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!n the ~~tte= of tAC kp~lic~tion of 
SOUTi .. iU\.;.\ :PACI?! C COr::EJ.J.:r:l for 'the a'!)-
prov~ of ~ le~oe 0: railro~d equip-
men~ from Commorcicl Trust Comp~y 
to Southern Pacific Com~~~y ~nd ~ 
o,ereemcnt ·oetween 5arry E. Righter 
and '7lr:. L. Fry 'l.7i'th 'the Conomercial Trust: 
C'o:::'l':;:ny $.no. Sou 't~e::,n Pac i 1'i c C orr.po.ny , 
and for an order authorizice tAO ieaue 
of truzt ccr'tir1c~tee ~e~rovided in 
s$.10. leo..:3e a.."'ld agreement • ............................................. 

· · 

A~~lie~tion No. 484. -

Guy Y. Shou, .:;Lnd Henley C. :Booth fo:: a:.n)lican't. 

This 1$ ~ a~plication by the Southern Pacific Com,~"'lY to 

enter into an agreement for tne ac~uicition by lease o~ railroad 

equipment ~d to iszue equipment trU$'t ccrtificateo and 'to euur~ntee 
.' 

these cer'ti!iccte~ uncondition~lly ~: to ,rincipal ~"'ld interezt. 

VAile this is in erfec~ an ¢nc~orance u,on tA~ property 

of tA~ Southern P~ci!ic Compnny for 90% or the purc~:e ~rice of 

the e~ui,:ent involve~, ~= will be pointed out herec!ter, yet I do 

not c on3ic.er i t nece$~:J.rY· for the pur:pozcz of ti:.is a:oplication to ' 

ent~r into ~ coneiderstion o~ the Southern Pacific Compcny'~ !i~ci~ 

·cor.clition other than to call ~tter.tion to the f~ct ttAt ~Aiz com~cny 

is o:pcr~ti::.g .c..t 3. substantial ,rofit at wMt, under 'tille, law" we muzt 

:ll.seu::r.e to be pr i::r.:l. fc.cie rco.r;.onc.ble rates, ~ci thc't i t ~s 'been' r;ay-

ine not only interest on c.ll its outitondinc obligations in 1"ull.~ ... 
"out t~2 aleo been paYin~ ~ivi~end~ upon its ctoc~, wnlch for the 

fi 3cal yeo:r er.ding .june 30, 19l2, c.:nounted to $16,~ 560 ,Z4.2. 32'1 vnj;'ch .. 

W&.c at :the r3.te of s%"upon $272,672,405 ::?ar v:llue of stock. In :l.d.~ 

t, • • I ~.,. '~". "l1li. ~~.:: ~,.,,i,t .. ( .. . 
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_It ~~y therefore be ~res~ed from the outset without ~, det~iled 

of meetine ~ll oblie~tior.3 thut could arise under the ~~p11cctio~ 

he::-ein, C'.."'ld th3.t t.he :sme docs not conoti'tute an Unreasonable a.d': 

0.1 tior. to ::. t.s out'standing obligation:; po:ticulo.rly io -;hi s 'tr:ue,. 

inee~endent of e:y other fact, ~incc under the application the 

c."lico.nt will secure $11,..t!~:29,010 VlO:'t.h. of c.o.di tiono.l new eo.u1:pc.ent, 

and. will only €odd. to its out::3t~.r.dine ooliea.tionz the SU:l. of $10,.l20,000, 

as will ~ore fully appe~r here~f~er. , . 
The Southern Pacific Compc.ny sto.tcz in it:; ~p:91ication 'tiul.t 

the e~ui!,ment it now possesses io insufficient ~nd inc.deo.:uate for it: 

:.;>u-~o sez, c:.d that it req,uires sdd:!' t ional eq,uipment to meet the 

ir.cre~eee deu.sndc of traffic.' ~. G. F. Ricr~rdzonJ Superir.tcn~cnt 

t~e o.l'plicant, f:lta .. t.¢~ that the cqui:pment to 'oe purch.c.ecd. under too 
a,plication' re!>rceent s the uzucl ~.c1,6.1 ti onel equip:cnt needed. o.nnuc.lly, 

and : ~ee nO reaoon for questioning, eueh $t&.tC:len't'. 

