Decision No. 1 Q10N

BEFORE TEE RALIIRCAD COMMISSION OF THE STLTE F CALIFORNIA

"B |
In the Matter of the Applicatiom of RIS B i
RPICKTICK STAGES SYSTEM, AT ] b l\; / ¥

)
)
& corporation, for an order author-)
izing the issuance and sale of 3
)
)

capital stock of the par value of Lpplication No. 1412l.
Three Hundred and Twenty XFive

Thousand (5325,000.00) Dollars.

Tw the Matter of the Application of)
PICKICK STAGES SYSTEK, )
a corporation, for an order per- )
mitting it to issue Three Hundred ) Application No. 14l22.
Thousand ($390,000.00) Dollars of )
equipment trust certificates. )

Warren Z. Libby, for applicant.

3Y TEE COMMISSION:

OPINICON

In the above entitled matters Pickwick Stages Systam;
& corporation, asks the Railroad Commission to make an order .authorw
1zing 1t %o issue $325,000.00 of common stock at par and £300,000.00
of six and one nalf percent eguipment trust certiricatps,ét 25 to
finsnce the cost of additional equipment.
| A pudblic hearing on the IWo applications was held
vefore Examiner Fankhauser on October 28th at waich time they were

consolidated for the purpose of recelving evidence and foxr declsione




Ls of August 31, 1927, Pickwick Stages System riports
outstanding $1,759,250.00 of common stock and §770,000.00 of equip-

ment trust cértiricates. The assets and liébilities of the same

date are shown im Bxhibit "A" as follows:i-

, ASSETS:

md L] L] L] * -* - - L] . - - - L] - L - - L ] - *
Bulldings and equipment . . .$2,599,848.72
Less depreciation. . . . 430,688.15
Nete ¢ ¢ o = o = & .
Franchlises . . .
Current Assets:. .
Other assets . . .
Deferred charges . e o
Discount on capital stock.

$24,699.17

— 2,16%,180.57
. 510, 720.29
. 494, 396.02
. 36,093 .34
. 107,348.78
. 5,844.0

S uﬁ:‘-" 54& .

Total Asset 2 2

LIABILITIZES:

Stock outstending. « o + o o o o - o o .
Equipment trust certificates . . . . . . .
Cost of furniture and equipment payable

in installments . .
Accerued Federal income tax - 1926. . .
Reserve Lor mOTOX. « .« .+
Current liabilities.

. 45,182.46

Surplus. . - . _
Profit and loss - 1827 . . . . 193,719.59
Total Liabilities. .%3!34§!§§7.I7

.51,759,250.00
. 770,000.00

195,207.82

10,831.66
116,293 .57
257,802.07

- - - - - - - -

.
» - - [}
-

The compeny in these two applicatioas asks permission
o issue stock and eguipment trust certificates 1o acquire the use
of additional equipment which i% reports will cost 1t $605,000.00.
This equipment consisits of the following:- ‘

10 - Zé-passenger perlor sedan intercity type stages
&t 5:12 ] 500 e&Ch e« o e & = *» & o @& = & s = o .&25 ’000 L 4

10 - 27-pas$enger‘aisle parlor sedan Intercity type
steges at $13,500 each. o - - o o o e o o - .$135,000.
16 ~ 27-passenger aisle parlor sedan intercity type
stages equipped with lavatories and tollets

at $15,000 c8Ch « o + o o o o e e o o e oo

6 ~ 28—paséenger observation parlor buffet semi~-
double deck stages at %;7,?90 each. « - -
ot& - - - » - - -

.5240,000.

.%105 000.
805,000 .




. A portion of the proposed cost of the equipment,
applicant proposes tolobtain through assuning the obligations
referred to in the eguipment trust egreement and lease of automobile
stage equipment filed in Application No. 14122 as Exhidbit "B" and ncw.
This agreement provides for the issue of $300,000.00 equipﬁeﬁt trust
cexrtificates bearing interest at the rate‘or six and one half percent

per anoum and payable on the following daves in the following amountsi-—

Octobder 15, 1828 .$20,000.
Qctober 15, 1929 «$40,000.
Qetober 15, 1930 -$60,000.
October 15, 1931 .$60,000.
Cetober lg, %933 .$60,000.
Octobver 1 933 .$60,000.

"Total 800,000

tnder the provisions of Exhlbits "BT and "C™ the Dlek-
wlck Stages System undertaxes To Leaso equipmenﬁ refe&réa to herein
snd pay as rental for the use of such equipment an .amount sulficlent
to pay the equipmeat trust certificales, to pay interest thereon
and meintain the equipment and pey any other expenses in éonnection
with the operation of said equipment. Assuming that the equipment
srust certificates are sold at 85, the compeny would realize $285,000.
mwe balance of the purchesing price is %o be secured through the issue
of comzozn stock at par waich will be purchased by the Piciawick Corpo=
ration.

