
.D¢¢isiOll No. ----------------- , 

EEPO?.E J.'E:E ~AIIaO.A:D CO:waSSION OF T:a:E STATZ OF CJ.I,!E'O;U~IA 

In the MAtter of the Apl>lieatio:c: ofj 
KE:Y stS'm! z:"..ANSI~ COl-!J?J....1'iY, ). 

a corpor~ti~n. for an order of the } 
P.ailro~d Commission of the State o£j 
California authoriziag the i$~& ) 
ano. sale of $l,.500:,.000.00 of :firs.t ) 
mortgage six. pereent gold bond.s, }-
series "Dr,:. 1 

Applieat1~n No. l3340. 

Brobeck,. Pl:;leger &- Harrison" 
by w. I. Br~beck,. for applicant. 

BY 'l!:az COmaSSION: 

OPINION 

1:.ey Sy$tem: 'l!ranS1 t Compe.Il:Y' asks permission to issue 

and sell $1,.500,,000.00 of its first mortgage six percent gold 

bond.s" aerie's ":oTT" due J'OJ.y 1,. 1938. 'for the purpose of re1mburs-
.. 

ing its trea~ry for capital oxpenditures already made and for 

capital expenditures proposed to be made from time to time. 

~e- bonds. applicant proposes to issue are :part of 

an authori~ amotz:::lt of $lO,.OOO~OOO.CO of first mortgage bonds 

due July 1, 1938:,. ot which ~5,.500,.OOO.00 have- heretofore been 

isec.ed 'talder ~uthori t:7 gra.nted 'b:7 the Railroad. C·omm1z&ion. 

Of' the first. mor.tgage 'bonds issued it tJ.:ppeare that $2.500,.OOO~OO 
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"'" o:C series TT A" six percent bonds were issued. in eo:cneet1on with 

the rctinanc1ng of the properties for.merly owned by 

S.s.n ~rs.z:.cisco-Oa.~d '!erminal Ro.ilwayz,. $500,.000.00 of series 

"B~ six percent bonds were is~ed to pay or refun~ divisional 

bond.s s.:lotmting to ~465.000.00 and to filul.nce the cost 01: 

e4tenzions~ additions' and im~rovements~ and $2,500,.000.00 o~ 

serieg- "C" fi va- and. o:c.e-ha.l:t perc:ont b.onde vrerc issc.ed to pay 

current indobt.edness,. reimburse the trensury and finance the 

cost of additions and betterments. Of theee 'bond.s,. $6,.000.00 

of the series ~A~s~ were r&t1red leaving $5,.494,.000.00 now 

outete.nding. 

III ac!d.i tion to the first mortgage 'bonds applicant 

has outst~ne.ing $8 .. 9'51,.000 .. 00 ot' general e.nd refund.ing mortgage 

'bonds due July l,. 1938,. conSisting of :;'1,.565.,.800.00 of six 

pereent bond.e and C7,.5S5 .. 200.00 of five pere~t bonds,. all o~ 

which Vlere issued in the refinancing ot' the propert1ee noW' 

operated. by applicant. 
~(t tota~ bond.ed. indebtedness is ~14,.445.000.00. 

The company has also ~t&ed. the payment of $.l,."lOO',.OOO.OO' o~ 

five ~nd one-ha~ poreent &quipment t~et obligations,and had 

outstanding,. as' of Septem.ber 30,. 1926,. $825,.000.00 of short 

te:rm five and one-half' percent nota-s and r9ports :W.687 .,5~7. .95 

of other current lia~ilities. 

Its. tota.l :l.e~ts end lie.bil1 ties,. SoS 
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o~ September 30~ 19Z6~ are reported &s follows:-

Investments.: 
Road and,equipment • • • 
S1llld:.ng ~CLs. _ • • 
w.sc,. physical pro~rty. 
Investment ~ aff11iatea 

• $2.8,.'n9,.306.66 
775~2..00 

1.685~S6S.49' 

co~a.nie$. 