T!J.e !ollowine equipment mld tho l'X'icc to ·oe pa.id, thereto:' 

3181 :Sox os.rz...................................... $ :3,719,,601 
961 Gondola o~rc................................ 1,026~,16Z 
700 Wor;:; 00:0.......................... 814,078, 
eso Stock cars........................ 850~350 
400 Automobile ears..................... 579,000 
240 Flat cars........................ 220,800 
200Tsr.k co.ro'................................... 2:73,500' 

45 C:,~booee cere .................... ~ .. .. • ••• 60,660 
5 Ga.oo1-inc tlotors ..... '. .. • .. • • .. • • .. .. .. .. • .. 106',665 

84 Zlectric paczengcr c03che5 •••••• ~ 1,16~,Z69 
114 Locomotive:................................ 2,548,,174 

25 ~ ende:" e ............................ ___ ' _7:..;:5~tz.;O:::.;5::.0;:;-.' '_ 

To~al ......... . $11,42.9,010 " 

T~iz equipment ~ppllc~r.t dccirec to uee u,on tr.e lines of 
, 

rc.ilrc~6 ovmed ?r opcratec by it ao lecaec, ~d it i~ al$oto be 
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Houz'ton and ~e~8 Railro~d Coc~uny, 
Calvect.on, Ro.rrie'burg c..."ld Sa."l A."'ltonio R=.ilVlo.y COtl::,:>:;;.ny, 
Houston, E~ot' and We~t T~o ?~ilw~y Comp~YJ 
:?ortl;;:.d, Euee:le end E~,oter:l R~ilwo.y CO'V4[Jc:ny, 
Eou~ton ~d ~exao Centr~l R~ilway Com~any, 
Uo:."eo.no, ::.,ouicc..na and Tc:tO.c R~ilroc.<l c.nci. Ste.?moAi:r> CO:::'1:I.!:Jlj II 
?en~nzul~ R~ilway Co=)~y. 
San Jooe R~ilro~c, 
Freano Traction Cou.~~ny, 
Stockton Electric Com~any. 

v.."lile mo.."'lY of t:a.e serooA 2, ~.o well a::: :luch ot: the l'ro:per~:r 

of the Southern Pacific COIll!lar..y, upon ";'I:hich the lien iz ,oought to' 

tl1.z.t it desire:! tlle "ol~:r.ket $,':lthority eo $,0 to'remove o.ny doubt of 

t ' '~ 'I it' JO. 4 i JO ' nc .,.eeLS',.. y 0 ... e:n.y o. tnc eq,u .. l'ment tru~t ccrt .. ic~te::: t.iUl.t m::.y 

The plan und.er which Southern Pacific COt:'l,:p~y is to lec.::e 

this equip=ent and under, whi~h the eo.uipment truzt certific~tez ~ze 

-:0 'be iczued i~, cO·lered by two agreement:.. ~hesc:;.rc 'the agreerrlent 

between ~arry E. Riehter and ~il11am' L. FrY, Co=merci~l' Truzt Co:p~y 

of Fhiledelphi~ ~~d South~rn Pccific Com~any, and the 'lease froe 

Co~ercial Trust ~ Co=p~y of PAiladclphi~ to'Southcrn ?~cifie 

Com~~y. The ~ereemen~ is of ~~eh 1st, 1915 by and oe~wecn 

Harry E. P.iSAter and William L. Pry 0: Pennsylvcni~ (vendor~ ot ~~e 

cCi.ui,t:.ent ~"l.d ?..l'lOM'l in thio' ~e;reement 2.$ th.e vendor::), CO:m::lcr,cial 

Truet Co:npo.."l.Y of Phil~dell?~ia (tlle -trustee he:::-eir.. o.nd de::1gm1.ted the 

~ruetee), c.nd Southern Fa.cific Company (d.esignated the coml'o.ny). 

