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Declizsion No. 20 5(;

BEFORE THE RATIROAD COMMISSION OF THEE STATE OF CALIFORNIA

In the Matter of the Application of
I0S ANGELES RAIIVAY CORPORATION
Tor ax order pursuant to Section 52
of the Public Utillities Act author-
izing the issuence (if the same bYe
ceemed a&n issuance) and/or the guere
anteeing of $750,000.00 primcipal
amount S-year serial 55 Series A
los Angeles Reilway Equipment Trust
Certifticates.

GIMAL

Application No. 2X0%
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Gibsom, Dumn & Crutcher, by J.C.McFarlend
znd Woodward M.Taylor, foxr applicant.

BY TEE COMMISSION:

O PINTICN

Los ingeles Railway Corporation asks the Commission to enter
ivs order authorizing it %o isSue, if the same De doemed am issuance,
oz o guarantee the payzeat of $750,000.00 of 5% serial equipment Trust
certiticates. The proceeds reallzed fron uhe ,ale of the cortifi-
cates will Dde &sed to pay in part the cost of gixty now modern strect-
cers oX the type common;y referred to in the indu try.as;Presidentfs
vonfex ence Lommlttee cars.
| Los Angeles Rellway Coxporatlion had outstanding on Deccmber 31,
1936 stocks and bdnds as follows:=

Common SEOCK « - - - . s e e e . .520,000,000.

Dreferred stock, non-cumulative 56 . .  9,000,000..

uondo Gt 4 e e s s s s s s s e e s e . 15 860 OOO.

The ouzstanding bonds consisted or %250, 000. of Ieos Angeles
Trection Company first comsolidated mortgage 5% bonds due Depembqr l;:'
1938; $3,867,000. of los Angeles Reilwey Compeny Tirst mbfzgsge s -
bénds due October 1, 1938; 2,743,000 of 1os Angelee Raiiway.éo:poraa"
tion £irst end Tefunding mortgage 5% bonds due Decomber 1,'1940,'ana

19,000,000. of Los Angeles Railway Corporat;on general mortgagers%
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bonds due December 1, 1971. 4s of December 3L, 1936 tho company
reports no notes payable. Its curreﬁm liabilities are raeported at
9809 745.67 and its current assets at §1,585,035.86.

v is of record that on Anguut 14, 1936 applicont placed an
oxder with the S*%. uou;, Car Company of St. Louis, Missouri, for the
purchasze of sixty President's Conference type streectcars. | Thet ap~-
»licant has need for vhe new streetcars has been detlnitely established
in other proceed;ngs vefore the Commission. The testimony shows that at
the time applicant placed its order for the new cars it reserved the\f
right to pay cash for such cars or to pay the duilder 13% of the con-
tract price in cash and the balance in three years with interest at

the rate of 5% per anmum on the balance due om thoe conmract‘price.

Applicant has since concluded +0 pey the builder in cash. About 25% of T

¢ required cash will be taken from the compeny's trsasury end 75%
obtained tarough tre sale of 5% equipment trust certificates.
Applicent's program calls for the transfer of the title to the
said sixty cars to tne California Trust Company as trustee and the
lease of the cars by the trustee to theo Los Angeles Rallway Corporation.
The trustee will Lssue $750,000,00 face value of Los Angeles Rellway
Equipmert Trust Series A certificates, maturing serially over a period -
of olght years deering dividemds at the rate of 5% per annum. The
certificates will be issued under an agrooment, a copy of which i3
filed in this procceding as Zxhloit No. 3. Toe payment of the certi-
ficates, a3 well as the paynent of the semi-annual dividend, will be
guarenteed by the Lot Angeles Rallway Corporetion. The form of the
guarantee reads as follows:-
"Los Lngeles Rallway Corporation, for a wvaluabdle conoideration,

rereby wurnconditionally guarantees o the bearer or registered

owper of the within certificate the prompt payment of One Thousand

Dollars ($X,000.00), being the principal of saléd certificate, vwhen

the cume oh&ll becone due and payabdble, whether at the maturity

thereof or by decleration or otaerwise, and of dividends thereon

et the rate of five per cent.(5%) per ennmum on the semi-anmuel

ates mentioned Iin said certificate and in the dividend warrants
thereunto attached, all in such coir or currency of the United

