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Decision No.. I' rio 7 • 

BBFO?E ~:EE ?.lnEO;J) C01:MISSION OF TEE S~~TZ OF CALIFORNIA . 

In the Matter of tho ~pplication of 
.iC2J." SYS~ TP.A.NSIT COMP.ANY 

for ~ order of tho Railroad Commis-

) 
) 
} 

sion of tho state of California ~uth- ) 
oriz1ng tho issuance of equipment ) 
trust ce~tif1c~tes for the purpose of } 
paying in :part tile cost of two new' ) 
'Zorry boats' :lnd twenty nino passenger ) 

) cars. 

Appl1c~t10n No. 12725 

~~ 
Brobeck, Phlogcr & llarrison. ~~i~ 

"oy~. E. liarrison snd. G.,A..Rarrtson, ~1I'8!t.~ 
for applicant. .r. I /I 

~/ 

SUVEY,. Cot:nni ss1onor: 

OPINION 

In this application the Railroad Commisaion is asked to 
make ~ order authorizing Koy System Transit ?omp~y to issue 

$1,. 700 ~OOO'.OO of its fi V6' and one-ha.lf percent serial eQ,u:tpment 

trust certificates. 
It has been reported to the Commission that applicant's 

prosent faeilitios ~re ina.dequate to take care of its business 

properly ~d t~t it is adVis~ble and necessar.r for it a.t this, 
tima to purchase -:wo '!err:; boats 8.nd tVfenty-n1n~ passengor cars, 

this equipment being included in the schedul~ of ~roposed expen-

ditures, described in E~bit ~A~ attachod to A,plication No. 1132~ 
, 

and referred to in Decision No. 158l7. dated December Sl~ 1926. 

App11cs:at has entered. into a. contra.ct tApp11ce:c.t';,ZXh1b1t S) 

"wi til Z'.ae Moore Drydock C·ol:pany for t:a.e construotio~ for :)8'4~;.565.50 
; 
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ea~ of two double-ended. stoa~, ~rbo-&lectric ferr,r boats and . 
into a contract r Applicant '$ Exhi b1 t 4) wi th Amer1ca.:o. Car Compa:c.y 

for the construction, at s. cost of $15.610.00 eaoh, of twenty-nine 

clouble-truck, iou-motor lJ$Ssonger cars. The total expendit1:1re 

for the boats and csrs· will aggrega.te approx1mo.te1:r $2~153,,261.00 

:l.'lld it is to finance So :portio!)' of this cost that this applIcation 

has been made to :1SS'a.e $1.700.000'.00 of equipment trust cert1:f'1-

cates. 
Although Key System Transit ~ocp~ aaks tor sn ord~r auth-

orizing it to isaue ~ho cert1ficate;,it a~pears that they will be 

executed by a trustee under the terms of an equipm.ent trust s.gree-

ment (App11c~trs ~bit 6) enterea into as of April ~~ 192& betwe~ 

George R. Earns 1J,D.d. C. C. Vargas, as ~endors:" Mercantile Tnst Com-

P8.D.7. of Co.lifor:oi.a, a.s trusto&", and Key Syster: Trsnsi t Com:p~~ and 

:pursua:o.t tc. So lease agreement C Applica:o.t 'a Exhi bi t '1) entered into 
ss of April 1,. 1926 between Morcantile Trust C'omp8XI.J" of C',aI.1forma 
and Key Syste~ Transit Company. Under these agreements the trustee 

Will hold ti tIe to the eC!,uipment until all the certifioates are 
paid. Applioant will uncondit1onal17 gua.r8ntee the parment of 

both principa.l and interest. or diVidends,. of the certificatos and 

will operate the ecruipment tmder lease wlllch in efiect' obligates 

it to 1'87 the certifioates. 
T".ae lease- prov1d.e-s for the payment "07 ap:pl1cant as rental for 

the eq:a;I.pmen.'t the following mno'CJl:ts;-

1. bl amotmt eq,uel to the difference betweEm the ~ctual 

cost of the twenty-nin~ passenger cars and the two 

forry boats and the smom:rt realized from the sale 

of $1.700,000.00 of e~u1pment trust certif1cat~: 

2. T.he necesse......-y and reasoIJJ.l.bl.s- axpe~es of th.e trust~ 

including all oxpenses co~eted with the trust 

equi.pc.ent and the lease of such eqtt1pment; 
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3. All taxes.;. s.ssessments", gover:cmenta.l. charges upon the 

income or a~uipment of tho trust; 

4:. ~e dividend warrc.nts attached to the trust certifi-

cates when and as the same sba.ll become l>ayable; 

5,. Tlle principal of the trust certificate3 when, and as the 

same sbsll become pa.yable whether b7 declaration 

or redemption or upon the respecti-ra dates of' 

maturity. 

The company also covenants that i t will maintain and keep 

the trust proporty in goed and effIcient conditio~ working order 

and repair, at its ov.n cost and expensO' and Will prolnl>tl;v replace~ 

restore,. raps.1r and/o,!: reconstruct at its own cost and expense s:tJ:Y 

of the trus t property .. or sny pa:ts, aClu1pment. or machinery appar-

taiDiXl:g thereto, that :nay be worn out, lost, damaged or destroyed; 

by new and like property, p~t~t equ1pment or machinery" of e~ual 
value, such value to be taken at the cost, if that '00' below market 

value, Or at market value", if that be below cost. The company- , 

also agrees to keep the trus t prop erty insured against loes or dam-

ase by fire, end in the case of the two ferry bo ats, to keep them 

in such condi t10n and. repa1r as 'l:dll. enable- them to receive oerti-

ficates of the bighast ~ualif1cation for vessels of their respective 

ages end types in the Bn tish. Llo,-ds or in the Amer:teta.n Bureo.u o~ 

Shipping. or such other qutllif1cs.t1on bureau as the trustee may 

approve-. 

