by ordara! this Co=m1ssion. 

In view of these facts, it is my rocommendation that 

this ap;plication 'be gra.ll-ted. and I submit the f'0110W1.:::.g form 

of order: 

ORDER ------
California Southern Railroad CO:Panj ~ving made ' 

application to this Commission ~or ~n order granting por.cis­

sion for -t:'a ma.k1ng of ~ proposed. lease to the Atchie·o.o., 

~opeks. c.nd Sao.to. Pe :aa.ilwe:1 COl:l:P~, and for an order a.uthoriz­

ing tho carrying outo! a cont~act made between J. M. Neoland 
.~ 

$Jld. thG SO-Ate. Fa Le..nd. I1:lprover:.ent Comps..o.y, wb1ch hasG a.nd 
.. 

co:.t=c.ct are a.ppliCCJlt fa Z:cl:.ibi'tt: 2 a..c.d. 3 c..c.d. are Ao:t"eby re-

ferred to SAd. ::.ede a ;part of this Q:91J:.io.c. and. Ord.er, and. it . 
appe~ric.g to tho Co=1ezi.o!l t:l:.at, the .proposed tra.a.efe·r o~ 

COJ:.t=ol u.o.dor tAG i!l.st~tullents referred. to is just s,nd roe-SOll­

able a.:ld to tAO 'boet 1.c.terest of St.ll concor.o.od., 

--. 

I~ IS BEEE3Y 03D~ tAat tho applieatio.Q. of c;liforAia 

Southorn Sailroa~ Company, as joined iA b7 the Atchison. ~opdka 

e..o.d. SWlte. Fe 3s.ilway COI:l;pe.,oy, 'be atld tho as::e is horeby' gl's.nted. 

Ulldor tho follo~-ng conditio!l: 

Applicant· sAeJ.l file 't"fith the Co=ission mth1!l 

tbirty (30) dsys from tAo d.ate of this order d'llly G%ocuted. 

copies, in thoir f1~1 form, of Ca) the proposed le~so roforred 

to a.bovo; and. (b) of tho contra.ct tllso referred. to s.bove 'betwe~n 

:J. !V:~ :ioela..tld a.o.d the Sa.c.ts. ]'e !.e..c.d. Il:.provemo·;at Com.pe.c.y.' 
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The foregoing opinioA ana oraer are hereb~:approved 

a.:o.d ordored. filed. a.s the o~1JlioD. and. ord.er of tho :Railroad. 

Co~seioD. of thG state of California. 

De-tee. at San Jrrs.Acizco" 0aJ.1:f'or.c.ia., 'this .,t;/:/!l dIl:r 

of Soptomoor, 1921. 
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