
D.ecision :No. I Z / b 9 

In t:c.e !I~atte!' of the Applicatior.. of } 
S~OCZ;:CN TZ?1\:!l~ • .lJj Alm 'R1..S;T~..N EAILROAD, )­
~ corporation~ for a certificate ) 
authorizi:l:l.t it to i~.:::a.e cc.pi t:::.l stock. ) 

7lm. Ir. t'!..l)o+'f:. f'o'" Q"O"Ol'; ""o"'t ~ .... ~ ................... "' ..... ~ .. .. 

a ? ! N ION , 

App1ic~tion No. 12952 

The 'Reilroc;c/" COmmisSiOll is aSked to m.ake an ord:er 

authorizi~ the Stockton ~crminal ~nd z~stern ?~ilroea to is~e 

one share of co.l'ital stock to e~ch of its three d.ireetors to 

qualify them us ~ch directors aDd to issue 2,997 shares 

($299~7'OO .. par vrrlue·) of itc c'apital stock" to- Prank A. G'tlern8ey" 

'Seorge E' .. C'atts o.nd F.. J. Dietrich,. as :mem"oers of the comlni ttee· 

repr~senting the c1.epositors of the 'bonds of Stockton Zermi:cal 

~nd. E'astorn Rei1road Compe::J.Y in exells.nge for the property 

rei'orred. to in the written offer C:E:xb.ibit "'3"') of said. Pra:ck !.. .. 

Gu.e~sey,. Georg~ ~. Catts and. ? J. Dietrich. 

Z~e proper.ties of Stockton ~0rminel en~ E~stern 

?~ailroaa. COItpaIlY 't"/ere sole! at foreclostte s·a.le on liovember 8,,. 

19l8. (.llc·tion 1to. 12524 in the o:f'fiC'e of the County Clerk of the 

Superior Court of ·the COttn"'~y of Sen J"o;:~qu1n,. State of" California). 
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':!'.a.e propertiez: of t:c.a.t COIrr.}!aDS Vler~ purehased. 'by 0. committee 

represe~ting the Aolders of 'boncls who Clepositee. their 'bo:nds with 

t~e co::m:.i ttoe-. Zhis committee h~s operatea the properties 

since it aCQ~ired the same. 

It' has nOVf offere,d to sell the lJl'Operties to the 

StoCkton ~erminal and Eastern Rai1ro~d, a new corporatioIl~ on 

condition t~at $~ch co~pany assumo to pay anel/or discharge all 

present liabilities s.gains:t the lJroperti eS. 

~.ibit No. :3 ti:e li8.'bi1i ties ~s of !C<ly 31,. 1926 ~ are· reported 

~t $89.889.77 and cash oIl'hana at ,920,.938.15 and accounte 

rece1 va'ble at :;1,.648.73' .. l!. description of t,ne properties: is 

It is of record. that ~ll the 

properti es~ except ;'!orn out equipment,. aCQuired.. by the committee-

at foreclo:;:u.re :;:ale- i"li11 'be transfer:-e:d to the new COr.P2.ny. 

:2'rom applicant's ::;xhi'bit Ko. 2 it appears that the 

line of ra.ilroad which applics.nt intcr..d$ to a.cquire: is e sta:o.dard 

g~uge steam operated line 0~endinB from Stockton in ~ wester~ 

direction to- Bellot~,. Cslifor:c.la. .. 

mileage VIas as follows:-

On ]ecember 31~ 1925~ th& 

!r.o.in trc.ok l8 ... 6l7.' 
Yard t!'al:ks and 

si~inss 8.601 

Total •.... 21.218 

~t StOckton the railroad has direct track an~ trens-

fer co~ect1o~s for int0rchange ot busiuezs with the C0ntrcl 

California. Tl'a.ction COt1:ps..:oy ,: the Southern J?~cific; ConpCIlY,. TAe 

:Vestern Pacific R~il:ro~d O'om!i~::lY end ~::i t:a The '.:!tct.i~on,. T"o:peka 

and S~~t~ ~e Railwuy Comp~:o.y,. 'by ~ 'bridge' movome~t operated by 

Tile 1,'lestcrn Pacific vr.i.thout charge to the Stockton Terminal and 
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Or1ginully t~c ro~d ~ms o~ersted ~o serve both 

frei~ht ~nd ~~zsengcr business. Follo'.':i:c.g the recci vex-ship 

$oDd. sale of the 'Oro'Oerties the '.:)assen.~or busi:c.ess t"J'CoS dis'continued ... .. ......... 

c.nd. e.t this time the roaa. is ol'ereteo. for freigh.t only. 

In u~plicantfs E7~ibit No.2. a report ~repared by 

~hompson ond Butler~ consulting cnsineers. the value of the 

properties as of .December 31. 1925,. is reported at :)3'7'0,,047 •• 

segressted as follows:-

7a.lue of lalld . . . . • • . • • • . • . • :~65, 785. 
Cost of reproduction less depreoiation. • 286,.64l. 
Other ~le:lents of vc.1ue (5% oi' above) • • 17,,621. 

Total .•.....••• $370 t 047. 