iJnder this agreement the vendorcare to deliver -:,he 

e~uip~ent ~bove 'mentioned to the person: deoig~~ted by the tru::tce, 

who will ~e the officers of the South~rn ?~cific Co:vany. ~he ~itle 

to tee equipment i= to be vested ~ith the tructee. ~he truztee 

it then to execute n lease of the equipment to the SoutAern pacific 

Com,any. Upon receipt of the e~uipment and the execution of 'the 

lease to the Souther~ Po.cific Comp:my, the tru~tec will turn over 

to the vendor::: Soutller::. J?~cific equipment trust. ccrtificateo, Sel'ie:: 

J .... , not t.o, exceed. 90% _ 0'£ tile coot of the ec;.ui:pment. As 2.n altern~tive 

thene eo.uip:::.cn-: ~rU6t. cert1ficc.teo TUJ.y ·oe turr:.cd ove:- oy tn.e truotee 

face value of oucn certificate:::. !t is fu!'ther provid.e4 in the 
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~ ~ereemcr.t t~t the Southern ?~ci!ie Com~en~ m~y ~t et~~ed t1mcz cr~e~ 

~~=.:r. en. J. ~ t, 1918, Jiur or...:'. 2 e th e c '!. u11Jmcn t. 

'The le:lsc' ie do.te<i :larch l::t, 1913, uncier th.e ter::o 01" 

le.?ces tl':.e equi~::.ent above r..otcd to tile Sou'the::n P:::.ei!:l.c Com~cny. 

The co:;.c.i tionc of thi ~ 1e.o.oc :::ay ·oe c".,~rize<i ~= followz: 

(l) As the e~uipment is d.eli..,ere~ by the truetee to the 

So~-:hc:':l Pacific Co::po.ny the latter will pay in cath 'toile difference 

between the cost price of euch equipment and the face val~e of the 

$0 t~t this su: ohall rc:prcscnt 10% of the c02t price, the bal~ncc 

of 90% to be covered by the equi,~cr.t truet cer~ificatoe. 

(2)' The So~ther~ B~cific Company s~ll ~ay the re~oonaolc 

ex,ensec of the trust. 

(S) . The Sov::hcrn P:l.cific Co~p::.ny eh:l.ll pay the t~xe:: 
•• 0'" • 

~ccruing on the ,roperty o.nd ~y other taxe: th~t ~y aricc fro: 

'CAe tranco.ction. 

(4) The principal of tne3e truot certifica.tco 3:~11 

o.:Aount 'to $10,120,000, rold the princirw.l o1':.o.ll 'fall due in teneq,ual 

in~':all::.en.':.z ec.ch ye:lr for ten year:, beelnning Msrch let, 1914,' snd 

r~ing to ~srCA lot, 1925. The Southern Pacific Comp~ny ~greez to 

~y 'tilece a..~ual i::.otc.llmentc '0.$ they fD.:!.l due. 

(5) The Southern Pacific Com~ny agree3 to p~y the 

di~1aend or intere$t-warrcnt on the equ1p~ent 'tru2t certificate: at 

the ro::.e of ~ :per annum. 

(6) , Til.e SO\i.thern Pac:l.tic Company gus.rs.nteeo tAC princ1:pal 

an~ i;.terezt of theoe equipment truzt ce~tif.icatec unconditionally. 

(7) The 't~tle to the. equipment shall rem~in with til.e 

'trustee until tile Southern.Pa.cific Compc.ny eha.ll complete tlle payment 

(8) The Southern :P~cifie Compar.j may ~ure~ze 'the ec.ui~ 

men":. st 2t$.ted time: o.!tc:' ~ch 1st, 1918, 'oj pc.yiue; the face vo.1ue 

o~ the outetanding equip~ent truzt certificateo w1t~ a premiUQ of 



(9) Upo~ def~ult of pri~ci~~l or interect ~y t~e Sout~crn 

t~uotee ~y take ~o2zeeoion o~ and oell the e~uivmcnt for the benefit 

of the hol~ers of the equipment trust ccrtitic~te:. 

