
Decision No. V 

CAL IFO?.NIA. 

I!l..the me"Gt erof the app1ic':s.tion of 
SOUTEI<pN :PACIFIC C01lP.!IIT::"or a:o"Oroval 
of's. lease of railroao. equip me;tam 
for an order authonzingthe issue o:f 
eouiument trustcertificstes ir. the 
amo~t .of $1,170,000. 

Application No,. 1413. ' 

Guy Shoup for applica.Il.t. 

, '"', . , . 

"'" . 'f"·,··., 

Souther:c. ?acifi c CompalJY herei:::. m~ke,s applicitionto 

thls Commission for a.:ppr.oval oia cert·ain lease of ral1roacl>eq,uip:':'. 
, ' ' . . ,.' ! 

!!lent, dated December 1, 1914, providi'llg for Jalle 

O:f4t per cent ten year eClui:pment trust certificstes mat'Uring~an...; 
'. '., . 

nuelly in e<:.ua.l ins't aIlments .• froiIl" :December 1" 191~, to Decemoer' 
,:.",,' 

1,. 1924. These eC]lipment trust certificeteseJ:'e to .be 

t:.:::lconai"Cione.11y 'by Southern :Paci:ficCompe.ny~, both $os to iiit.erest 

a.s to :principal. 

, Southern :Pacific Co:npany pro:poses to acquire, the foliow~"< 
: ..... ~ -

i:c.g e'luipment: 

15 Miks<io pessenge:::- locomot:t"ies @ $19, 969 ~30, ••••• 

5 Mi:k:a.d.o passenger locomotives @ $20,054 •. 76 ..... ~;100,2.7S.8.0:· 

10 Switcning locomotives @ $12,112.94 .......... ~.~ •. 

30· steel passenger coacnes @ $10,653: ............. . 
. , .,\;>' 

20 Steel passenger coaches @ $10, 671 ... ~ ..... ..... • '. .21S~,4,~0·~:?O 
'.'\" .'.', 

~4e,'OOO ~OO:, 16 Elect:i:-ic:c·-mo.:tcr coaches © $15,500.: .............. .. 
~-.. , .. . ..... , .. ,' , ...... . 

6 Electric motor coaches @ ~?15,560 .......... ..... ... 

2 Electric.,motor combination coach and.' . , '.',. " , 
express cers @ $15.400 ..................... ~''',~ .... 30,800.00:: ' 

',-'" 

",Total.' .... $i,,426,0A2:.~7B· 

The applicant proposes ttl; ,p~y app l' 0 z:L mat ely. 15~~'·.6·e:ri~:'·Of'< 
,", " 

tlle purchase price oi'tbi s eqUipment in cash~ leg.ving a.'bSl8.n6~;d::f:::: 



It is: :!?roposed by Sout::c.ern?aci:f'ic CompaIlY to enter, 

i:::l.to a lease of the said equi};l!::'.ent :heretofore descn bed~ with 

C:ornr:lercie.l :cru.st CompsIlY of Philadel.phia,. and, to enter into an 

agreement'W"lth. Earry- E. Righter and William :L. Fry as the vendors 

o~ this equipment, and with Co~ercial Tru.stCompsny o::t' ?hilede-l:-, 

phia, ss Trustee. Copies of this lease and agreement have:, be: en ' 
. ". 

filed with. this Com:rd.ssion in connection with t-heap:plic:a.tio,Xl herem 

as E:x:hib:!l:1:; ft J.. u: ,. to Which ref erenc,El' is here by: !ll2 de. 

Under the terms of this lease and agreement·the title to 

the equipment will rest with CO:c:r::!:.ercial. Trust. Company of':2h.iladel~ 
, . 

phia,. and Sou.thern :2scific Co:o.pa:oy will. scquire the equipment thr<?ugh 

leese. The unpaid balsnce of $1,170,000 upon the purch$se :price of' 

the eqtdpment will be met through an issue of SQ.u.thernpaci:tic., eqttip-" 

:c.ent trust Series C. eertificates. ZAes:e certificates. will C;arry 

dividend warrants at the :::-ate of' 4t J?er cent per annum.,paya1l1e 

.' J1lIl0 I e:o.d Decem'be:::- 1,. the certificates. maturing serially' d in.SI!tOtmts 

of $1l7,.000 every year for ten years,. beginning:Decembert~· 1915 •. 
. 1!he certifieate.s will 'be: callabl.e ,on. December J.~. 19'19' or on " 

any June 1. or December 1 thereafter st· l.ozt :per cent o,f par.:I!he ~­

tificates . will be go.e.ran teed 'by Southe'rnPac,ific -COl!q)sni-

Zb.e 1 ease provides for rental payments by Southern?ac1fic. 
, , 

Conpsny which shall. be equal to the annual 1ns:ts.l.lments. and the:div-:" 

ide:::ld warrants" of' the equipment trustcert·ificates. 