States of fmerica as at the timo of payment 1is legal tender for
public ard private dedbts."
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As stated, the sixty cars will bo leased to the los Angeles
Reilwey Corporation. A copy of the proposed lease has been Tiled in
this proceeding as Zxhidbit No. 4. Under the torms of the lecase the
Zos Angeles Railway Corporation agrees to keep the equipment insured
adequately against loss or damege by fire amd to maintein the equipment
in good operating comditiom. It agrees to pay as rent for the equip-
ment an amount sufficient to pay the rollowing items as they become
¢ue and payablei~ |

" (&) From time to time, a5 and when any of the trust equip-
zent shall be delivered to the Company, amounts in ¢ash equal o the
difference in the cost of the trust equipment so delivered as corti-
Tied to the Trustee by the Fresident, or a Vice~President, and the
Treasurer, or e&n Assistant Treasurer, of the Company, and the princi-
pel smount of trust cexrtiflicates issuadle in respect thereof as pro-
vided iz Section 2 of Article First of sald agreenment, provided that
the aggregete of all amounts so pald to the Trustee shall never bYe
less than Twenty~five Per Cent(25%) of the cost of all the trust
oquipment which shall then be and theretofore have been delivered
hereunder.

(b) I the aggregate cost of all the trust equipment which
shell then bPe and theretofore have been delivered hercunder should
oxceod One Million Dollars($1,000,000.), an smount which with all
other payments previously made under this clause(bd) shall equal such
excess. _

(¢) The necessary and roasonedle exponscs of the trust, in-
cluding all expenses connected with the trust equipment and this lease
thereoof, and with the preparation,issuance,and sale of {the trust
certificates. '

(4&) Any and all taxes, assessments and other governmental
cherges upon the income or property of +the trust or sald agreement
evidencing the same whick the Trustee under said agreement nay bde
required to pay, and any and all texes, assessments and othoer
governmental charges(other than Federal and State of California
income texes), which the Compeny or the Trustee mey be required to
pey or to retaln -from the principal of the trust certificates
issued as provided in said agreoment(herein called the trust certi-
ficates),or from the dividends thereon under any present or future
law of the United States of lmerica or of the Stave of California.

(e} On the 15th day of July,l937, and on the 15th day of
each Januery and July taecreafter until the principal of the trust
certificates ané the &ividend warrants attached thereto have been
finelly pald, the dividend warrants attached to the trust certifi-

ates becoming due on the next Lirst day of August and the Lirst.
day of Fedbruary, as the case may de, and in the case of the issue
of temporary trust certificatves, on the 1S5th day of July, 1937, and
on the 15%th day of each January and July thereafter, the dividends
payable thereon on the next first day of August and the first day
of Fedbruary, &s the case may be; also a sum equal To aceruod divi-
dends at +the warrent rate, from <the due date, upon the amount of
any installments of ront payable under this paragraph(e) and the
following peragraph(f) which shell not be paild when due.
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(£) Tho principal of tihe trust certificates when and as the
same shall bBecome payadle, whether by declaration or upon the
Tespective dates of maturity thoreol, To-wit:

PAR VALUE MATORITY PAR VALUE MATORITY

% 60,000. Auge. 11,1937 % 49,000, Fob. 11,1942
60,000. Feb. 1,1938 40,000. Aug. 1,1942
860,000. Aug. 1,1938 40,000, Fed. 1,1943
60,000. Febe L1,1939 35,000, Aug. 1,1943
£5,000. Aug. 11,1939 335,000. Fedb. 11,1944
55,000 Feb. 1,1940 $0,000. Luge. L,1944
50,000. Augc l,l940 30,000. Feb. 1’1945
50,000, Fev. 1,194L . ‘

