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ing it possible to receive a better close up indication. The
interlocking machines are all Union Switch & Signal Com-

pany electro-mechanical Type S-8.
No Trunking Used

It is noticeable that no wooden trunking was used except
for the bootleg connections to the rail on either the automatic
signals or the interlockings. All wires from the tower to the
relay boxes are carried in factory made cables of No. 14
copper insulated wire. Where highways cross the tracks in
the limits of an interlocking, the cables are carried over the
highway, being supported on each side by a 25-ft. steel pole.
Parkway cable buried 18 in. below the base of the rail is
used for all rail connections.

The wiring on all signal bridges is carried in galvanized
iron conduits, Crouse-Hinds condulets being used at all turns
and outlets.

The installation of these interlocking plants and automatic
signals was handled entirely by signal department forces of

the Illinois Central.

Louisville & Nashville Authorized
to Issue Stock Dividend

WasHingroN, D. C.

HE INTERSTATE CoMMERCE CoMMISSION on February

24 issued an order authorizing the Louisville & Nash-

ville to issue $45,000,000 of capital stock to be dis-
tributed as a dividend on condition that certain holdings of
stock of affiliated carrier companies shall not be disposed of
without first procuring permission from the commission, and
that no expenditures made prior to October 1, 1922, shall
hereafter be capitalized by the issue of bonds or other securi-
ties to reimburse the treasury.

By a report and order in this proceeding entered Decem-
ber 17, 1921, the commission disposed of so much of the
company’s application as related to its first and refunding
mortgage bonds, but deferred consideration of its request for
authority to issue $53,000,000 of capital stock, or such por-
tion thereof as the commission might permit, by distributing
the same pro rata among its stockholders as a dividend.
Additional evidence has been recently submitted in support
of the proposed stock dividend.

No objection to the granting of this part of the application
was presented.

The company has an authorized capital stock of $125,000,-
000, of which $72,000,000 was outstanding. On September
30, 1922, its funded debt unmatured account showed a book
liability of $244,074,595, of which $41,190,535 was held by
or for the applicant and $202,884,060 was actually out-
standing.

The unmatured funded debt actually outstanding as of
that date was more than 2.81 times the par value of its out-
standing stock. The amount of such debt, however, will be
less than twice the par value of its outstanding stock after the
dxstnbption of the stock dividend authorized.

To justify the proposed stock dividend the applicant con-
tended that a stock base of at least $125,000,000 is necessary
to enable it to meet its present and future financial require-
ments.'including the refunding of outstanding bonds, without
exceeding the 3 to 1 ratio prescribed in its first and refund-
Ing mortgage. This contention assumes, the commission said,
that its pecuniary needs are to be met largely, if not entirely,
through bond issues, but it may be that a substantial portion
of its capital needs can be met, hereafter as herctofore, by
Appropriations from income or surplus.

Ihe applicant urged that the stock dividend should be
authorized because a great part of its income, which might

Google

have been paid to its stockholders, has been used to improve
and add to its properties. In this connection it asserts that
the amount of its outstanding stock is small in comparison
with the extent, value and importance of its properties, and
that its surplus far exceeds the amount of the proposed divi-
dend. It presented evidence to show that its investments
aggregated $153,363,800 on June 30, 1902, and $371,453,-
832 on September 30, 1922—an increase of $218,090,032;
that $216,555,626 of this increase was on account of road
and equipment (including $1,939,865 improvements on
leased railway property) and $1,534,406 thereof on ac-
count of securities and other assets; and that between those
dates there was an increase in its capitalization of but

$125,408,512.

Since there is evidence, the report says, that no proceeds
of capital stock or of long-term obligations, issued prior to
June 30, 1902, were in its treasury on that date, the record
establishes that the applicant expended and charged to its
investment accounts, during the period stated, $92,681,520
which has not been capitalized. The balance sheet as of
September 30, 1922, shows a book surplus of $82,912,437,
investments aggregating $371,453,832, and total assets of

$432,068,206. :
The company contended that it has the absolute legal

right to distribute, in the form of a stock dividend, its entire
surplus, regardless of the nature of the assets of which it
consists, but the commission holds that it should authorize
the capitalization of those assets of the carrier -only which
have been provided and which are intended for: continuing

productive use in the service of transportation. Such assets
are referred to as ‘“capitalizable assets.” Regarding these

the commission says in part:

The book investment of the applicant in affiliated companies on
September 30, 1922, was $22,564,217, of which; $18,385,158 was in-
vested in stocks. We are of the opinion that,-ordinarily a carrier
may properly capitalize investments in the stock of another cor-
poration where and only where, the latter is the owner of
operated railway property and the carricr's holdings are sufficient
and essential to give it control of that co#poration and it appears
that such control will probably be permanent. . Since. our order
herein will prevent the applicant’s disposing of any stock of the
Nashville & Decatur Railroad Company or of the Central Transfer
Railway & Storage Company without first procuring permission’
from us in this proceeding, its present holdings of stock in these
companies will be treated as capitalizable assets. The applicant
holds a majority of the stock of the Nashville, Chattanooga & St.
Louis and of the Louisville, Henderson & St. Louis, and may be
permitted to capitalize these holdings under the rule above stated.
Special circumstances justify our authorizing it to capitalize its
stock holdings in three .other companies. The applicant and the
Southern Railway Company are joint and equal owners of all the
stock of the Woodstock & Blocton Railway Company, and operate
their respective trains over its road, each retaining for itself the
revenues earned and bearing its proportion of the cost of main-
tenance and of jointly operated switching service. They are the
virtual owners of the properties of this company. The applicant
holds two-thirds, and the Chesapeake & Ohio one-third, of the
stock of the Lexington Union Staticn Company and they jointly
use its property. In order to encourage the construction and use
of union stations, a carricr may properly be allowed to capitalize
its actual investments in the stocks of union station companies,
whether or not its holdings give it control. And, for similar rea-
sons, the applicant will be granted authority to capitalize its hold-
ings of stock in the Missouri & Illinois Bridge & Belt Railroad
Company. It holds 9.09 per cent, and other carriers the remainder,
of the stock of that company, the properties of which are used by
them to cross the river at St. Louis. The applicant’s book in-
vestment in the stocks of these seven companies is $13,641.416.
Our order will contain a provision concerning the stocks of the
five companics last mentioned similar to that relating to the Nash-
ville & Decatur stock. The applicant has consented to such a pro-
vision. The present record does not justify the finding that the
applicant’s investments in the stocks of other affiliated companics
are capitalizable,

The applicant’s balance sheet as of September 30, 1922, shows
$72,000.000 of capital stock and $202.8%4,000 of long-term obliga-
tions actually outstanding; and the applicant concedes that $10.993
of government grants should also be treated as a capital lability.
Its actual capitalization on that date may therefore be stated as
$274,895,055.  The nominally issued and nominally outstanding



