.Decision To. ‘:)9

BEFQRE HE RAIIROAD COMCIISSION OF T STATE OF CALIFORKIA

!

In the Katter of the Application of}) S
ZEY SYSTEM. TZANSIT COLRANY, } N =
& corporation, £or an or&er of toe } PR
Railroad Commission of the State of) -
California authorizing the issue )
and sale of £1,500,000.00 of £irst )
mortgage sSix. nercent gold bonde, )3
Series D7, )

;'-\\

Applicatior No. 13340.

Brobeck, Ehleger-&-Earrison,
by e X Brobeck, for applicant.

3Y YEE COMMISSION:

O2INIOXN

Xey System Transit Compeny asks permission 10 issue
and sell $1,500,000.00 of its £irst mortgege six percent gold
bonds, series "7, due July 1, 1938, £or the purpose of reimburs
ing its treasuiy"for capital oxpendliturez already nade and f£or
capital expenditures proposed to be made from time €0 time.

The bonds applicant proposes to issue are part of
an suthorized smownt of $10,000,000.C0 of £irst mortgage bonds
due July 1, 1938, of which £5,500,000.00 aave neretofore boen
iscsued under authority granted by the Railroad Commission.

Of the £irst mortgage bonds issued it appears that $2,500,000.00




of series "A" six percent bonds were isswed in commectlon with
the refinaﬁcing of the properties formerly owned bdY

San Frarcisco-Qaklend Terminal Railways, $500,000.0Q of szeries
"BT six percent bonds were issued to pay or refund divisional
bonds amounting “o $465,000.00 and to finance the cost of
extencions, sdditions and improvements, and $2,500,000.00 o
seriez "C" five and ore-kalf pecrcont bonds were issued to pay
cuxrent-in&ebte&ness, reinburze tihe tressury and finarnce the
cost of additions and bvetterments. 0f these bonds, $6,000.00
of the series TAST were retired leaving $5,4?4,000.00-n0w
outatendinge. -

In addition to *the first mortgage bonds applicsnt
res outstanding 58,951,000.00 of genersl snd refunding mortgage
bonds dume July 1, 1938, consisting of $1,365,800.00 of six
percent dbonds and $7,585,200.00 of five percent donds, all of
which were issued in the refinancing of the properties now

operated by applicant.

The 40%tal bonded indebitedness is $14,445,000.00.

The company rasS alse guaranteed the payment of $1,700,000.00 of
f£ive and ome=kalf porcent equipment trumst obligat;ons.and had
outstending, a3 of Septomber 30, 1926, $825,000.00 of short
term five and one~half perdenx notes and reports 5687,517.95
of other current lisbilities.

Its total =csets and lisbilities, as




of September 30, 1926, are reportéd &s follows:-

ASSETS

Investmente:
Toad and equipment . . o o $528,719,306.66
Sivking funds . . . .- . 7,592.00

¥is¢c. physicel prooerty. . . 1,685,869.49
Investment in affilisted

compenies. 1,038,746.61 &531,451,514.76

Ourrent Lszets:
h - i - - - L 4 155,266.64
°wec;al devouits e o 337,009.82
Loans & notes receivable. 20%,587.50
Accounts receivable . . 103,072.66
Yateriale & suppliez . . 659,905.81
Other receivaedlez.. . . 16,486.77 1,453,329.21

Uncdjusted dedbits . . .« . . . . 4,328, 564.80

Totel Aczetc A37 245, 408,77

LIASILITIES

Capital Stock:
Prior preferred 7% cummlative .§7,537,200.00
Preferred T4 cumulative . . . 5 > 360,100,060
Comyo®® . . . . . - . o . 3,512,500.00 $16,409,800.00

Promivm ox capitel St0CK . . . . 4 o« . . . L,175,836.29

Tonded debi(including equipment irust obligations) 16,145,000.00

Current Lisbilities:
Loans & notes payable . . . $825,000.00

Accournts payeble . . . 407,024.456
Yatured interest,etc. payable. 48,406.50

Acerwmals. . . . . . . . 232,086.99 1,512,517.95
Deferred ligbilities. . . . . . e . e 43,163.00

Tnadjusted credits:
Prefiuxr on funded debt . . . .5258,607.36
Operating resexrves (debit balance) 301,508.20
Reserve for depreciation. . . 1,563,365.95
Rezexrve for smoxrtization of
franchize . . e e . 24,097.59
Other wnadjusted credits . . 82,.558.63 1,627,122.33

