BEFORE THE RAIIROAD CQIDIISSION OF TEZ STATE OF CALIFORBIA.

Iz the matter of the applicetion
of OAXLARND, ANTIOCE ARD EASTERX
RAYLWAY for authority to issue

- honds and notes.

[,/:Z’l'ou u_0|<9|09q -

Application [o. 939.

[T 1L ]

Jesse I. Steimhart, for applicent.
TOVELLYD, Commissioner.

O2IXTOF

This iz an spplication by Oakland, Antiock and Eastern
Reilwey Zor asutbority to issue 4500,000.00 1z bonds for the pur-
poaé o2 providing money for addi'tipnal . constmctign and equipment
and, previous to the sale of\"t;heso bonds, to pledge them‘ with othér
borde ae collatersl security for an issue of '*‘700 000.00 0f motes.

It is the Iintention “o umse the procoeda Zron the sale of
these notea “oward vhe lic_‘aida.tion of the ﬂoa.us.ne: m&ebtqdnogs of
Oskland, Antioch and Bastern Rallwsy asd Oskiand snd Antioch Rail-
way. This floating fndebtedmese smomsts to §1,299.964.72. This
ﬂo'é.ting indebtbdnesa w411 be Zu-ther lessened throuéh an asseas-
ment oxn applicant’s stock amomnting to 5;4.00,000.00.‘ |

The Pinancial affairs of Qakland, A.n'tioch and Eas‘tom
R&I.lway and its suhsidiary, Oakland and Antioch Railway have . 'boen .
rev;owod by this Commission 4in 4its decisions wpon ayplications nos.
608 and 666; A Dbrief sumary will, therefore, suffice for the pur-
poses of this application.

OaXland, ixtioch azd Zastem Rsilwsy, of itself, and
throvga stocxk omersb.ip in o*her rail:oada -operates a standard
gauge ‘eloctric ra.i,lw approxinately 100 milea in 1ongth 'be‘hroon
OaXland and Sacramon?o with branches extending to Antiock and Dan-~
ville. Through & con:t:a&‘_c with the Sax ancisco.‘Oaiﬂ.én’d. amd Sen

Jose Consolidated Railwasy, the spplicant overates, by electric
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line ani ferry bosts, between Oskland ané Ssn Fremeisco, tims
giving 1t a throvgh comnecting service Zrom Sem Francisco and
Qakland to the ypoints mextioned.

Oakland, Axtioch and Zastern Railway has an suthorizel
issue of 100,000 ghares of stock of the par valme of moo.oé'per_
share, sll of which is outstanding.

Applicam:'g indebtelness nay be summarized:

Oeiland snd intioch Reilwsay

boxrds ontstanding........................$2 000,000.00

Oailand, iztioch and Zastern
2ellway "bonds outstanding.cesccaae cosenss 2 500,000.00

San. Ramon\Va:Lley Railrosd ‘
bonda"Outstmm‘....‘..II.CI...O.......I 100,000-00
mom bondSQ.-.-...'..‘.-.I..l.ll‘.....'lbﬂ'm’m.w

Floating indebvtednesz, ap- ':
P:omtow.-.....'..-..-...I..I......Q.. Lmo_’om‘.oo

ﬁotal'ell‘1ndebtednoasw..................§§=900;000;oo

As socmw for ite Lloating mdebtednoss :Ln tkre m
of $1,300, Ooo.oo apvlicant has pledged £1, 256 Ooo.oo of bondm. ‘
It holds in its treasury $244. 00C.00 of bonda a.uthorized. 054 this
Commission Tut not yet sold. -

It 18 the desire of the applicant to mse the procesds
from the ssle of the $Soo,000.oo of bonde. which 1t mow ssks an-
thoxrity to issme, :fbr the following ‘i.tm’:- | |

25,000.00

G ...--..........‘.........‘......-.$

Additim mlwt.......I..I........---.

