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Decision Noo / 75(0 g .
. 4 7

RTTORE THE RAITROAD COIRMISSION OF TEE STATE OF CALIFORXNIA
In the Metter of the Afvplication of

PINNANT PARTOR COACE LIN®S, INC., A

)
)
Zor @ pormit to issme and soll Lvs ) A'oplication No. 13368
securitios. ) |

. Chaxrles Gray, 2or gpplicant.

BY EE COMMISSTON:

In this procee§ing Pennant Parlor Coach Iines, Inc., asgks
vermisgion to 1330.'6‘, 19,005 shares of i%s capital stock, of the sggro-
gate par value of $5.90-;OS0.00, consisting of 7,500 zrares of oight
percent cuzulative preferred sctock and 11,505 chares of common’stock.

It sppears thet Permant Perlor Cosch Iimes, Tnc., Was ore
garized on or gboul October 14, 1926; vander tae laws o the Stete of
califormisa, nrim,.rily for the purpose of ltaking over and operating
& transporvation ‘ouuineau now owned by H.H.Kottering and operated
for tae vranopor..a:ion‘ of pessengers betwesn San :rwciaqo and Seattle,
interstete business only being conducted, except in the State of
Oregoz,where lotal passengers are carxied. - The coxpeny®s Articles
of Incorporation provide for a total capitel stock of $250,000.00,
divided inte 25,000 shares of the par valume of $10.00 oacli; and cop~
ci"ting 0of 3100, OO0.00 of oight percent cumalative preforred :—:‘tdc):
redoemable at any time at 105, and $150,000.00 of common Stock. In

ra&d.ng the weeen’t anplicatioz: The company s.ul.‘-“ pemi sion to issw
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ite stock for the following pPurposes:~

X. acguire assets, lesses and facilities

o E.B.Zettering- cormon stock %100,000.00
2. To acquire additionsl equipmont-

vroeferrod STOCK + « . . . .‘,';"Zg,OOO'. o

commoen. Stock - 2 + o e l zOOO'- 9 ’OOOOOO
S. Do Iincorporstors-common stock 50.00

QOT;BJ..-‘-----.......-.--...- @90‘,050.00

It is revorted that I. 2. Kettering commenced the operations
roforred o kerein during lay, 1926. The record showe thet ho hes
offored {'.o 'crans:rego;tho corporation, the assets, ‘loases and facili-
ties used in conmection with suck operations in comsideration for ‘
$100,000.00 0f common stock of the corporation snd the assmption
by the corporation of indebtednoess of $35.931.82. Mhe properties
Proposed 1o be transferred imclude the Zollowing:~—

Cortificate of public conveniemce and necessity
granted Lpril 14, 1926 by the Department of
Public Works o the State of Weskingtoxm.

Certificate of public convenience and necessity
granted Octonwer 6, 1926 by the Pudlic Ser-
vice Commission of the State of Oregonm.

Lesse of office at 1I80~4 Market Sireet, San

Francizco, running for five years from
July 26, 1926.

Loese of garage and repair shop at 244~9th Street,
San Prancisco, rumning Lor five years from
Qectobder 31, 1926.
Two Plerce-Arrow 25-passenger cosches.
Two lack ZZ-pessenger coaches.
No cortificate of public convenience and necessity haz been
obtained from the Rallrosd Commission of the State of Californis ,
a2 1% kas horetofore been decided that this Commissiom is withoumt the
power to' grant or deny authority Lor the exorcise of inte;-stgte
operating privileges. (See Decision No. 16408 snd Docisfion No. 16431.)
Testimony offered at the hesring in this mstter indicates that
the Pierce-Arrow coaches cost new syproximstely $15,000.00 ‘-o;ch.’ a.n&_'
the lack cosches sbout $12,000.00 each. No ovidence wes suimitted
bearing oz the value of the other properties, excopt a generél statement
in ‘the petitiom that, based on estimated earnings, the goodwill end
Zrancidses would heve a valme of eromnd $200,000.00. The applicé’.-’ -
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tion does show that on September X, 1926, thore was $35,971.82 owing
by Mr. Xottering in conmmection with the acquisition of the properiies
2nd the business, end in sddition, that lir. Xetterfng bed imvested
gbout $27,000.00 in cashe The sum of these two figures is $62,931.82
In support of the requost to issue $100,000.00 of stock to Mr. Ketter-
ing, spplicent sets ZLorth in Parasgraphk IX of Iits potition the foilow_- v
ings:-