Corporate surpluS. .« .+ .+ . e e e e s+ . o« 322,970.20

Total Lisbilities . . . $37,243,408.77




Applicent has £iled a statement

chowing its Iincome

sccount Lor the year 1925 und Lor the Ttwelve montas period ending

September 30, 1926; together with & statement of ite anmmal interest

requirexzonte

ox ity Lirst mortgame and general and refunding

moxrtgage bonds and equipment trust certificetes;.as follows:-

12 mos. ending

1925 Sept.30,1226

Total operaving revemue . . . . ST,289,87%.48  §7.,498,235.26
Operating pxpenses,cxcluding depreo—

cistion. . . . e - e 5,189.352.88 5,145,612.93
Net revenue, ra:.lway and fem

operations. . . . . . . . 2,100,518.60 2,352,622.33
Xet revenue, suxiliary operations . 43,896.19
Ret operating reverme . . . . 2. lak, ZOIAL.W 2, 352,6122 .55
Less - taxes assignable to opera.‘cions 444 ,032.83 468,110.48
Total opersting income. . . . . L,700,25L.56 554, 51L.65
Xon~cperating income . . . . . 167,664&.17 173,708 42
Gross income . . . . . . . . %,868,048.13 2,058, 220.27
Deductions Lrom income: exclusive ‘

Linterest . . . . . . . 35,139.19 52,406.28

STT535. 006,04

Toet income. . .+ o o o« « o

Interest on funded debt:

Princival
Pirst mortgage bonds,Series "AT . . $2749%,000.00

Tirst moxrtgage bonda,Series "3BT . . 500,000.00
Pirst mortigage bonds,Seriez "CW . . 2,500,000.00
Tirst morigage bond....,Seriea T,

propozed issume. . . o 1,500,000.00
General & Refunding bon&s, 5/0. - . 1,355,600.00
Genercl & Refunding bonde, 5%. . . 7,585,200.00
EBquipment trusy certificates . . . 1,700,000.00

82,005, 8L5.9

Art. oi’ Int.
LA

30, OOO OO
15? 50C.00

90,000.00
81,336.00
379,260.00
93. 500, 00

,m.

&z Indicated in the statement, operating expenses do

not include any amounts for depreciation.

Purther the record

shows that upplicant®™s operating expenses during tae year ending
September 30, 1926, wore approximstely $245,000.00 in excess of

the amount reported in the income

is included in the company's

statement.

The $245,000.00

balance coneet tnder the item of

operating reserve snd a.-ccording 0 the testimony will be transferred

i82




to operating expenses during Qcvodber, November and Docembor of

this yeaxr. The overating reserve also Includes moneys pé.ia; or
to be p2id or sccount of Inmjuries and dameges in the amount of
about $56,000.00. Yoreover, it appears that applicant has
incluwded in its nopn-operating income during the twelve monthe end-
ing September 30tk, the sum of $24,867.92 or accownt of amortizae—
tion of premium o funded debt. Tais amount obvioumsly doez not
represent any ¢ash realized by the company. Without the sbove
explazatory remarks we feel thaat the company's financial statemonts
are misleading.

In making the present reguest o issue additionsl first
mortgage vonde the company asks permiseion %o sell tihem at not less
taan 96 percent of face valuwe plus sccruwed Interost, which seems %o
be the best price Lt bhas been sble t0 obtain for them. L con-
tract has been made, with Bond & Goodwin & Tucker, Inc. for tae
sale 0f the bonds at +hat price wita the additionsl sgreement that
’in the event the price et which the bonds are olfered %o the

pablic is abowe ninety-zine ond ore-half, ‘the Zey System Transit

Company vill recoive the differonce betweon the offering price anc’@

ninety-nine snéd one~half.

The compony Secks authority to use $770,18L.77 of bond
proceeds to reimburse its treacury on account of expenditures for
additions, betterments and improvements made wp to October Zl, 1926.
o5 shovn irn some detail in Exaibits "3" and "4" filed in this
nroceeling. The tectimony Submitted does not werrent the
Commission %o suthorize spplicant to use £770,161.77 to reimburse
143 Yrescury. %o conclusive btestimony was submitted U0 show
the amownt of income, a& thet torm is defined in Section 52 of the

Public Utilities Lct, The compony expended for additions and




bettermeﬁts.'. It does not follow thet the compony is, becanse
it has expended méneys Zor wdditions and betterments, entitled %o
roinburse its treasury. The moneys 50 expended may reprosent
logns of one ind or anovher. Loplicent®s financial Statement
that it hed on September 30th, 5825,000.00 of notes and

$455,430.96 02 occomnts paysble. Tpon inguiry ss %o aow the

S

770,161.77 wowld be uzed by tae company, the Commiscion was
edvised that $650,000.00 world be applied to the payment of notes.