(10) Ee..ui:Pment may 'be sold. 'by the Sov.thern Pacific COl:.:!;I=Y 

~o out~iderc upon depo::,.:!.:t with the trustee of amount received. :me. 

sufficient in addition to m~e up the full coot price. 

equip::c.ent truot certifico.tec .. 

(12) Each ca.r leo.ced under this agreement ohall bc~r the 

:lig%:. "So"..r::hern Ps.cificEquipment 'l:ruet, Seriez A, Commerciz..l ~ruet·, '; 

Co~p~y) tru~tee, ownor." 

(13) ~he Southern P~ci:ric CCTC:p:;ny ml.:.ot keep cq,ui:r/mcnt 

in repair and insured. 

(14) Eq;t.11ptlcnt ~y not ·oe. zuj~le~ wi thc-1.i.t t:b.e concent o! 

the tructce._ 

!t iz teotified that this io the usu~ form b7 Which r~il-

rc~do th~oughout the Unitec. Sto:-:.ez cecurc thci:' eo..ui!Jment.The 

issue of ec:.ui:9me~t tru~:t certificstec io e..loo in the u=u~ :f'om:.. 

The whole ~1~ ree.ucec it~elr to thi:: 

sou~hern P~ci!ie Com~~~y desire: to !Jurch~oc equipment 

";';'hieh -::i11 co::,.t. $11,429 , 010. Agair:.:::t t::'ic will 'be iccued. cquipce::.t 

truzt certific~te: to the, ~ount of $10,120,000, le~ving ~ b~l~ee 

to 'be pc.id in each of $1,3:09,010. 14i::: COoSA will 'be ;>aid from 'time 

to ti:e ~~ the equipment iz 'turned over repreoentine c.p,roximately 

:0% of .t.he coet ~rice of ouch oqui~ment ~s it ie tur:e~ over. :he 

e~~i,ment tr~ct certificatez run for ten ye~ro, ~nd there~o=e: ull 

o! the co.uip~ent will 00 ~~id fo:, ~t tho end of ten yesre. 2uch a 

zyeter:::. of p~y':!.ne: for equipment zeem::: tl.dvicc.'ble a~ eq.uipment de~rec

i~tco ra,ic.11;~ &.no. :;:. lone term bond :night still be out:::t:.lr.dine;: lone;: 

=..f-:.er tee eq,uil'mer.l.'t ~d been ... ·/orn ou~ coIt;:?letely o.nd di o·cQ..:'G.cc1 .. 
\,. ... :, . .' ... , 

I, .. ,,:.,; 

the ti'tle to t::'e equillcent in the nc:n.e 0: tr..e truetec while ccrtificQ:te o. 
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&:0 outtr:'::1.nding o.go.ins't it. The 1co.cc to the SoutAern Pacific 

Co:::!)o.ny iz :J. ~ mer'¢' formc.l m::.tt.er ~de nCCC2So,ry 'bj" the fact tb..o.t 

'the Southern :Pacific CO:llj/:ulY does not 'buy the eo..ui:pmcnt outright 

but muzt ~ve the legal rieht 'to use the o~~e. 

Ao : see 't~e whole m~tter it i~ ,r~c~ic~llY eo !ollow~: 

The Southern P~cific Co:n~~y dezireo to secure ~ cert~in 

~~c~~t of equipment ~or wAicA it doeo not dezire to ~a:r in cash but 

c.csirez to extend the r>aymentc over ten year::. Inzte~G. 0'£ i::euing 

bondciti3eue~ trust certi!icutec coverinz 90~' of the val~c of the 

i e delivered.. 

this eo..ui~~ent,wo~d be needed within the ye~~, it may be a::~umed, 

that the $1,309,OlO will be ~a.id within the 'next ye:xr :.nd the ec:.ul,-

::nent eccured, lea.ving 'the Sout.hern Po.cific Com:rto.ny in ,ro.ctic:::.l owner-

