TRC
Decision No. / é 7

BEFORZ TIZ3 RATLRCLD COMMISSION OF THE STATZ OF CALIFORNIA .
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In the Matter of the Application of )

KTY SYSTEM TRANSIT COMPANY )
for am order of tho Reilrosd Commis- )
cioxr of the State of Californis auth- )
orizing the issuance of equipment )
trust certificates for the purpose of )
veying in part the cost of two new )
Terry boats and twenty nine passsenger g

CaIS ﬂ
Brobeck, Phleger & Herrisom, 4¢7§>
oy . E. derrison and G.A.Earrisoxn, “@47 f
for epplicant. '2252227

spplication No. 12725

SEA , Commisaioner:

In this spplication the Railroad Commission is acked to
meke an order authorizing Xey System Transit Cowpany to issue
31,700,000.00 of its five and one-half percent serial eguipment
trust certificatecs.

It has been reported to the Commissionm that spplicant’s
vrosent facilities ore Inadequate to take csre of its business
oroperly and tkat it is advisable and necessary for it at this.
time to purchase two Lerry boats and tweniy-nine passenger cars,
this equipment being included in the schedule of propoced expen-
ditures, desceribved in E;hibit TA™ attached to JApplication No. 11329

~and referred to in Decisioxn Neo. 15817, deted December 51, 1926,

Spplicant hes entered into & conmtract (Svplicent’s, Exkibit 3)

‘with The Moore Drydock Company for tae comstructiom, for 5849,565.50
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eac@; of two double-ended, steel, turbo-electric ferry boats and
into a contract (Applicent’s Exhibit 4) with Americen Car Compsny
for the construction, at & cost of 815,670.00 esch, of twenty-nine
double=truck, Ffour-motor pessenger cars. The total expenditure
for the bosts snd cars will sggregate spproximately $2,153,261.00
and it is %o finance = portion of this cost that this epplicatiom
has been nade to'issue 81,700,000.00 of equipment trust certifi-
cates.

Although Key System Trsensit Company ssks for an order auth=~
orizing it to issme the certificateg,it sppears that they will be
executed by & trustee under the terms of en equipment itrust sgree-
mert (4pplicant®s Exhivit 6) entered inte as of April 1, 1926 between
George E. Zarric mnd C. C. Varges, es ondors, Mercentile Trust Com-
pany of Californfis, as trustee, and Key System Transit Company, axnd

pursuant to s lease agreement (Applicent’s Exhibit 7) entered into

8s of LZvril 1, 1926 between Morcsntile Trust Company of California
and Zey Syctem Tremsit Companye Under these sgreements the trustee

will hold title to the equipment wntil all the certificates are
paid. ipolicent will wnconditionally guarantee the payment of

both principal and interest, or dividends, of the certlficstes and

will operste the eguipment under lease whick in effect obligates

it to pay the certificates.
The lease provides for the payment by applicant s rental for
the eguipment the following amounts -

1. A4n smownt egusl to the difference between the actual
cost of the twenty-nine passenger cars snd the ;wo
forry voats and the smownt reaslized from the sale
of 51,700,000.00 of equipment trust certificates:

2. The necessary and reasonabdle expenses of the trust;
including sll oxpenses conmected with the trust

equipment end the lease of such equipments




411 texes, sssessments, governmental charges upon the
income or eguipment of the trusts

The dividend warrents attached to the trust certlifi-

cates when snd as the same shall become payables

The primcipal of the trust certificates when and as the
came shell become vpayeble wrhether by declaration
or redemptior or upom the respective dates of

naturitye.