~ The testimony shows that the equipment which 1s To be

acquired and made available for the Pickwick Stages System and whick
will finally bde peid by the Pickwlick Stages Systen 1s beling comnstruct-
ed by the Pickwick Corporation.wh:ch owns all of the outstanding
common stock of Pickwick Stages System. IE appears that the Pick-
wick Corporavion ls selling the equipmgn%r25§gangins.as high as
twenty~five percent.

me feel that the amouwnts wilch Pickwick Stages Systen,

& public utility, proposes to pey for the equipment, ere excessive
3-




and that such excessive prices are due Iin part at least U0 the prac-

tice of having the parent company comstruct the equipment. It ocecurs
to us that the operations of Pickwick Stages System have reached such
a magnitude as should ensble it to acgquire or construct 1its equlpment
on a more favorable basis than it 1s acquiring the seame from Pickwick
Corporation. The situation presented here Is Iin its eseentials no
Gifferent Lrom the practice, long since rejected by the Commission,
of pormitting a construction company to profit at the expense of a
public utility when the construction company controls the public util-
ity or is owned or conirolled by the seme interests which own or com~
trol tae utility.

The order herein, accordingly, will be of & preliminary na-
ture and, while suthorizing the issue of the stock and certificates
in the amounts applied for, will provide that the »roceeds received from
the sale of such securities be placed in a separate benk account and
withdrawn by spplicant only upon receiving supplemental authority from |
this Commission to o s0. To obtaim such supplemental euthority it
will be necessary for applicant to file witk the Commission, when it
is desired to withdraw proceeds, 2 supplemental petition containing
a certifled statement showing in detail the actual cost of construct-
ing tae equipment to be financed with such proceeds and justifly the

cost theroin showne.
CRDER

Dickwick Stages Syestem having 2pplied to the Railroad
Commi ssion for an order authorizing the issue of stock and equipment
trust cortificates, referred to in the foregoing opinlon, a publiec
rearing having been held and the Rallroad Commission being of the
opinibn that the request should be granted as herein provided, and
not otherwise, and that the issue of stock and cexrtificates 1s reas-

onsbly required by epplicant,




IT I8 EEREEY ORDERED tha% PiekWick §uages Systell be, and it
hereby 1s, authorized %o issue and sell at not less than per, {$325,000.

of its common capital stock and to execute and enter into an equipment
trusy agreement and a lease agreement substanti% i@ ‘G‘Eﬁ‘t‘iﬁ fs, mgwl’%
a5 the agroements filed with Application No. 14122, and to assume or
guarantes the payment of not exccading $300,000. of six and ome half
percent serial equipment trust certificates payable on or before Octo-
ber 15, 1933, the issue and sale of which certificates, at not less
than 95 percent of face value plus accrued interest, is hereby author-
ized.

IT IS HEREBRY FURTE;‘.R ORDZRED that Pickwlick Stages System shall
deposit the proceceds from the sale of the $.'525,000._.00 ¢ stock and the
$300,000.00 of certificates in e special bank account, and use such

sroceeds only upon beimg euthorized to do so by supplementel orders in

these proceedings, for the purpose of financing the comstruction cost

of the equipment referred to in the foregoing opimiom, or for such other

purposes as the Commission might authorlze.
The authority herein granted 1s subject to the following con-
ditions;~

1. To obtain supplemental orders asuthorizing the use of pro-
ceeds from the sale of the stock and certliilcates
applicant shall first file with the Commisslon sup-
plemental petitions contalning certified statements
showing in detail the actusl cost of comstructing
the equipment to be finenced tvhroughk the use of
seid proceeds, and  justify.sald cost.

2. The authority hereir granted td execute an equipment trust
agreemnt and & lease agreement is for the purpose
of this proceeding only and is granted only insofar
es this Commission has jurisdiction nunder the temms
of the Public Utilities Act, and is not intended as
an spproval of sald agreements as to such othexr legal

S=




-

requirements to which sald agreements nlght be subject.

3. soplicant shall Keep such record of the issue of the stock
and certificates nerein authorized as will enable 1t to
file, on or before the 25th day of each month, a verified
report, as required by the Rallroad Commission'®s General
Order No. 24,'which order insofar as applicablé, is mede
a vart of this order.

4, The authority herein granted to issue stock shall become effec-
tive upon the date hereof. The authority herein granted
to issue certificates shall become effective only when
applicant has paid the fee prescrided by Section 37 of
the Public Ttilities Act, which fee is $Z00. and the auth-
ority to use nroceeds from the sale of stock and certi-
ficates shall become effective only when hereafter auth-
ordized in supplemental orders.

5. Under the authority herein granted no'stock or certificates may
be lssued after June 30, 1928.

6. Tithin thirty days after the execution of the agroementis re-
ferred t0 herein Plckwick Stages System sanall file two

certlified copies thereof.

yZ
DATZD at San Franclsco, California, this é day of

ﬁW 1927.
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RAILROAD COMA 3SION

A

égﬁmissioners.