45,000. Aug. 11,1941 $750, 000

The Company skall not be required, however, to pay any tax,
esgessment or other governmental charge 50 long as the Company
shall in good fa2ith and by appropriate legal proceedings contest
thoe validity thereof, unless theredy, in the Jjudgment oL the
Trustee, ‘the rights or interests of the Trustee or of the trust
cortificate holéers may be materially endengered; provided that
notbing herein shall qualify or affect the right of tho trust
cervificate nolders to rcceive full and punctuvel payment of both
dividends and principal without deduction for such taxes, assessments ¢
or other govermmenbtal charges to the extent provided in subdivision
(d) o this Article First.

All rentals payable hereunder shall be payable at the prin-
cipal office of the Trustee in the City of Los Angeles, State of
Calizornia, in such coin or currency of the.United States of —
Aamorica as at the time of payment 1s legal tender for pudlic and
orivate debts. " : :

Upon the payment of all of the equipment trust cortiricates

the title to the eguipment will pass to the Los Angeles Railway Corpora-

tibn. |
| It 4is of Tecord thet the oquipmént trust cortificates will e
solé only to bone fide residents of Californie. If tais is dome, it is
not necessery to f£ile a registration stetement with the Securities and
Zzxchange Commission. While applicant through the £iling of & regis-.,
tration stetement could dispose of the certificetes in a widor‘markét"
and we believe at & lower interest rave, the cost of prepariﬁg and
riling a registration statément might orfsét eny saving 5o enmual in~
“erest charges. The testimony shows that applicsnt's repreééntaéives
nave to dete not been able to obtain cOmmitments'rordall of the cer-
vificates. It, however, has fundz on hand to acquire anmy certificates

by




not sold by its representatives.

In our opinioﬁAthe cquipment trust certificates do not constitute
an issue Of an evidence of indebtedness by tbe Los Angeles Rallway Core
zoration. However, under the terms of the agreements filed a8 Ixhie
vits 3 and 4, it bocomes liable for the payment of the seame a4s a
guerantor and as lessee. Ve therefore believe that in view of the
languege in Section 52-1/2 of the Public Utilities Aet, it should be

authorized to execute <he egreements Tiled 4in this proceeding a3 Ex-
hibitu Nbs. 3 and 4.

CRDER

The Commlission having been asked to enter its order as indicated
in the foregoing opinion, a publxc hearing having beem held berore
Zxaminer Fankhauser and the Commission heving considered the testlimony
subnitted and being of the opinion that thls epplicetion should be
grented as horein provided, therefore,

IT IS EERFBY ORDERED thet the Los Angeles Railway Coz-porauon ve,
end it is herevy, authorized to execute on oxr berore June L, 1937, an
agreement substentielly in tho same Torm as the agreement Liled 4in this
srocoeding as Exhidit No. 3, and en egreement substentielly in the
same form as the agreement filed in this procoeding as thibiﬁ'mb. e,
provided tiat the authority herein granted to exocute sald agrecments
is for the purpose of this procooding only and is granted only imsofar

¢ this Commission has Jurisdiction under the terms of the Public
Utilities Act exd is mot intended as an approval of seld agreements
as to such other leogel roguirements to which selid agreements may be
subject. . .
IT IS EEREBY FURTHEER ORDERED thet within thirty (30) days

after the'execution of sald agreements i0s Angeles Railway Corporation

soall file witk the Commission two cortified copies of each of the

agreerents as executod.




T7 IS HERERBY FURTEER ORDERED that within nivety(90) days
aftor the date Of this order, 1os Angeles Railway Corboration
shall file with the Commission & report showlng the face amount
of oquipment tTust cortificates, the payment of whickh 1t has_
actually guaranteed, and the cost of the oqulipment leased under

the terms of the agreement filed Iin this proceedlng 25 Exhidit
Noo 4o

—

DATED at Saxn Franciseo, Californie, this Say of
March, 1937. | '

COﬂmi sioners.
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