~rent, Assets.: 
Cash •• 
~eeial de~osits • • • 
Loans ~ notes rece17sble. 
Aeco~ts reee1vabl& 
MSteri~le ~ ~~p11e~ • 
Ot~er reeeiv.ablcg •• 

• 

• 

• 

• 
• 
• 

• 

135,2'66.64 
33'2" ,. 009' .8:3, 
201,,5S7.50 
103~072.6o 
659,.9'05.81 
16 t 486.77 

• • • 

Total Assets 

LIA:sItIT!ES ' 

capita.l Stock: 
.$7,53'2'~200.00 

1,.453,.329.21 

4tZ38%S~.eo 

• $3'7 ,. 243 t40S.. 7"'1' 

~1or pre~erred ~ cumn1at1ve 
Preferred 7% c~t17e • 
C:omm:on • 

• 5,.360,100.00-
3 t 512,5OO.00 $16,,.409',.800.00 

:promium on ea.pi tal s,tock • • • • • l,.175,.8$.29' 

Funded debtCincluding equipment ~~st obligations} 16~145,.OOO.OO 
current Liabilities: 

Loa.ns. &: notes. :payable • • • 
Acc~ts ~ayablc. • • • • 
Maturea intere3t~ete. payable. 
AeerruUs. • • 

Deferr&a 11~b111ties. • 

• $825,.000.00 
40'2" ,.024.46 

48,.40'6:.50 
232% 08:6.9,9 

• • 

~nadSuetea ered1t~: 
:2re1b:1TJ: on funded. debt • • • .$25a,.60'l.ZO 
Operating reserves Cde'b1 t bals.nee-} 301 p SOS". 20' 
Resorva :1:'01' depreciation. 1.563,,.365.95, 
?ezcrve for .9.:llorti:ta. t1o.n o-r 

franchise • • • • 24,097.59 
O,t~er 't:%lB.dj'uated ered1 ts • 82.5Sa.63 

Corpora.te ~lu~. • • • 

j!otal L1s.b,111 ties • 
/ 

3. 

1,.5l2.,.517.95 

lp627'p121.3Z 

329't970.20 
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Applicant hS,$ filed !I. statement sho?,,1ng its 1llcom& 

~ecount for the year 1925 ~d for the ~we1ve ~onths period endtag 

September 30,. 1926; togethor with a 2tatcment of ite annual 1ntore'et 

r=q:c.1re:ents on it3 :tir~t mortga~e c.nd. general and. re:f'unding 

mortgage bon~s and. equipment trust, ecrtifiee tes; -a3 !ollovlS:-

1925. 

!ota1 oper~ting revenue • ~ • • $7,.289"S71.4a 
Operating ~en8es,.oxclud~ depre-

ci:::.tion. .. • • • .. • 5.,18~?S5Z.S8: 
Net re·venue,. railway and fort:"$' 

operations. .. • • .. ... 2.,100,.518.60 
Net revenu&,. s.u:d.1i~ ol'erat1ons • 43~8,9o.19 
Net operating reveDn&.. .... .. 2.144;4!4.1§ 
Le-ss - ta.xes :J.ssigna.'ble to opers.tions 444,032.83 
~ots.l operating income. .... 1, 100 • 381. 9; 
X~-operat~g income .. • 167,064.l7 
Gross income.. .. .. • .. .... 1,86a,.64t.lZ 
Deduc:tions from. incO:l.C: exclusive 

o:! interest .. • • "..: 35.t139' ... 19 
~et. income:. .. ~,832796'6.§4 

Interest on funded debt: 

Pirst mortgage bond$~Ser1es WA" . 
Yirst mortgage bonds~Series ~B" • 
First mortgage bonds~Series ~C~ • 
Pirst mortgage: bonds"Series "'D~, 

proposed issue. • • • 
General &: Retund1ng 'bonds,. 6~. 
(roneral &: Re-i'o.nd1ng bond.e" 5%. 
E~pment t~st certificates • 

?!:1nei'OS.1 
• ~;Z9494c.OOO.OO 
• 500,000.00 

2,.500,,000,.00 

• 

• 

1,.500,,000.00 
1,.355-,,600.00 
7,.585,.2.00 ... 0,0· 
1,.7'00,.000.00. 

~"7. ~498,,235.2o 

§., 145,612.93-

2.,. 35Z,.622. 33 

~,.Z520,.62Z.3$. 
468,,110.48 

'I';"S84,. 511. as 
173,7OS.~2 

2,o5~.2W.27 

5Z140~.28, 
~~7065,81~ ... 99 

JJll't. o'f Int. 
$149,. 646. ® 

30,.000.00 
137,.500.00 

90,,000.00 
8l,.338 ... 00 

379,.2.60.00 
95z 5oo.oo 

~?9bll2M.06 , 

As indieated in the s.tatement,. operating expenses do 

not inc1ud.e arry amounts t'or depreciation. Further the rooord 
31l0ws. that e.pplica.nt~ s opera. t i.ng expenses during the year end1xlg 

Sept.etl'ber 30,. ~926,. wore apprOximately :;;;245,,000.00 in. e.xeeS:s of. 