"iea'...-....‘..-..'... ........ & & 8 00 Pe 8w

mlg'-.‘O.......-..'.’.-.....-,....“'.....

spocm‘work.-‘...'...'._-......‘...O't....

ko@ md mtchos..'-.'....-.-..'.O..-..'
aoaaww tools....l...........lﬂl..........

Steel bdridges anld trusS808.cccccccne.
Kle ma :rme trestleEDCOOID.-O.

..-.-...‘.......-..........

Um Appmm-.-o-...-o.--o--c.o---o--
Distridution systenm...

Substation PREIldingBecccccceiveacccsacss

23,000.00
10 .OOO-OO’
8,000.00
25,000.00
6,000000‘
2,000.00°
6,000.00
96,000.00
2,000.00
12,000.00°
70,000.00
6,000.00

kxnomnt carried LoTWaT8..cseesersnanenen-af 291,000.00
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Amomnt Provght LOTWATE.cvevesnvconancesl 29'1',000-‘.00

Station mildings and Lixtwres......... 20,000.00
Substation equipment...ccccvencesncenna  48,000.00
Shop eguipment. . .cceccevecccccsanccnnnce 4,000.00
?reight ‘c&ra..Oﬁ....'l.....--.....0.... 40,000-00
Electric 1locomotivet.ccecerecccescna.n 20,000.00
Mscellaneous equipment..cvceeccencsnss 8,000.00 °

3‘5‘; 431.000.00

The application requests, however, that a:u.thori‘.:y'bo
granted at the presext time to pledge these §500,000.00 of bonds
a.s collateral socnrity togethor with other bonds of like char-
a.cter previovsly anthorized By thie COmission 80 tb.a'b tho total
nay be $1,167, OOO.oo 02 such bonds.

It s the i.nte:xtion to pledge these bonds in Yhe _mzm.
o $‘.!‘.,16'7.000.‘oo, or such part thoreol ss may be necessary, as
collatersl security Zor az fssue of $700,000.00 of &% four-yeax
notes and o fssue snd seil these notes st 96@% of *.aoi;‘ zace
valrve wader the tem. o¥ & trust agreement bo"'wae::. Oaﬂa.ﬁd .a.n-
tioch and Eaatem ?aﬂway snd Tnlon Trust compa:ay o-’ Sa.n i‘mn-
cisco, dated “e’braa.z'y 1, 1914«.

It is provided in this trust agreement that notes may
be issued up to the 't:o"a.l o "'700 000.00, 200 of suck notes 'bo

be in denominations of ¢soo.oo and 600 in aonomina.tions o
$1,000.00.
It 18 Lurther previded that for every mote =zo ia*‘aod
there skhall be deposited with the trustee fLirst noxrtgage 'thirby-
yeaxr 57 bonde of Osklsnd, Amtiock and Zastern Reilway eqmz. in
face velue to 166 2/3% of the face value of such notes as ma;v‘
be issued. Tho notes sre to 'be calladle: the Lirst year at 1001-,
the gecond year st 100%, and the third snd fovrth years a.t par
| Tt 15 furthex s":pulaved in tkhe trust agreomn" that
“hose noves may be comverted :I.n‘t:o the 'bonde wnich are pledgod
as security thexeZor mpon the baeis of 85% of face valme Lor the
bonds a3 sgainst 96&% of Zsce value Zor the notes.
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In previous orders, the Commission has 2ixed the mini-
our price at waich Oskland, Anti.och an€ Eastern leay skall sell
its bonde at 80,’5 of the par value thereof. Iz observing this pro-
visfon, it will be zmecessary Zor spplicaunt to 2ix, as the :na:dzmm
commission that may de pa.ia Zor the zale of i't:s notes, & sum, Wb.ich
under the conversion pla.n provided Zor in the trust agreemecnt
herotofore referred to, will met to anplica:nt at least 80% of the
fLace value of the donds wkhick =may De exchanged :‘:or notes.

