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BEFORE TEE RAILROAD COMISSION OF TEE STAZE OF CALIFOBKiA

In the Matter o2 the Application of g

Californis Souther:z Railrosd Compary, )

& corporation, Loxr leave to lease ) Application 7148.
railroed wader Soction 51 of Pudlic ) |
Ttilitles Act. %

Ward Caspman, for applicant.
Platt Xoot, for The Atchison, Wopeka & Saata
' Fo Railway Cozpany.-

LOVELLND, Comnissioner:

Colifornis Southera Railrosd Compesy, hereinafvor
roferred to as the Californis Soutnerz, atks this Commissidﬁ's
suthority and approval fox the making of a lease of its rall-
road to tae Atcrison, Topeksa & Sanﬁa.Fe Redilwey Company, noerein-
after reforred to ac the Saats Fe. |

Unfeor the torms of the proposed lease the Seate Fe will
acquire control of the Califoranis Souwthern &sd wndertakes to
oparate thet railrosd as, yracticslly, e vranch line of its sys-
tom. |

The Senta Fe joins in thies epplication.

 The reasons for tke proposed caenge of control are .
cet forth in the soplication. It ic slleged tast for seversl
monthe pest the Celifornia Southera hes been operated uwnder adverse
conditions oz sccouwnt of dusiness depressioz suld othez’cirgumr
stences thet have reduced its rovesues and thet large sums will
n&Te +0 be speat in the near futwre in reintonsace aad bette?-
ments. The CeliZornis Somthern, it is alleged, Zindc itself ma~
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able to raise tre necescary fuads for the makiag of swek bet-
te:menxé. The road, as at vreseat overated, lesses Thae dullk
of 4Ts egquipmont Lrom the Sante Fe and the reatal charges ab-
sord & laxrge pasrt of the revesues. There appesrs to0 be 1o pros~
rect of the California Southefn bolng put in a pésition where
it can e,cquiz;e and operats itz own equipmext. |
It furthor appoars thet Zor severallyoars paet the
' Sazte Fe lend Improvemeat Company, here%gafter'reforred to as
the Land Coxpany, & corvoration alliézﬁznd controllod by the
Seats Fe, hes had aﬁoption throughk J. M. Neeland, appliéazx's
prosideat and principel stocknolder, for the- purchase of 21l
of the outstanding boads azd stock of the CaliZorzis Sowtroern
acd that in Mey of 1921 the Iand Company, ot tze ingtence of
M. Neeland, eléctéd to ezercise ifs option to take over all
o2 4no securities of the Californis Sowthera. If appeéré, how=
ever, tzet the Tend Compeany was willing to ezercisq‘this option
only on coniition thet the Celiforaic Soutaers should be leased
0. the Santa Pe.
A contract was eceordingly entered into votween
Ja M; Teelead sad the Iand Corneny, wﬁereby provision was msde
. for the taking over of all of tre bondé ard stock o2 the Cali~
fornie Soutrera and'transfer:ing Yhe operstion of the. road to
the Santa Fo wnder & lease agrecment vhich Lmposed upon the
Sezta Fo the obligetion of mainteining and oporating the rail~
rogi. 'Copies ¢L the proposged leaso aad of the cont:gpt bdtwagn'
J. M. Yeoland and the land Company are on file @itk this Come
zission &g exaibiie im this proceeding. |

Duriasg the nearing of vhis application in San Fran-

cisco, attention was called 4o the fact +hat tho trazsfer of

control of tris railrosd is appareatly to be effected ot by
the proposed lesse slome but by two Loaztrumonts, the loase and
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The Neelanl contract together. The Veeland conxract orovidos
that, 1o addition to his odligation to deliver all of the capital
stock and bonds of tho Califoznia Southorn, lir. Neeland uwnder-

takos to sell 2nd to deliver-

"”he geid California Southoern Railroad cad its:
propexrty zoal axnd porsonal of all Xkindsz, frec and ¢l
of dindebtedness, excepting tho Lindebtednes: repzescnmed
by the outstsnding amount of mortgage bonds and capitel
etock igcued as sot fortk iz caragrcpa A. 0f this section
nnmbored 2."

It was uggocted teat, in order to avoid dclay in tho reander-
ing of - dcci°ion,applicant might wizk 4o amend its appliccxion,
&cking for approval of tne Neeland coat tract as well az the lease..
Applicant's attorney, Xr. Ward ccapman, also tooz tals view
ard stated (Mr. vage 19):
"I was goiag o ssy I think tho idess expressed
‘nere are very pertineat, and if the Commissiorn will.
rerxit me I would like to propose an ameadment whick
shall recite taat tho contract and the leace are ¢oa-
curreant instruxents and roally a paxt of one trans-
action, and 3¢ allied traet tho approval of both is
necezsary, sad I world thoxm chenge tho prayer of oy
potition iz *eauesting the order of approving the
transaction as & whole whick comprises tho loese and
tke coatract for the waole of tac control of all of
the stock and bond as & part of ome transaction.”