the a.:Ottllt reported. in the inoome statement. ~e $245,.000.00 
is 1.nclud.ed. in the co~:ayl' $ balanee sheet 'Ollder the item o~ 

operat.ing reserve and. according to the tost1mo~ ,.,ill be t~e~ 
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to opora.t1ng e~cnses during O~tober~ Xovember and Doe~bor of 

this rear. The oper~ting reserv~ ~lso 1n~ludos mono~~ ~a1a or 

to be ps.id on Drccount of i:rljuri(}s a.nd damages: ill the amount o:r 

abon~ $56~OOO.OO. Uoreover~ it ~~pears that applieant h$s 

includ.od 1n its non-operat1ng income during the twelve months ond-

ing September 30th,. the sum. of ~2A:,.867 .99' on aceO'Ct%lt 0:1: amortiz.s.-

tion of premi'tlIrt on fund.od. debt. T".o.is m::.ount obv1ouzly does not 

represent 8:tJ.'3' cash realized by tho compa.ny. With~t the a.bove 

exp~tor7 remarks we foel that the compan7~s f~cial stat~onts 

are misleading. 

In mk1ng the pre-sent reClucet to issue tldd.i tiollSl fir~ 

mortgage 'b.onds: the CO~l's.ny askS pemisa10n to sell them a.t not le~$ 

than 96 p.ereent of fae& vs~ue plus e.c·ertt~ 1ntere-st,. Vlhich :seems to 

be the, ·oest l'riee- it has been a.ble to obtain for thonl.. l. con-

tract has. been made,. with Bone. &: Goodwin &: Ttteker ~ me. f'or the 

SI.lle ot' the bonO:s Sot that priee wi til the sd'.d.1 tioDa.l agreement that 

in th& event the priee e~ which the 'bonds arc o!~ered to th~ 

p:tblie is 8.bo~e ninety-nine end one-hs.~,. the: Ze'1 Syetem ~s.llsi t 

Comp~ ~~ll reeeiv~ the differone~ b~tv/e~ the offering price and 

ninety-nine, ~nd ono~half. 
'Zo.e eompo,txY $Ooks authority to usc. $770,.l61.'77 of' bond 

proceeds to reimburse its tre~~ on account of expenaitures for 

~dditions,. bettermont& snd im:Prov~ents made u~ to October 31,. ~926. 

~$ s:c.Otlll in some deta.il in Zy.hib,:i, ts "'3" anct "4" filed. in this 
Tho te=tim~ sub~tted. docs not vrerrant the 

its treacury. ItO' ooncluzi ve test:1J:lollj "rn).S, submitted to show 

the a.mo'tmt of incOtllO',. a.s tl':.e.t term is dc,finod in Section 52 of too 

~lic Utili ties: Act,. tho eoml'a.ny O"..tpendod.. for addi tionz a.:ad 
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'betterments .. It docs not ~ollow that tho compcny is~ bceaueo 

it aas cxpenaea moneys ~or ~ddition$ and betterm~ts. entitlea to 

Z'Ao money:. so expend.e~ mAY repro sent 

loans of ona k::tnd or a.nother. Applicant'tz financial statement 

shows ta.e.t it haC: on S~tember 30th,. $SZ5,.000.OO: of notO's 3:lleY. 

Upon inquiry as tc how the 

$770,,161.77 wo'llld be used 'by t:a.e- compa.ny,. the- Commission was 

ad.Vised that $650',,000'.00 Vlould be appliod: to the po.yment of notes. 
We 'be-lieve tha.t all. o'! tae $7'T.O,.~61.77 should. be used to PfJ.Y 

~o remaining proceeds,. "hich will smott:c.t to spproxi-

~toly $662,.858.ZS,. applicant proposes to USe to fiDance e~p1tal 

expenditures to be made. Its Exb.1'bi t "'5" Shows e-etimated. 

expendi tures for 'tlork in progress Since Octobor 3lst to be 

completed. on or before April 30;,. 19Z7,. of $724,.200.00,. consisting 

of the fo~oW1ng: 

:Eu::-chD.se of l4 28-;9e.sscnger bussos . • • • • $J.36~500. 
Roconstruct Track on Eop:t:i:ls St::oet - Champion 

to ]2'01'&.1 te. . • • .. • • • . .. . • 
Reconstruct T're.e~ on Ropk:i.ns Stree-t - 14th Avo. 

to ~el~ior. ... • .. • • • • • • • • 
:Recol!struet '!rack on Ea.st 18~h Stroet - 4th to 

14th AVCl'lues. • • • • • • • • • • 
Conotruet Additional Tra~ Shed - ~ier Terminal. 
Reconstruct Track on P"ooth111 31 vd.. - Fruitvale 

17,300. 