The Southern Pacific may purchase tb::e. e¢:pment under 

COnditions,. aIld provision is made by: Which. th.e S6uthernP'Sc'ifia: 

S.Ssu:neS ti tIe s.:fter the pa~ymeIlt of' ,the principal of the' equipment " 

trust certificetes. 

Reretofore,.inA:p,plicstion No.484~. Southern ?,acif'lc Co~-: 

panya1'plied to this Cormtission for authority- to enterinto8riagree; 

ment . providing for S:l issue oi i te. eqUipment trustcertifi<!stes,. 

Series i. 'Zhereafte.r~ in Application No. 728~ Southern J?acificCom-

psny aliplied to ·tlls- qommis;sion for authority to~nter into:8n':agree~: 

mentand lease providing for the issue of' its equip:mentt~i;:"cer-
. ' .. 

tificstes, ~rias B.Reference is hereby- ma.de to- said .sPJ?lic:'aiioris.:: . 
'" I'· ' .. 
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. . 

ana the orders of this COi"f)'C'r'ssion thereon. T"ne lease' and agreement' 

filed. in co:nnectio,ri with the present s~plics.tio:o.:as Rx:hibitrrA~ ere .' 

substantially in for:c. and in most ms texial ,ess~ntials, similar"to 
.. , 

the leas'es S!l.d agreements 1Ulder wl'lichthis commission 8't7,thorfzed 
'" 

Southern :E>iciiic c.ompany to issue its equipment t:rustcerti:f'i'~at~s:~ 
• , ': ...... ' "j 

'." 
l,'" 

Series A and Series 3. ,Reference is hereby rnadeto the' OpiD.16ns: ., 
. .,' 

and orders of this CoIllIllission authorizing said eql.liJ?J:l.e;nttrUst,,'Ce~;"" 
" .--, 

"" .' 

tificates fa::: the details of said leases and egreecients. 

ZAe lease and ag:-eement hereinpro,posed differ from.tllose: 

submitted in connection. wi tb. the issue of s:pplic'ant".s eq'1tipme.D.t:t~st:' 
certificateS,. Series A and Series :0, in that the presentp:ro:pos'al " 

\, . . "'," 

"Orovides for the payment in cash of' 15 :per cento~ the :purchss,e:i>rice "", - " ,', , 

of tL!e 6'l;:i]?r::lent, :an.d dOes: not obligate Sout:ier:n ?'scificCompa:cy td 

pay the :i.?edersl incooe tax ::for the benefit" of: the. holders' of ' said 

cer~ificates;, w:b.ereas the leases and agreemer.tsmiderwhic]i' s.:ppli~ 

cant IS eg:o.i.pI:1ent tru.st certificates, Series};. and Series 

s"G.ed, :prOVided for the l'syment ill cash of 10: per cent of 

:price of the equipment and did not absolve:the app,licant:iro,mt,b.e: 

payment oithe Peclereli:lcorle tax for the b~ne.:rit of the holder,S " " 

of said equipmenttru:st certificates, Series!. an,dSerie,s B. 
. ' .. 

It is clear that ap,plicar:.:.t needs the additio:aal ~oc()m6t:ives 
.t ',. 

and passellger coeches which. it herein ,:propose·s "toacqu.ire~:ch.e 

Southern ?acific will~ease the electric eqUipment whichitn01r pro-

poses: toscquire:o to' Pacific Electric Railway CompatIy, whichiso.ue· 

of $~\.:plics.ntTs, suosidiaries. 

Applicant'ssks.for su.tb.orityt,o sell i,ts equipment trust 
:' q 

certificates, Series C, on. a basis whic.h" with int:erest::warrants:,.' 

fii§liOiIDH, . ~9~~ §~ 2Il~, v Will, Wi.n lil~iv'iM lntm~u oilarguDlfV.puJ 
cant .. ' on the Cas:i.e of the aversge mst-o.r:i. t'ies 0':1:. said e'quii?ment:, 

,', 

tro.st certificates. 
I :reconmend. that the apDlicationbe gl"ant,ed and. s"O.bmit 

the ~ollo~g£or.m of order: 
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O "p ":"I ":;' ? 
- .::: ~ .::: .:!-

SOUTEE.'i\.:.Y PACIFIC COiliP.AlIl"Y having sp:pliecl,t:othis' CommisSion"for 

s.n o:rcier a:u~horizing it to enter into e lease'of: !"ailroadequipment 

::ro:n Commercial Trust Company of :Phila.delphia, ,a!:d to ent,er in'toan' 

agreement with Earry E. ,Righter and. wiilie.:n ,L. PrY ana. C.OImlleJ.=cia,l Trtlst.· • 

Co;n:pSllY of ?b.i1adelphia., said proposed lease~nd. said proposeo:,agre~-: 
. ' . '. . . . . '. 