We believe that &ll of the $770,161.77 chould be wzed 0 pay
indebtedness.

The remaining proceeds, which will amount to approxie
matoly $662,838.23, spplicant proposes to use to finmance cepital
exponditures to be made. Its Exhibvit ™57 chows estimated
expenditures for work in progress since October 3Lzt to be

completed on or before April 3C, 1927, of $724,200.00, consisting
of the following:

Rurcrnose of 14 28-passenger busses . . . . $136,500.
Reconstruct Track on Hopkins Stroet - Champion

ToReralta . . . . . . . . . . . 17,300.
Xeconstruct Track on Hoprins Street - 14th Ave.

t0 Zxeelceior. . . . . . . . . e 45,000.
Reconstruct Track on Zest I8tk Street - 4th %o

14th Avenuwes. . . . . . . . . . . 79,000,
Construct Additionsl Train She€ - Pier Teorminal 20,600.
Zeconstruct Track om Foothill Blvd. ~ Fruitvele

.5.700 to zsth Ave- L] - - - - - » - - [ 25,800‘
Reconstruct Track on San Pablo Lve. Thrw Emexyville 54,000.
Grond Ave. - Embarcadero to Cottage - Recon-

S‘tmct E:P-CK- - - - - . . - - - - - 32,000-
Szersnento Stroet - Rose St. to Somth Berkoley

City Line = Install Curbs, ete. . . . . 14,000.
Key Division Cers - futomstic Couwplers . . . 35,000,
Zey Division - Additional Automatic FPlagmen und

Croscing 2rotection . . . . . . . . 43,000.
Other Mizcellareouns Jfobs of Plant ALdditions and

Betterments wnder $10,000. cger . . . . 222,000.

Totzl . . . . . $724!zoo.




- Applicant reports, nowevexr, that :;,ome of thnece
cxpenditurez are of g tentative nature and it may be tast later it
will find 1t expedicnt to substitutc other oxpenditures for some of
those listed in the exhibit. It therefore acks the Commizsion
10t to suthorize the use of the pioceeds from the sale of the bonds
t0 finence the specific expenditures outlimned ir Exaibit 757, it
veing 2ts intemtion to withdraw the proceeds over and sbove the
E770,161.77, from time to time as it proceeds with ite construc-
tion work wpon receiving cupplementel orders in this proceeding.

T2is procedure ic satisfactoxy to ue. We will at this time not

approve sny of the expenditures roported in Exhibit "OH".

Q2D ER

Xey System Tronsit Company having spplied to the

Redlroad Commission Por permission to issue $I1,500,000.00 of bonds,
& public nearing having been held before Examimner Fankhouser, and
the Railroad Commission being of the opinion tkat the application
chould be grented us herein provided ond that tae money, propexty
or labor to be procured or paid for through osuck issme is
reasonably required £or the purposes specified herein and that the
expenditures for such purposes are not Iin whole or in part reason-—

ably chargesble o operating oxpense or to income,

TT TS TEREBY ORDERED that Xey System Tramsit Company
be, end it hereby ié, authorized to issue and sell for caskh on or
before April 30, 1927, at not les3s thax ninety-six:percenx of Zace
velue plus accrued interest, §1,500,000.00 of its series "D,

£irst mortgage sixz percent bonds, due July 1, 1938, and wse




5T70,161.77 of the procecds to pey indebtedness referred to in
ab'olican 2 balance shneet on f£ile in this nroceeding and in the
tea‘aimony nerein. Tre remainder of the proceeds may de

expended only for such purposes a3l the Commission will authorize 1in

& cupplemental order or orders in this proceeding.

I7 IS EREREBY ITURTEER ORDZIRID that the authority herein
granted shall become effective when epplicant has paid the fee pre-—
serived by Section 57 of the Public Utilities Act, which fee iz
$1,250.00, and further, that spplicent shall keep suck record of
the lsesue and sale of the bonds herelin authorized and of tho dizpo-
sition of the wroceeds, ag will ensble it to Z£ile, on or before the
25tk day of eack month, & veriflied report, as roquired by the
2ailroad Commission's Gemeral Order No. 24, which order, insofax

5%

&S appliceble, is made & part of this order.

DATED at San Prancisco, California, this

day of December, 1926,

" RAILROAD commm.om
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