.. "ir. Xettoring has invested in cash something over twenty-seven
thonzand dollars (327,000.00) in the business. He, of course,
desires to rotain control ¢f the corporation end has offered to
transfexr all the phycical assets and the lesses and facilities used
by nlm Iz connection with the operation of 2aid line of parlor
coaches, for ten thousand (10,000) sheres of the common stock of

your applicante. Your applicant desires to issue to Mr. Xettering
twenty-sever rurndred (2700) shares of its common stock out of

escrow, 1o represent the cash actuclly vut in the business by Mr.
Tettoring, and to issue the balance of zald common stock, to-wit,
ceventy-three hundred (7300) shares, In oscrow to %o held watil

ell of vhe preforred stock hes been reotired and until the further
order o2 the Rallroad Commiszion.™

At the hearing it was reported that the Zigure of $27,000.00
wes in error end vkt E. E. Kettering hes imvested, instesd, sbout
$25,000.00. The belance skeet of E.I.Xottering ss of November 20,
1926 shows an imvestment of 528,858.44.

e do mot believe that we should auwtlorize the issue of stock -
solely Zor the pﬁ:-po.se of giving H.E.Kettoring control of the affairs
of the corpvotation and' dg 2ot believe that the evidence rerein jus-~
tifies wm in suthorizing the issue of stock to Mr. Kettering in ex-

cess of $29,000., which represents spproximately tho amouwnt he hed
invested on Novembor 30, 1926. We have, of coﬁ.rse, no objection to
the issume of common stock implace of eight percent preferred stock, .
but we 4o not thizk we chowld suthorize tho Lssus of cuch common S+ock
In sdvence of the retirement of the preferred stocks The order .
rerein, thoraefore, wiil authorize applicant to issume %29,000.06 oZ
comzen Stock to Mr. Kettering im payment of kic assets, leases and
:’riacﬂitiea, subj ect 0. thé outstanding indebtedness of %5;931.82; :
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Comfng to the request to issue and sell edditiomel stock of the
par valme of $90,000.00, it appesrs that £t is spplicant’s desire snd:
intention %o uée the proceeds to be received %o pay the indeb%a&neaz of
535,931.82 it will.aséuﬁo; and to finsnce +the cost of two new$coaches.
02 the same Tyve as those now used, which it is thonght wi11 éost about
312;060.00 each. It is reported that at present thirteén round trips
are mede monthiy between San Frameisco and Sesttle, using four cosches.
o maintain this seryice it i3 said That it vill be neceséary to
acquire & £ifth cosch and That durling the sumwer a sixth:coach.must
be added to vtake céme of excursion bmminess and hoavy summer traffic.
It i3 estinmated that mbntbly revenues from ticket sales will amount
%o about $9,400.00, snd monthly expenses o $5;348.00,‘leavin5 a
monthly profit avéilable for divideids o2 about $4.052.0d; or snnuelly
sbout $48,624.00. In View of the fact thet E.Z.Xovtoring sustained
& Loss of $%,182.58 to November 30, 1925, end that he figures o f£if-
teen yesr life for his stage equipment, we are not comvinced that
the co:po:ation.Can overate at a monthly profit of $4.052.00..