The certificates vdll be dated April 1, 192&. bear inter-

est at five and one-half percent :per e.m:ram,. be callabla at a premium 

of two percent and will ma.ture in the amount of ~'l75 ,000'.00 on the' 

first day of April of each of the years: lS21 to 1929',,. both inolus1vS', 

in the 8monnt o~ $150,000.00 on the first day of April of the years 

... 0 .... .. t ,7,' 
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1930 ~d 1931~ and in the amount of !~125,OOO.OO on the first day ot 

A:pri1 of eaeh of the years 1932 to 1938,. both inclusive. 
Applicant reports that tentative arrengements have bean made 

to sell the eertificates at 95. If sold at this price applioant 
v:il1 realize the sum of ~"l~615.000.00't which 1s $5S~561.00 less than 

the contract prices of the new equipment. This dif!erenee. under 

the two agreements,. must be made up by apIl'11cant, end in this con-
nection Lrr. 0'. C. Vargas,. assistant to the president of applicant, 

testified that the amouttt wo'Cld be met b~ iss:u1ll& short-:-tenn: not9s and 
'oj usingmone1S on hand from the operation of the business and from 

moners represented by the reserve for depreciation • It appears the. t 

. ~bou.t ~160 .000 .00 of the amount has been expended already ~ leaVing 

s bs.J.ance of aboT:.t $Z"l"l,.561.00 yet to be obta1ned. Mr. Vargas fur-
ther testified that the earnings of the comp~~ in the opinion of its 

officers, vrlll. be sufficient to enable it to' meet 1 ts obl:tga tions 

under the e c..u1pment trust and lease agreem&nts. 

I hereWith recommoJld: the following form of order:-

Application haVing been mado to the EDilroad COmmission for, 

~n order authorizing Key Systo~ Transit Comp~ to issue $1.700.000 •. 

of ec:..uipmont trust cort1ficates, a. public hea.:r1ng he:ving been held., 

~d the Railroad Commission being of the opinion that the money~ 

property or l~bor to be procurod or paid for through such issue is 
reasonabl7 required by Key Syztem Trs.nsit Compa.ny~ 

IT IS BEaEBY ORD~ that Key System Transit Comp~ be9 
/ 

an~ it is hereb7~ authorized to executa and enter into an equipment 

trust agreemont and a lease agreement,. substantia.lly- in tho same for.zn 

'G~~ 'r.tiJ{ ) 



as those :f11e-d in this procee:d1llg as Ex hi b:t t ''''6'' and Exh1 bi t "'7 '" 

re3pect1velY'~ anc. to aS8'1lmO or guarantee the po.tment o:f not exceed-

ing ~~l, 700,000 .. 00 of fiTO and one half percent serial equ1pment 
, 

trust certificates to be issued pursuan"t to the tems and condi t.ions 

of said. agreements, and ass."ClI:.e or guaranteo a like amount oft.~mpo~ 

rary trust certifioates, Which ore to bo exchanged for perm~en~ 

certifioa.tes as soon as o~d porn:8.nent cortifioa.tea are read'y for 

delivery. 

The authority herein granted is sub,ject to the follow1ng 

cond1t1ons;-

1. The authority granted to execute an equipment trust 

agreoment and lease agreement is for the ptl.!'l'ose 

of this proceeding only. and is granted only insofar 

as this Commission may have jurisdiction under the 

terms of the Publ1 c Ut1lities .Ac~ and is not intended: 

as a.n approval of such equipment trust ag:reement and 
lease agreement as. to suoh other legal reo.u1rements 

to which said. agreements may be sub·jeot. 

2. The equ1pment trust c~rt1:f'1cs.t~s shall be sold at not 

less than 95 percent of par value and the proceeds .. 
used to finance. in part',. the report.ed expend1 ture-s 

o~ $29153.561.00 for the two ferry boats and the 

twent 7-nine passenger cars roferred to in the opin-

ion whioh precedes this order. 

S. Applicant shell keep such record of the issue and sale 

of the equipment trust cert1:f1oates: o.nd o:t the dis-

position of the procee.ds as wil~ enable it to file:, 

on or before the 25th d~ of each month, a verified 

report. as required 'bY" the Railroad: C'ommiss1on·s 

Ge:oeral Order No. 24.. w:b.1ch order insofar as appli-

ceble, 18 made a part of this order. 
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4. The authorit7 herein granted wil! become e~feet~vo 

when Key System Transit C'olIlp$ll7 ha.s paid the fee 

preecr1bed by Seotion 57 of the ?'tl.blie Utili ties 

Aot9 which fee is $1~350.00. 

Tho foregoi~g Qpinion and Order are hereb7 approved and 

ordered filed as the Opin1on ~d Order of the Railroad Commission 

of the State of California.. 

:DATZD at San Franc1sco;.;, Ca1iforms.9 this 

of Al'ri19 1926. 

It, •.•••••••••.•••••••.•••... , ....• __ ~ 
, '1l'" ·""""',I\.ti\'( 
,...... IJIIWPP' 'O",MWI. ~ ........ ,., 

tI:: cl k. day 

Q~ f. ::?-. 
• ¢ , , 