:r..ent'·oeing bo'tn a.eted.Dece~ber 1, 1914,an,d.acopyof said. lease, and, 

e. copy 0= safo. agreemerlt ha.ving -oeeZl 'fileCi. in connectidn with ,the 
~. .' 

cation herein ana. marked. Exhibit TTArT; 

.Aim SOuTE ,,:R1'[ P ACI]1IC COICP.A1IT naving eppliedto this', 

for an order aU"tllorizi:ag it to guarantee an, issue of equipDlerittI1ts~t,· 
",,'~ . 

certiiicat es. Series C. the issue o,f which is' :provia:e~ f~r.-b.nd~r'the 

tems oi~ said lease and agreement, a.ated.:Oecember'l~ 1914" sa.id,e:g:tlf~;­
me!l.t trust certificates, Series C, to asgr-ega.te 

to bea.r o.ividend warrants s:t the rate of %-per 
-'"' ..... 

on the first d.a.yof JU!!..e aud the first day o:f December:of.eacll 

said. certIficates to !nature in t en eQual instal1me:nts y peyabIe 
.c:. 

lyon ]eceI!lbe:::-1st of each. year., from December 1., 1915 y tODecember]~~" 
, ' 

192~". inclusive, a form o·f said eqUipment trust'certifica:t.esand 

6-lS!'arLtee OI SouthenJ.?a.ci !~C Com?e.ny, tilereon oeil1g contai'ned:in s~i~l 
"'. "", './: """,';"" "."", ' copy of agreement.; and Southern Pacific Cornpanyb'sying &:pplied~s.ls:o ·'i:or ... " 

~;c.thori ty to issue sai,d eqUipment trust certi:f'i.c:?~esand tOP8;yd.~S~01l!l.ts 
.'.' , I 

and commissions which, with. the 4i- per cent dividendwar:rants ,shall. 

a.::!lount not to exceed 5.75 :per cent. on the 'be'sisot the average 

ties of saie. equipment trust ce:ttificate,s;, 

.A,1"D A :s:EA2.ING UVING :OEm; ~i,D u:pon sa.id z.pp1ica:tionand .. , it 
appez.ring thattiie eq,uipment to be obtained by Sout2lern l>a:c:fj"ic c.onrp:a.riY:<' 

Ulla.er the terms of saia. Ie,ase and. said. agreement, is,rea.sona.bly.re:q'li:ti;~ci:> 
.' , ' \' 

in the cona.uct of its "business, a.."'ld thst1ihe' p:roeeeds of ss.idcarequi:pf:" . 
. , ".~ 

~ent t:-ust certificates $ore !lot reasonably, cb.argeebl~to 
::". 

penses or to income~ 

IT IS ,FZ?..EJ3Y ORDERED that the applica.tion be and it 
~rs.nted, subject to the following conc.i-tions: 

(1) Southern Pacific Comp~y shall keep separa.te,' 
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accu:cete account showing the receipt and s,p:plic ation in detail of 

the .~roceed.s of said. car eqti:pment trust certi 'ficates. in so :;:"'ar. 'as 

they affect "the e9.uipment to be usee. by the :Pacific Electric RailwaY 

Co:n.pany excl1:.sively within the State ofOalifomia., ando.n orbefo.re 

the twen"ty-iifth day of each ::c.ont:c. shaLl make a verified.r.e:port, to: .' 

this CO'j'TMj ssiD.n stating the sa.leor sales o:f.said. equipment trtist .. 

certifica:t~s, with the terms and condi"tions tllereof •. the money. reaiiz:ed.,· 

tileref:::-om ane. the i ss'O.e ana. a:p:plication of suchJ;p.oileys, aLl.' i!:,;~ccor~. 

a..s.nce .. with this Commission's General O:!:d.er No. 24, iibich o.rd.er~·but· 

o:lly ,i~'SO fa.r as applicable, is made a part of thiS· ora.er~ 

(2) The authority llerei!l. granted. shell. becoIlleeffectiV~:' 
only when the Southern ?acific Cor::pany shell have pa-i"a.. thef'eepre,:", 

scri'bed. ur..d.er Section 51 of the Public Utilities' Aetas 

. ,,' , 

The foregoing Opinion and. O::d.er a::-e ,hereby approved: 

oro.ereo. filed. as the. Opinion and. Orc.er of the .Rail:r:os.dC:o~ssio:n.'6f 

the State of C&liforni~. 

tated.s.t San Francisco, Ca,lifor:n.ia, . this 

Nove~'ber~ 1914. 