It 13 altogether desirable trhat Oa.ﬂa:a.d .&:ntioch and
Zastern Rallway should ¢clear uwp or greatly rednco its ‘loati.ng in-
debledness. I% is applicant's bellef that it will be sble to 14~
quilate tae motes, whick 1t now asks for au“.:hority %o issue, Dy
either theﬁ conversion into bonde or the sale of these bonds.

Since this Commission, oxn August 19, 1913, suthorizeld
the applicant herein to issue §1,000,000.00 of its first mortgege
bords, It has levied and collected sz assessment of"_-'$500‘,'000.‘oo

on 1ts capital stock. It has now levied a second sssesgmont of
$4.00 por share whick 4t belleves will Pring into its tressury ap-
proxinmately $400,000.00. It will tkus have rafsed £900,000.00
fron 1ts stock.

Previous to the effective date of the Public Utilities
iet, this compeny bad isemed the Zll emount of its authorfzed
capital stock, a po:tion Lor prelinina.:y and promotion wo:rk ut

the greater por"ion 8& & borms Witk the 'bonds. ‘

In adopting "ho policy of stock assement T believe
this company zas gres:!:ly strengthened its Z{nancial condition.

Too olVen such enterprises are overburdened and wrecked at the
beginning by large iseues of bomde to meet early neceesities which
shold be defrayed through momey raised 2rom stock. It is cox-
talinly s sound judgmont That ..trﬂ.ves keop Lixed. c.ca.rgee with-
in a ressomsble 1imit. Xany a worthy exterprise has deexm dedicated
almost st its imception to failure through the pyramddding of




bond Liszenes for proliminary ozpondmurae and initial 103303.

This road is gtill in process of comstruction and a.ts
limited opemtion for the past six months does not afford an ade-~
quate basis wpon waich to predicate = Judgment as ¥o its futozre,
2xnd vhe Commission doos not asgume, therefore, to pa.ss :pon the
valune of its secmties, et 4t does, nevertholese, :u:v'ite to tke

 attention of suck other uwtilities as may ve in need thoreoZ thre
wnquestioned sdvantages oL a policy of stock sssesszpent.

The applicant 2as mot submitied the detailed enmgineer-
ing date covering ite proposed comstruction, nor hss it submitted
tho fotalled specifications for such eguipment as it proposes *o
pwrekase.

The Order %o be lssmed will aunthorize itho pledging o
the §500,000.00 o2 donds desired Zor this construction work and
this equipment, but the authority to sell these bouds or to issue
them iz exchange for applicaxt’s motes will be issued only after
the Engineering Depariment of this Commission has had full oppor-
twity to pase wpon the detaliled data to be submitted. The work
covered in this prograxm of comstruction and tho‘ eq_uipment" are
needed by applicant and are pro;ﬁor purposes, ac specifled in the
Pudlic Utilities Act, Zor the Issue of bonds.

It appesrs slso that the flosting indebtednsss, hereto-

fore memtioned, 02 sprlicamt axf Oskland and Antioch Reilway weas
incurred Zor items properly chargesble 'to; capital accommt, and
the refunding of this indebtedness ,through the pledge of bonds and
the issue of notes iz, therefore, 2ls0 in accordance with the pro-
visions of the Public Utilities Act.

I 2ind, thero ore, that the purposes Lor which it is
proposod to issne Vsoo,ooo.oo' 4n boxds and to issue "$’roo,000.oo
in notes are not foasdmbly chargesble to operating..érponsog or
to income. | |

The Qrder herein will spprove applicant's trust sgree~
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next with Union Trust Company 0F Saxn Francisco in so Zar as +hisg
Commission has the authority to so approve, with the widerstani-
ing thet the applicsnt will mot iosue azy of its bonds in ‘exchange
for notes mu; it shall zave received s Supplesextal Order from
thqtomissioﬁ approving the detailed engimeering date to be 2ilel,
and witﬁ the reservation thet such approval is given in 30 Zar as
the terms of said trust sgreemext sre not in comflict with tha 50~
¢alled Incona Tax Law of the United States.