Tho anylicax;on may, therelore, be concidere&
as amosdoed according to unc steteront Juzt quotoa.

This zatter firat came to the Commiscion’s atteation
througs ectioa of the Interstate Comhorce Commission. Taat
commiscion, pursuent O tho'provisionjof paragraph 19, |
section 1, of tne Interstate Commerce Act, novified “he Govornor
of this state that application had beon rocolved Lrom tho
Santa FTo for gpproval and gutzorization o2 acquisitvion of con~
trol of the California Southers in tac counties of Sax Berasrdinoe -
and Riverside iz the state of Californis. ”ho'Governor; a8 is
the practice in suci cases e, reforrel the zatter £o this Com-

mission. A copy of tac Saate Fe's applicetion wae filed‘wit“

the Iaterstste Commerce Commission's notiﬁicaxionc This Com-
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migsien wa2 asked to file within ten days such ro-prosentations
or Tequest for formel hoarizg sz the state authorities might
wish to make. thé COmmissicn thorowpoa wirea itz protest to
tae Intorstate Commerce Commission sgainst tho ox pé:te graat-
fng of tne spplication and took tho position thet, under Section
51 of the Celiforafis Public Utilities Lct & transfer of control
of ono railrosd to another opereting within this state 1s
unlewful ualess sprproved by tb@e Commission. No epplication
- for permission Yo melke the proposed transfer wos befbre thals
Commisefon ofither frox the Californie Sowbhora or the Saate Fo.
The Interstate Comméxca Commigsion, wpon such Ee-pxesonxamioﬁ |
from thic Commiseion, notified me Yaet tae case wowld be held
open Lor & reasonsble time and that furtner considcratibn to
this matter would be given by the Iaterstato Commerce Coxmission.
In the applicatién veZore us, the applicast now
prays that the p;dtest 02 this Commission ageinst the apﬁroval
of the proposed lease by the‘Interstaxe Cormerco Commission be
witadrawn. , _ | | ‘
This Commission is familiar with the history of this
reilroad and aware of the best interests of the territory it
serves. I ar satisfied that the proposed traasfer of coatrol
ad the operation of the road by the Soata Pe, as proposed
under the lease, Will bo to the best intorests af all coacexsed
and will be of benefitntb\the Pelo Vordoe Yalley, & community
woich fs rapidly growing in importaace and whick is vitally
dependenx upon good reilroad trénsportgtion f&gititiea. It
appesrs to me, and tis view coincides 7ith the view ex-
pres3ed by this 06mmisaion’s engineéring dopaxrtoent, “hot
tho oporetion of the roed by tho Seats Fe will rosult i
materiél'oporaxing econoﬁies and, should result in & better

and more deperdadle service thaa is now given. The testimony
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showes thet the proposed transfer will have 0o advorse effect
upon freight and pastenger rates walch wore recently Lixed fLor -
tols road by order of thie Commission.

In view of these facts, it iz my recommendation that

this epplication be granted and I zubmit the Lollowicg 267

of ordex:

Colifornie Southern Reilrosd Company bavisg made .
apolication Yo this Commiesion Zor en order greatiag pornis—
sion for tkzo making of & proposed lease to ta¢ Atchicon,
Topeke cnd Santa Fe Raiiway‘COmpany, and for sz oxder puthoriz-
ing the carrying out of & cont;act,mado bétween J; M- Yooland
and the Santse Fo ILead I:provemenz COmpany,'which Zase aﬁﬁ
conzragt-are appiicanx's Zxbivitc 2 and ¥ and are 1oredy re-
forred to and =ede & pé:t_of tkbis Ovirion and Oxéer, aod i
appearing to the Commisczion thax,tbb,proéosed,trénsfqr of
cont»ol uwnder tae instzuments refarred $0 43 Just and reasoz-
" gble nd o tko bost interest of all concoﬁncd,
I0 IS SERERY ORDIRED thet tho spplication of Califorais
Sowtkorn Zeilrosd Company, as joizmed in by the Atchison, Ropeks
and Santa Fo Railway‘Company, be aznd taa 3&&5 is horeby rraated
nndor tho Zollowing condition:
Lppliceat shell £ile with the Commission within
tbirty (20) days £rom'tho date of this oxder &uly exocnﬁei
coplos, in‘thoir‘final forsm, of (&) the vroposed leaso roferred
to sbove: and (b) of the coatract also referred to‘abgve'botweon _

J. K. Fooland 2ad the Santa Te Tand Improvement Cdmpany.“




The foregoling opinion and order are horeby . approved
and ordered f£iled ag the opinion snd order of tho Reilrosd
Comrission oL the sta&e of California. |

Detel a.;t. San Francizeo, Califoraia, this A’Zé/{ aay

of Soptomber, 1921.
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