BEFORE TEE RAIIROAD COMISSION OF THE STATE OF CALIFORNIA;

y L
In the Matter of the Application \3\ &\XA‘I\&L

02 United Railroads of San Fran-

ciseo for an order authorizing

the issue by United Reilroads of Application Yo. 2033.
San Francisco of coupons on the.

f£irst morteage 6% bonds of Perries

and Cliff Zouse Rallwey Conpany,

due March 1, 1914.

Willism Abbott for United Reilroads of Sen Francisco..

TEELEN, Commissioner.

0P INION.

The potition herein &118869. in effect, that on March 1,
1889, Poerries and Cliff House Rallwey COmpany executed 8 deed of
trust or mortgege to secure the payment of $650,000.00, face value. 
02 its first mortpage donds maturing March 1, 1914, and bearing
interest at the rate of 6 per cent ver annum; that 8 CcopPy of said
deed 0f trust or mortgage is attached to the petition and markedﬂ
"Exhibit A": that o October 18, 1893, Ferries and Clif2 House
Rallway Company consolideted and amaigamated into. Markét'street
Railway Company and thet on March 18, 1902, Market Street Railway
Comreny assigned all its nroperties 0 United Railroads of San

Francisco, which compeny is mow the ownmer and in POssesSion thoreof;

thet on January 21, 1914, United Railroads of Sen Frencisco arranged -

for the postponement of the presentation of the vonde of Ferries
and Cliff House Reilwey Company for payment'and'for thevwaiver‘bf )
the right of the bondholders, until December 31, 1914, to forecloae |
the mortgege securing said bonds; thet as part of this arrangemant
Tnited Reilrosds of Sam Francisco peid and retired 50 of said bondse,
leaving 600 bonds remeining unpaid; that on or befora December 31
1914, United Reilrosds of San Franeisco paid and cancelled 200
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ceaddivionel of szid bonds, thus leeving 400 bonds outstanding}
thet on December 13, 1914, United Reilrosds of San Francisco
entered into an errangement with Z. E. Rollins & Sons Tor the further
postponement and mresentatlion of seid 400 bonds for rayment and for
welver untll Decomber 21, 1916, of the right of the bondholders
to forecloce the mortgage socuring seid bonds; that o copy of the
egreement with 2. Z. Rollins & Sons iz attached to the retition |
end moried "Exhivit C"; that &5 o wart of the consideration of sami
agreement, United Redlroads of San Francisco agreed to supply &,~.'
Rollins & Sons on or before Docember 31, 1914, with 4 couppnsifor"
interest mwpon cack of said 400 bonds of Férries end ClLifs Eoﬁéé.
Rallwey Company remeining unpeid, promising in ept words’td pay‘
interest ou each of e2id 400 bonde et the rate of 6 per qent per
annnm, payable geri-snnuclly on Jgne SOth and Decemﬁer.3lst of 1915
and 1916; that in pursuwance of said agreemenf,‘United Railroads 3
of San Frencisco sunplicd said interest coupons and otteched the

eme to easch of said 400 boads of Ferries and Cli“" House Rallway

Compeny: end thet ot the time of cxtering into the errangement with
R

-

©. . Rolling & Soud, United Railrosds of San Francisco ﬁas advised
and believod that the consent of the Reilroed Commission to;the:'
issuwe ol the coupons herein referred to for interest was not neces-
tret i rdance with seid advice ond belief, this Com=-

izeid < J G | Ltionc o ox oxéer
ratlifying and coafirming the lssue by United aﬂil“ouds ol 3¢ Fr~ Q
ciszco of‘said interest couwpons.

L public hoaring on this anplication was held in

San.Franciséo or Jonuery 7, 1916. A% the heering, petitioner

for and war gronted leave o amond the preyer of its wetition

85 to =gk thet en order be iscued suthorizing it to iscue new

interost couponz, payable Junme 0, 1916, and Doeoembor 21, 15185, in
lisu of tre coupons heretolore lsswed purporting to be payadle

on s0ld datose.




mhe cvidence shows trat in Doecember, 1914, or January,

1915, United Reilrosds of Son Fromeisco issued the interest cou-

pors which aere reforred to in the potition, psyable regrectively

on Jupe 30, 1913, Decembor 31, 1915, June 30, 1916, and December

1915, neve Been peid out of carnings amconcelled; and that the
coupons duc June 50; 1916, ond December 31, 1916, ere stili out=- -
standing. |

.Thc evidence further sLov ‘that these interest coupons
were icsued by United Reilrosds of Sen Francisce without having
sceured the conszent of the Rellroad Commission, on the advice of
cownzel for Z. H. Rollins & Sons o the effect that thls Come
mission's concent was not necozgery.