45,,000. 

7.9' ,.000,. 
20:,.600. 

Ave. to 35th Ave.. • • • .. .. • • • • 25,800. 
Reconstnct Tr3ck on StI.n l>a.blo Ii-VEl. Thrtt :Emeryville 504,000. 
G=~nc! Ave. - 3mbarea.c1.ero to C'ott.s.ge' - Eecon-

et:ruet Treek.. • .. .. .. • .. .. .. .. .. .. 
Sa.c:r~ento Str00t - :Rose- St. to South Berko ley 

City tine - Install Curbs, etc. • • .. • 

32,000. 

l~,OOO • 
35,000. Key :Division Cars - Atttomatic Couplers.. • .. • 

Zey DiVision - Additional Automatic Plagmon ~nd 
Cro~~ing Protection .. .. .. .. .. .. .. • • 43~000. 

Other W,sc.'ellAneoue jobs ot Plant J.:.dd.i tionz. und 
Betterments under. $l.0',.000. ollch .. .. .. .. • Z2Z,OOO'. 

Total .. • $724:200.. 
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Appl.iC'o.nt reports.,. Aowever,. that aome 0:£ the-z& 

c~end1turez, a.r~ of s tentative nstUre :lnd it may be tJlat later it 

will find it expedient to ~bst1tutc other oxpenditures for come of 

those listed in th~ exhibit. It therefore asks the Commission 

not to authorize the use of the proceeds from the sale of tho 'bonds 

to finance the z~ec1f1e e~enditnree outlined in ~ih1b1t ~5w~ it 
being its intention to v~thdraw the proce~as over and above th& 
$770~16l.77~ from t1~o to time· 0.$ it. ~roeoeds with its construe-

tion work upon receiving snp~lamental ordors in this proceeding. 

~Ais procedure is ~t1sfaetory t~ ue. ':[e vlill ~ t this t iDle no't 

apprcve ~DY of the expenditures reported in ~1bit wSw. 

ORDER 

'Key Syst~m Transit Company having applied to the 

Railroad C'omm.1esion for perc.1esion to. is$U~ ~;.l.,.500',.OOO.OO of bondS, 

a public hearing having boen held b&'ioro Examiner Fankh~ucer~ and 

the- Railroad CommiSSion beillg of the opinion that the application 

should be granted t\,~ herem provided end that the conoy,. l'ropc:-ty 

or le.'bor to be procured or paicl for through euch issue is. 

reasonably required for the ~urposes specified here~ and that the 

expenditures !or such purposes are not ~ whole or in part r~~on­

ably chargeable to o~erating expense or to income, 

IT IS =c~E~Y OP.DE?~ that Xey s~st~ ~~31t Com~ 

be~ and it hereb~ is,. authorizod to is~e and se~~ for cash on or 

before April 30. 1927~ st not less thnn n1nety-s1Y- percent of fae& 

value plus accrueCf. intere-st,. $1,,500,,000.00 o·f its. s'e1'103 ":I)"",. 
first mor-:gage six percent b.onds,. duO' J'Q.ly 1.,., 1938,. ana ~se.'· , 
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$"nO,.161.77 of tho procec(LS to pay indebted:o.ees r~or.red. to :tn 

a~pliee~t~~ balanoe sh~et on filo· in this proeeeding and in the 

~e r~i~der of tho proceeds ~y be 

expended o:lly for such PtU'1'oses s,a the Comm.isz.1on wil~ ~:a.thor1ze in 

a ~pplemental order or orders ~ this proceeding. 

IT IS B:EP.EBY 1'U?TR~ O?JJZ?:E:D thot the. a.'O.thori ty here1n 

granted ~all become ef~ective when epp11e~t has paid the ~ee,pre­

soribed by Seetion 57 ot: the Ptt"oliC' Utili t1es Act,. which f~o: is 

$1.,.2.50.00,. a.nd further ~ ths t ~p~lieant eha.ll keep such record of 

the 1ssne and sale of tho bonds herein authorized and of tho dispo-

sition of tho :!?roeeedS,. ~s will enable it to file,. on or before- the-

25th day of each tlonth,. a v.er1fied report .. o.a required 'by the 

Railroa.d Commission'S General Order No. 24,. which.order,. 1nsofar 

as applicsble~ is ~do a part of t~1s order. 

DA~ED at S~ Prsnoisco,. California, this ------
day of De~e.mber,. 1926. 