| I recommend that, wi th the sbove conditiops, tze appli--
cation be granted, and subnmit ..he following form of Order:-

CRXDER _

OsXland, Antioch snd Dastern Railwey having applied to
this cOmission Lox s.n"hority to Lssue .VSOO Ooo.oo of itz first
portzage 5% thi:ty-yoar bonis wnder 1ts mortgage and Zeed o:r tmst
to Union ;mst Company of San Francisco, &ated QOctober 1, 1913.,

& copy of which is on file with this Commiseion: and to pledge
said Donds, together with other bords wnder sa1d ‘mortge@ge hereto-
fore authorized by tkis Conmission to a total of 81,167 ,'OOO.oo‘

of all vsnch bords, a8 collateral security Lor axz issme o‘f notes
wader & trust agreememt between Oakland, Antiock axd Eesternm Rail-
way o Union Trast c:ompe.ny of San Francisco, dated Fob:maxy L,
1914; ani to ilsewe $700, 000.00 of its 695 Lowr-yoar collateral
trust notes nnder seild agreement between Oalitland, .&n‘b:!.och az:d
Esslern Rallway and Union Trust Company of Saxn angiacq:

And s hesring baving deen held, and it appesring that
the purposes for waich ss1d bords ani seid motes are to bo isened

are not, In whole or 1z part, charpesbdle Lo ogora‘bmé;- e:ponses‘
or to ixncome:

IT IS EEREBY ORDERED: Taat Osiland, intioch snd Zast-
orn Rallwsay be granteld, and 11: is hereby pgranted, a:u:t:i:ority to

1seue §500,000.00 of {ts first nortgage 5% thirty-year 'bonds -

gor its mortgage e.nd deed of trust to Union Trust cwmpa.zv o Sa:n.
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Francisco, &stoed October L, 1911.

17 IS FURTEER ORDERED: That Oaidend, Amtioch snd Bast-
orn Rallwsy Do granted, and it ig lboredy granted, authority to
pledge s8aid £500,000.00 of its Lirst :ﬁortgage 5% thirty-yesr bonds,
herein referreld to, and to pleldge guch other 6: its ﬁr&t nortgage
5% bonds, heretofore suthorized by thiz Commiss 1on‘v to ‘bo‘ 1isoued
in thisz Commission’s decigions Kos. 771 ank 891 upon?app:.ica.tiona
nos. 608 anl 666, respectively, &€ may be Decessary 6. make Yhe to-
tel of all such donds plodged $1,167,000.00 of such isé'ao, o® bords,
- 3aid bonds o be ple&sed wader the terme of s trust agroémnt Do-
tween Oaﬂa:nd Anticch and Zastern R2wilway arnd Union "'mst compa:ay
of San “rancisoo dated Februery 1, 1914, & copy of which Zas beexn
mod witk tzis Commission 1r comnection with thae appl_ca'tion hore-~
in an& t0o whick reference is hereby made.

- IT IS FURTEER ORDEREZD: That Osklapd, Antioch and East-
ern Railway be granted, and it is hexredy gren: told, muthority to ie-~
sne $700,000.00 face value of ite fouwr-year 6% colla.tora.l tmt
notes mnder gaid trust sgreement vetweer Oaklamd, antiock and Bast-
oTn Rellway snd Un:f.p:i Trast Company of San Francisco, dated ée’b-
rusry 1, 1914. |

Said eutnority horein given to pledge ssid bomds and to

issue said motes 18 given upon the Lollowing conditlions and not
othorwige: - |

(1) I said $500,000.00 of bordse herein authorized 4o
bo issuwed a:r:e"sold the procesds to be dexrived thereZron shell do
wsed for additions and 'bo’ctements and .equipment Lfor appllcazrt s
line of rallwsy, as specixs.od in the Opinion herein, m.,'tho. amount
of $431,000.00. ' | | | -

(2) Said $500,000.00 of doznds shall not be sold watil
this Commission shall have fseued a Supplemental .‘O‘rdor approving
the detailed engineering deta and specificatfons Zor the additions
and betterments and equipmext herein referred to.
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( 3«} If spplicant skall goell its honle, such bonds shail
ve 3018 at & price walcn shall zet applicant not less than 80‘" oF
e pax value 'thoroo....