Section 52 of the Public Utilities Act provides ir part
that Mo public utility mey issue stocks oxmd stock certificetes,
and donds, notos and other evidences of indebtedness payabie ot
periods of more than twelve monihs after the aate‘thereof"‘for
the ourvoses snecificd im the soction, dut only efter such public
stility "in sddition %o the other requircmonts of lew, shell First
have socured from the commiscion an order suthorizing such issue
ané stating the omount thoroof and the PUrposc or PUXPOSOS to
walch the 1gssue or the nroceeds thoreof are to be zpplied, ond
thet, irn the opizion of tho commission, the money, proverty or
labor to be proéureipor naid for by such lesswe is res&sonably
roquired for the pUrposc or purposes specifiod in the order, and
that, excent &3 otherwise pormitted im the order in the caSé

vonde, notes or other evidonées of indodvtedness, sucn pPurpose:
purposes are not, in wkole or in paft, recsonably chargeablé
opereting evpences or 1o 1ncome.*

A6 tho interest coupons which United Reilrosds of
Sgn Francisco attachcafothe bonds ol Forriés and Cliff Eouse

T




Railwey Company are clearly nromises to pay Iinterest, they
constitute "zotes" and. also "evidences of ﬁndebtedness," es

those words are used in Section 52‘of the Zublic Utilities‘Act.\ 
Zence, in so far ss such intorest coupons‘wéxe payable_at peripds
of moro then twelve months sfter the dafé.ofﬁtﬁei;figgé Commis-
sion's autkority for the iscue thereof should have bceﬁ secured.

I am setisfiod from the evidence thet United Reilrosds
0% San Francisco actod in good Lfoith snd with no intention of |
violeting the Public Utilities Act, and recommend thet this
Comzicsion autaoxrize the issue by United Rullroads of San;?rancisco,-'
of new interest coﬁpons to.be izsuwed in liem Qf-those-which are
row outstanding end vold. |

A suggestion was mede at the Lhearing that United
Railroeds of San Francisco could accomplish its prrpose by
adopting & resolution ratifying snd confirming the issue of
these couponc.

I an of tke opinioﬁ that an cet whieh is cbsoluvtely
orohibited by statute and walch affects the public policy of the
Stote, con mot be ratified. Suckh ect is sbsolutely void end
not merely voidable. V¥While 1t willknot be necessary for Unlted
2milroads of Sen Franmeisco to call in the owtstonding bonds,

I em of the opinion thet it will be necessary to suostitute new
coupons for those which are now outstanding. Thore must be én
execution and delivery of the neﬁ courons.. In view of fhe'
possibility thet it may be difficult to find some of the"oﬁtstand- '

ing bomds, I suggest thet United Railrosds of San Prancisco be

given until July 51, 1916, within wrich to call in the existing

coupons snd issue tkhe coupons herein suthorized.

I cudbmit tae following form of order:




UNITED RAILROADS OF SAN FRANCISCO having filed a
petition asking for an order of the RailroadVCOmmission suthorizing
the 1ssue of Interest coupons, as hercinafter svecifled, and a
rublic hearing hkaving beon held wpon seid applicetion snd it
appearing that seid Interest coupons will be peid ot maturity from
the eernings of Unilted Rallroads of San Francisco, and that this
anplication should be granted,

I7 IS EERESY ORDSRED that United Redlroads of Sm Fren-
¢isco be and the same iz hereby authorized to issue its interest
- eoupons bearing interest at the rate of 6 perx cenf yer annun,
and veysble respectively on June 20, 1916, and Docomber 51, 1916,
to be ettached to the 400 bords of Perries and Cliff‘Eouse Reilway
Company now outstanding, one interest coupon payablé June 30,1916,

end one irterest coupon'payable Decenmber 3L, 1916, to be attached

to oach bond, on the following conditions and not otherwise,to-wit:

1. TUrited Reilrosds of S Francicco shall call in
tee interest coupons paya%le June 30, 1916, and Deceﬁmer 31, 1916,
now attached to saild bonds of Ferrles and‘dliff Fouse Reilwey
Compony end shell substitute for the same the interest cowpons:
nerein authorized to be Lssued. | |

2. TUnited Reilroaeds of Sam Francisco, on or before
the 25tk day of each montk, shell meke & verified report to
the R@ilroad Commission, in accordeance with Gener#l Order No.24,
in so far as apﬁlicable, statirg the issue of‘interesticoupdne
during the preceding month end the numbers of the vonds to
waich said coupoﬁs heve been attached.

e Tne euthority hereby granted shall not become
effective until United Railroads of Sax PFrancisco has peaid fhe
fee specified ir Secfion 57 of the Fublic Utilities Act.
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4. The suthority herein given shall apply omly to
such interest couwpons as shall heve been 1ssued on or before

July 31, 19lé.

The foregoirg opinion and orxder are hereby saprroved
end ordered £iled as the opinion and order of the Rallroad
Comnission of the Stete of Californis.

Dated at Sann Franeisco, California, this 1lth day

of Jonuvery, 1916.

COmmissioners.‘