Applicant yroposes to sell the $90,000.00 of stock Lz wnits of
five zhares 02 preferred and one shére of commox, ¢f & total par valune
of $60., at o price of $50. & wnit. It further proposes Yo use |
twenty percent ol the proceeds to pey celling commissions, so that for
the $60+ par valﬁe’of stock it will receive in cash 340. The total
proposed isswe of £90,000.00 thus Will yield it $60,000.00 in cash
to apply on tho indebtedness of 335;951.82 snd to finence the cost o
the two new coaches. This is egulivalent to the issue of the stock
at Gsé?Zpercenz of par value. We will not euthorize the iscue of the
stock under these conditions. The order herein will suthorize the
iseue of stock at not less than par, snd will providé “hat not exceed~
ing texn porcent-of tho proceeds received mey be used to pay compiszions
and sellingxexpaqses. However, we notlice that epplicant’s Articles
of Ing?rpbrationaprovide thet there shall not be outstandimg at any

time more shares of preferred stock than of comron stock.  Tae
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order herein euthorizes the issue of $29,000.00 of common stock to
M¥r. Xettoring: $15,000.00 of common stock, the additionsl smomnt

- requested, to be sblalfor cashy and 550. oFf commoxn Stock to The cor-
poration’s indorporgtors, Necessarily, them, it seems to us, the
authority to issue preferred stock should be limited to pormitﬁing
the issue of a likze amount of prefoerred stock and the order heroﬂﬁ,

therefore, will authorize the iszue o2 544,050.00 of preferred stock.
CR2RDER

Pennant Parlor Coach Iines, Inc.,having spplied to the Rail-
road Commission fLor pdrmissiqn to isgume $190,050.00 of stock, a publ;c
hoaring heving been held beforo Exsminer Porkhauser, azd the Reil-
road COmmiséion being of the ovinion that tho money, property or
labor to be vrocured or phid for through the issue of $88,100.00 of
st0¢k 18 roasonsbly required for the purposes‘specified‘hereﬁn,‘and
that the expenditures for such purposes are not in whole or in rart
reasonably chargeable to operating expenNQ or % income,

IT IS ZEREEY ORDZRED that Pexnant ”arlor Cosch Lines Inc., bo,‘
snd it heredy is, suthorized to isswme, om or before Decembder 31, 1927,
%44,050.00 of its preferred stock and #$44,050.00 of its'cbmmon_étock.

I7 IS EEREBY’FURQEER ORDERED that Pennanx,?arlorVCOach.Lineé;
Inc. o, and it heoreby is, authorized to deliver not exceeding
529,000.00 02 the cormon stock herein anthorized t0 be issued to Z.Z.
Zottering in payment for his propexties, leszes and facilitioa ro=-
ferred to in the foregoing opinion; subfect to outztanding Indedted-
noss of 335;931.82; and to sell, for cash, &t not less than par, $50.
0L the common stock herein authorized to be issmed to its five in-
corporators and o uée the proceeds for,@érking capital.

IT IS EERERY FURTEER ORIZRED that Pemnant Psxrlor Coach ILines,
Inte be, and it heroBy is, authdfized to sell the‘rema;ning £15,000.
of commox stock and the $44,050.00 of preferred stock borein author~

ized to bo issued, for cash, at not less then par, smé 1o uee sn
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snmouwnt of the procee&s:ﬁot oxceelding ten pércont oL the par value
0f stock sold 0 pay,commisaions and exponses incident to th@‘ealo
Thereof, and to use tho romaining proceeds, amd such portion of the
tor worcent not needed to'pay commissions and expenses incidont to
the sale 6: stock, t0 vay in whole or in part the £n@ebtedness of
335,921.82 and to Zinance in part the cosf of sdditionel eripment.
I7 IS EERZRY FURTEER ORDERED that the suthority herein
granted shall become offective upon the date hereof, ané further,
that applicant 3hgll koep such record of tho icaue, sale and delivery.
of tko stock herein authorized as will enable 1t to f£ile, on or be~
fore tre ZSth day of eachrmOnth g verified report, as roquired by
the Reilrosd Commission’s Genersl Order No. 24, waich order imsofar
as applicable; is made a part of this@order. |
IT IS SEREEY FURTEER ORDERED that the application, insofar
es 1t involves the issue of $30,950.00 of preferred stock and $71,000.
of common stock be, and it heroby is, dlsmissed without prejudice.

DATED at Ssn Fremelsco, California, this /2-H day of

Jenuary, 1927.

Cormigsioners.