T".ae Illtcrs~ate Commerce CommisSion in its tentative 

va1us. tiOIl,. dated l"pril 1 0" 1926,. finds the value of the proper-

ties of Stoc~tO:l ~e=mir..cl !::llo. Zastern ?o..i1road Comps.ny' as of 

.rune 30,. 1915,. for ra~(; :nCkiIlg purposes' to be :)222,.297 ~ ~he 

:~222,.297. inoludes un a.llow~nce of ;~25,.539.49 for land. ~ho 

present vnlue of land is reported. i:o. a:pplioe.nt f s Exhibit l~o,. 2 

at $155,.785. ~he Intcrst~te Commeroe Commission in its 

tentative valus. tion statez ~hat except as to land.. it used. t~:;~ 

1914 level of ,riceS,. ta.ougc its valuation is as of June 30,. 1916. 

Tho Commission. ztates that in i ts fin~'\,l report it will use' So 

price level es of" JUDe 30,. 1916. Ii. C,,, B'\:ttler ~ consulting 

e~gineer,. ~~tness fo~ applicant, testified that the 1916 prico 

level is about twenty :ive !?crcent higher then the 1914 price 

level .. ~he Interstate Corrur.crce Commission did not include in 

its tentative valuation $647.40 found to be the value ot non-

operative property~ nor the cost of additions and betterments 
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froe. JU!le 30" 1916,. to 'December 30,. 1926,. which is reported ~t 

~;16,.820. 

We 0.0 Dot believe that the ce.:pitcl.ization of the 

:pro:gerties zhould. 'be be~ed. on J?rice~ prevailiug 0'1l December Zl,. 

1925, or on ~ny othor p~rticular date. 

be based on the cost of the properties. 

Cepitalizetion sAould 

It is of record 

howevcr that the or1ginul cost of the properties is not a~ilable. 

We s:-e of the opinion that e. v:::.lue.tiO:C; of this property based on 

the 1914 Drice level plus the cost of ~dditions' !J.nd bettements 

the increase in lend valuos una. tho c~rrent assets ~ffo=d.s· a 

SO'C:ld.er basiS for the issue o! stock than a valUAtion as of todaY'-

based on preeent prices. The order herein will authorize 

applicant to issue 0225,.000. of stock. 

ORDER 

Stockton Terminal and Eastern RailIoaa. As. v1ng applied 

fo the ?ailroe.d. Cocmis~ion for 'Permission to iSSlle !?ZOO:,.OOO'. of 

stock for the ~oses stated in the foregoing opinion,. a public 

h~arin3 having been held beiore Examiner Fankhauser and thet the 

E:.ilroad. CotlI:liesion bci:o.g of the opinion that upplics:lt should be 

:parmi tted to issue :;225,000. o:f stock and. that the e.l'Pl1c·atioXl 

insofar as it i:l.volves the issue of :)'75,000:. of stock should. be 

dismissed~ and that the money, property or lsbor to be' procured 

or paid for through the issue of the :;~225,000. of stock is 

rea.sonably reC!.uireo. by a!l!Jlicall~, and that the e-xpendi tures hereill 

a.uthorized are not in "l/1lo1e or in part reasonablyt chargeable' to 

operating expenses or to 1ncome~ and that this applics~ion shou1~ 
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oe granted us herein ~rovided~ therefore~ 

IT IS ~~o~BY 0?~7RED as follows: 

1. Stockton ~erminal and. Eastern Railroad m:=:y issue and. 

Shall ~el1 icr ~ar tr~ee Shares of its e~pit~l ... 

stock (:~)300 .. par. value) to its o.irectors to 

q".l~lify them as direotors .. and ~hQ.l.l usc the pro-

ceeo.s for working c~:L!!i ta.l. 

Z.. Stockton ~0mins.l and Eastern 'Railroad may issue O:ll or 

3. 

before Decemoer l5,. 1926. not exoeeding 2~247 

sha.res (:9~::: value (;2:24 to '700.) of its stock to 

]'ra.llk A. Guernsey, G'rcorge E. Catts' and F. J. 

Dietric:h as members of the cO'!lllD.itt.ee. re:pl'esenting 

the depositors of the bonds of Stockton Terminal 

and Eastern. Railroad. COtc.:9any in exchange fol' th~y 

p::operty referred to in Exhib1t TtB"' filed i:=. th.is 

proceeding,. so.icl applicant .4~o o.gree: to ~ssu.me to 

pay and./or discharge all ~~esent li~bi11tiee 

c.gai:c.st sai.d ~ropertiez. 

~Ais annlication insofar as it involves the issue of -... 
:'~7 5 ~OOO .. of stock is hereby d.ismissed. wi thou.t 

~n:ejud.ice .. 

4. stockton Te:rmina~ end. Eastern Enilroad shall keel' such 

rec'ora of tee issue,. sale and. d.elivery of the-

stock herein authorized. ano. of the disposition 

of the proceedS ~;s 1.'1111 eno.ble it to file on or 

oeiore th.o 25th day of each month. a verifie'd 

report,. o.s res.uired by the Esilroao. Commi ssion" s 
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General Order Iro. 2.4, which ord.er insofar as. 

applicable, ic :::r.ad.e 0. part of this orde:r. 

~ATED at S~n Pr~cisco~ C~lifornia~ t~is ;(!~ 
day of July, 1926. 

Commissioners. 