The compeny also covenants that it will mainteln and keep
the trust property in good and efficiemt condition, working order
and revpalr, at its own cost end expense and will promptly replace,
restore, raopair ana/o-:: reconstruct at its own cost and expense any
0f the trust ;croperty; or eny parts, equipment or machinery apper—
taining theretc that may be wora out, lost, damaged or destroyed,

by new and like vroperty, varts, equipment or machinery of egual
value, such value to be takem at the cost, 1If that be below.market
velrwe, or at market velme, if that be below coste The compeny:- .
elso agrees to keep the trust property insured sgainst loss or dam=-
sge by fire, end in the case of the two feery boale, to keep them
in such condition and repsir as will enable trem to receivé certi~-
ficates of the nighest cualification for vessels of their respective
ages and types in the Britisk Lleyds or in the Americam Bureau of
Shipping, or such other qualification burear es the trustee may
approves

The certificates will be dated Lpril I, 1926, 'be‘ar Inter-
est at five and one-half percent per anmmm, be callable at & premiun
of two percenmt snd will mature im the smouwnt of $175,000.00 on the
first day of ALpril of eack of the yéaa:s 1927 to 1929, both inclusive,

in the amount of $150,000.00 on the Ffirst day of Zpril of the years




1930 and 1931, and in the amount of 31825,000.00 or the first day of
April of eseh of the years 1932 to 1938, both inclusives

Applicant revorts that tentative arrangements have been made
to sell the certificates at 95. If sold at this price applicant
will reslize the sum of $1,615,000.00, which Is $558,561.00 less than
the contract prices of the new aeguipment. This difference, under
the two sgreexents, must be made up by applicant, and In this con-
nection Ir. C. C. Vargas, assistant T the president of applicant,

testified that the smount would be met by issuing short-term notes and
by wsing moneys on hend from the operationm of the business and from

moneys represented by the reserve for depreclastion. It sppears that
" gbout $160,000.00 of the smount hes been expended slready, leaving

o belance of sbowt $377,561.0C yet %0 be obtafned. Mr. Vargss fur-

ther testified that the eermings of the compsny, in the opiniom of its
officors, will be sulficient to enadle it to meet its obligations

under the equipment trust and ease agroements.
I herewith recommond the following form of orderie
ORD3IR

Acplication heving been made to the Railrocad Commission for
an order authorizing Key System Transit Compsny to issue $l',700,600. .
of ecouipment trust cortificates, a public hearing heving been held,
ané the Railroad Commission beirg of the o;ginion that the money,
vroverty or labor to be procured or paid for through such issue is
reasonably required by Xey Syétem Transit Company,

IT IS ZERZBY ORDZRED that Xey System Transit Company de,

and it is heredy, suthorized to cxecute cnd enter into an ecuipment

trust agreement and a lesse agreement, substantially in the same Zoxm
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28 those filed in this proceeding as Exhibit "6™ and Exhivit ™
respectively, and.to gssume or guerantee the payment of not exceé&-
ing 31,700,000.00 of five and one half percent serial eguipment
trust certificates to be icsued pursuant to the terms snd conditions
ol sald ezreements, and sssume or guarantee s like amouwnt of tempo-

rary trust certificates, which are %0 be exchanged Zor permenent

certificates a5 soon as cuald pornanent certificates are ready for

2elivery.
The euthority herein granted is sublect to the Lollowing
conditions;=-

1. The suthority gramted to execute ar equipment trust
agreement and lease agreement is for the purpose

£ this vroceeding only, and is grented only insofer
as this Commission may have jurisdiction under the
terms of the Public Utilities Act, and is not intended
&5 en approval of such equipment trust agreement and
lease asreament as to such other legal requirements

to which salid agreements mey be sublecte

2. The equipment trust certificectes Shall.be sold at not
less than 95 percent of par value aﬁd the proceeds
used to finance; in part, the reported expend{tures
0f $2,153,561.00 for the two ferry boats and the
twenty-nine passenger cars roferred to in the opin-
ion which »recedes this order.

5. Applicant shell keep such record of the issue and sale
of the equipment trust certificateavand of the dis-
position of the proceeds ac will enmadle it to file,
on or before the 25th day of each month, & verified
report, as required by the Railroad Commission’s
General Order Fo. 24, which order insofar as apili-
ceble, is made & vpart of this orders
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4. The aunthority herein granted will become offective
when Key System Trensit Company has paid the fee
vrescribed by Section 57 of the Public Utilities
Let, waich fee is $1,350:00

The Lforegoing Opinion and Crder are heredy approved and
ordered filed as the Opimion and Order of the Railroad Commission
0f the State of Calilorniae

DATED at San Francisco, Csliformis, this 52 é éfhday
£ Loril, 1926. ‘

Lo bl

Comrissioners.