(4} ‘-‘a.id potes iz the suxm of $700,000.00, herein su-
thorized to be ime& skali be 201 20 as to net a.pplicant not
less than 96%% of the face value thereof, less cormigsion. Sald
commission shell mot be grester than & sum which womld Bot appli-
csnt 80% of the face value of its dbonds IT sald bonds were issued
2or notes at the ratfo specified inm applicart's trust agresment,
heretofore referred to, between Oaklend, Amtioch ané ‘Bastern 2841~
way axd TUnion Trust Company of San Francisco, da.todvze'ﬁm 1; “
1914. - |

(5) Applicenmt shall spply the proceeds to be derived
from tke sale of 1ts notes Ix the smm of $700,000.00 toward the
Mq'aidaﬁon of its Lloating indedtedness as £4%0d With ‘.:h:!.ai Con-
missfon 1n cormection with the epplication herein and maxlked Zx-
nivit B . | |
| (6) oOukamt, imtioch 528 Zestern 2ailvey shall keep
separate, true a.nd accureteo accmts showing the receipt and ap-~
Plication in detsil of the proceeds of the sale of tnp borde and
notes horeby suthorized to be Lsemod: anf om o before the 25%h
dgy of esch month the company sh.é.l.l nake verified reports to the
Commission stating the sale or 3ales 02 gaid bdonds and nmotes dur-
ing the preceding moxmtk, the terss and conditione of the sale,
the moneys realizeld tnerelrom, and the uwse and application of
such momeys, all in sccordance witn tpis Commission's Gemeral

\ Oz'dor Yo. 24, which Order, £n 30 far as aprliceble, is nede e
pexrt of this Order. |

(7) In addition to its report. as spocified in -
section no. (6} above, applicant sasll, on the 25tk day of each
wonth, Lor the monfh precoling, Zile with tno Commission a state—
ment of tho mumbers of tke bonds pleiged as co:.htoral gecurity
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or 8old wader this Qrder.

(8) The spproval serein giver the trust agreement be-

tween Oskland, Awtioch ard Zastern Railwsy and Union Trust Com—

paxy of Sem Prancisco, wader waich said $700,000.00 oZ ‘_nlotoa are
£o be 1seued, is given ixn 3o far ss sa.:.*i.d trust sgreement is not
in con..."lic‘t.wi‘ch ‘the income Tax Taw of the United States of imer-.
Ica, and or the comditiorn that neither this Commission znor any
other public 'bédy skall be dorad therety to récognize. as & fixed.
charge sgeinst applicant’s earmings, any tax that it may elect
to pay om sall issue of $700,000.00 0f motes wnder the Income ez
Taw of the United States of Americs. |

(9) The smthority herein given sghall apply to suck
bonds and such notes a2 may be 1c370d on or before Jexuwery 1,
1915. .

(10} The suthority heredy ziven to issume bond.s skall
not become elffective wutil applicext has pald the Lee pres&ribed
by Section 57 of the Public Utilities ict ss smended.

The Zoregoing Opﬁ.nioﬁ axd Qrder are herq'by apprqved‘ a.nd
ordered Liled as the Opirion and Oriler ol tre _33.11:'03.6. Conn:iilssion
oZ the State 02 Cslifornpia. |

_ Dated gt San Francisco, Califorris, tiis 3/1,4(’
dsy of Februzry, 1014. i