~hip of the eo.u1pment with c mortgcge :::.so.1n:t the same ~~ountins to 

90~ of ito '1a.lue upon which the South~rn Po.cific Co:n,.mlY io ~::.yi::.e 

The so~thern Pacif.ic Cou.,~y need:: tho e~uipment: it is ~o ~hc 

interect of the ,u~liC that it choul~ have it. ! am convinced from 

the evidence t:a..o..t the price pa.id i:: not exor"oito.nt. I c.m cle:::ly 

t~~ ~p!>lie~:.~, :::"'''l.c. I l'ecotlme:ci. thc.t the c.Ji~li,ca:tion 'be er~ted 0.:0.0. the 

: suom1t the followine order: 

ORDER _ .... _---

Southe::'n ~a,cific Co:r.:lt~Y for eli· ord.er of t:'li: COm:cliszion n.ut1'lDrizine 

it to enter into a contr~ct Wi~A Co~ercialTruct Compcny of 

p:o.iladelphi~ for the lecce of rai1ro~~ equi~ment un~er thct cert~i::. 

,ir.d.entvsc d,atcd :Ee:-ch 1, 191:3, ancl.:riled. v:i th t.hic Co=ioeion c.z ;?o.:"t 

of Exhibit E; ~d for ~r. order of thic Co:miszion aut~orizing :~id 

Southern Pacific CornD~Y to enter in":. 0 o.n ~ereement with 'i!.Zrry E. 
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,hie. :?X'ovio.ir.g tor an iC$ue or eC;J.:.i::tment truot. cer'tificc.tec of t.l':.e 

fc.ce vs.lu~ of $10,,120,000 due ocrially in ·ten eq,u.o.l o..."¥lno.ul in-

~-;o.11:en~5 from !.Larch 1, 1914 ~o ~c.rch 1, 1925, with d1"tidend 

coupo::.e :i:.y:;:.'b1e at t.t.c r::l.te of t~-% J?er c.nnmn, z~,i6, eo..uiIJment trust 
, I I ". 

certifie::>.te~ 'to be lmown .'l$ tlSoutherl/ .J?~c::'fio' Equil'I:l¢nt Truzt 
• ..', , ~ t 

Certific~tec, Seriez A~,' ~~d to be ieou.ed under th~t certsir.'in-
.' dcr..ture d.'l.te4 :t6rch 1" 1913, Dond filed. ,·.1i-:A't.his C'otllmiz:3ion tLz :par': 

of Exn.:."oit :3; ar..d for :In ord.er of thic Com:r.izsior.. authorizing eo.1e. 

Southern Pacific Compcny to euar~:tee ~he payment of ,rir.c1pa1 ~d 

6.1 vic.end coupono of s:;:.10. ec;,uip~cnt truet ecr'tificatc2: 

CO::ll?o.r.y untier ti.Le terlT.c of sD.id. lca.s:e and ,sc,id. s.ereemen~ 1: rc::.eon-

~"OlY req.uil'eci. in the conc1.uct of it: "oucineec., and tho.t ec.ili 10::'00 

IT !S HEREBY ORD~D that Southern p~c1ric Com,any be 

~~~horizcd, end it i~ hereby aut.horized to enter iD~oocid contract 

equi,:nent, c...'"ld. to enter into o~.id c.e;reement 'I:i th ~rry E. Eishter 

and Wi1li:~ L. ~y and Co~e~ci~l Truct com,~~y of Phil~del~Aic tor 

the isc~~ce of s~id Southern ?acific'cq~i,:ncnt trust certi!ic~te3~ 

Seriec A, 0-:: the :f':.ce va.lue of $10 ,l20 1000, end to gua.r.?.lltee the· 

,ayment of principcl and di~ider..d cou~ono of said Southern P~ci!ic 

equiv~er.t trust certi:f'ic~tce. 
, . 

The forcgoinz o,inion Dnd order ~re here~y approved end 

ordered riled ac the o~inion and order o! the Ra.ilro~d COm=icoion 

of the State of C~iforni~. 
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Do.ted. at Zan 1='~!lc:t;::co, Co.lii'ornic., t~i= I (~d;ly of 

A,ril, 1915. 

, . . .,.. ", . . .. 
....com:ni ~ ~ i oner -.z .. 

..;:. ' 
VI .,,"' ' .. 


