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Decision No~OS28 

BEFORE THE POELIC iJTILITIES CO~1MISSION OF THE STAXE OF CALIFOf-u'.JIA 

In the Matter of the Application of the 

LOS ANGELES T~~SIT LINES, 
a corporation, 

) 
· · ) 
· · ) 

for an order or orders authorizing a : 
Credit Agreement for the acquisition ) 
of new equipment and tor refinancing : 
existing conditional sale contracts; ) 
authoriZing a RefL~~cing Agreement : 
pursuant thereto; authorizing the ) 
acceptance of certain w&ivers and : 
consents by various bond~olaers and ) 
security holders; and authorizing the : 
issuance of certain conditional sale, ) 
contracts. : 
---------------------) 

Application 
No. 28760 

" 

Gibson, ~ ~ Crutcher, by, Max Eddy Ott, 
for Applicant. 

Theocore ~ Resrney, in propria persona, and for, 
Ca11for~1a Progressives and Citizens Trans1t Committee. 

k Charles Bean, Chief Engineer and. General, Manager 
of Bo~rd of Public Utilities and Tr~~sportat10n of Los 
Angeles, for City of Los Angeles. ' 

In this app11c~tion, Los Angeles Transit Lines aSKS the 

Commission to enter its order authorizing applicant (a) to execute 

and deliver a credit agree:lent substa.~tiD.lly in the same form ns 

that attached to applicant's petition as Ex.~bi·t "B", (b) to ' 

execute a.."ld deliver <l refinancingagreecent covering its condi­

tional sale contracts <lS provided. for in said credit agreement, 

(c) to 'accept, receive a."'ld deliver to Bank' of Ameri.ca National 

Trust and Savings Association,Agent, the various consents and 
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waivers of bondholders and secilrityholders provided for in said 

credit agreement, (d) to execute and issue conditional sale con­

tracts in the sum of $1,554,808.50 covering the purchase of 90 

motor coaches to which refe'Z'~nce will be mCl.de hereafter. 

Applicant is a corporation organized and existL~g under 

and by virtue of the laws of the State of California. It is now 

and for many years last past has been rendering a unified public 

utility street railway, motor coach, and trolley coach passenger 

transportation service in and about the City of Los Angeles and 

various incorporated and ~nincorporated nreas contiguous and 

adjacent thereto. 

Applicant as of August 311 1947,. reports assets and 

liabilities as follOws: 

Assets 
Road a~d equipment 
Non-Operative property 
Deposits in bond release 1 1nsura~ce accounts 

Cash and notes 
Deposit:; as collateral for inj-uries and 
damages and indemnity bond accounts 

Investment - marketable securities 
Investment - 0.5. bonds as collateral for 
franchise bond 

Current assets 
Cash and working funds 
o.S. Treasury notes and interest 
Accounts receivable 
Material znd supplies 
Interest receivable 

Sub-total 
Unadjusted debits 

Prepaid taxes, rents ~d insur~~ce 
Other unadjusted debits 

Sub-total 

Total Assets 

-2 

$47,873,830.16 
59,087.53, 

563,086.30 .. 

200,000.00 
246,OOO~OO" 

418,455.40 

954,85.3.71 
284~256.00 ' 
421~771:..45 

l,039,917.02 
32,530.40, 

~, 733,328.58: ' 

115,533.08 
g8" 9 74'.23'" 

2Q4.5Q7~:U' 

$52,228,295~2§ 

" 
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k1a~1~1~i~s and CorpOf2te SutPlus 
Capital stock 

Comcon - $10 par value 
Funded debt 
Current liabilities 

Auditing acco~ts and wages payable 
Tax: liabilities 

Onadjusted credits 
Accrued depreciation 
Premium on funded debt 

Sub-total 

Reserve ror injuries and damabes 
Onr'edeec.eO. fare tokens 

Sub-total 
Corporate surplus 

Ealance as of January 1, 1947 
Profit to August 31, 1947 

Corporate SUrplus 

Total Liabilities and Corporate 
Surplus 

$10,954,400.00 
9 i706, 518.10 

1,265,76).11 
1,246. 6~Q·. 33' 
2,512,3 .3.44 

23,980,305.83 
80,183.89 

128,220.56 
, 190,400.35 

24,.379,110.6.), 

4,394,044 .. 97 
351,S5?llt 

4.745,903%11 

%53,228.295.2§ 

Applica.'lt's funded debt 01' $9,706,518.10 conSists of 

the following: 

a. First mortgage 3-7/8% bonds, dated March . 
1, 1945, payable semi-~~'lual1y from 
Septecoer 1, 1950, to March 1,,' 1958 $5,350,000.00, 

b. Onsecured 3% L~sta1lment notes dated 
March 1, 1945, payable semi-annually 1,575,000.00 

c. Five y~ar 2.18% notes payable in 60 
monthly installm~~ts rro~ date of 
iss~e 2,781,518.10 

Total tt, 706, 51§.19 

All of th~ funded debt was issued and sold pursuant to 

decisions of the Commission. (1) 

Applicant> tl.~der authority gra.'lted by. Decision No. 

38045, dated Ju..~e 26, 1945, as aI:l.ended, entered into 0. financing 

agreement under the terms of which Bank of America National Trust 

and Sav1ngs Association and Security-First National Eank of Los 

tl) . 
DeciSion No. 377947 dated April 177 1945; Decision No. 38045, 

dated June 26> 1945; DeciSion No. 3905$, dated June 5, 1946; 
DeCision No • .39961, dated February 11, 1947; Decision No. 40213, 
dated April 29, 1947. 
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. . 
Angeles provided applicant with a credit of not exceeding 

$5,000,000 to pay not exceeding 80% of the cost of transporta­

t10c equipment. Onder such agreement, applicant has borrowed 

$3,648,56;.32, leaving an unused credit of $1,351,4)6.68. The 

agreement under which the x:oney''IIas or can be borrowed provides 

that the loans must be paid in 60 'equal monthly installments, 
. 

with interest at the rate of 2.1$%per annum, p~yabl~ monthly. 

The testimony shows that ~pp1icant is currently re­

ceiving delivery on an order for 90 Model TDS 4507 General Motors 

forty-five passenger, Zransit TYP~, Diesel hydraulic motor 

coaches from C.M.C.' Truck and Coach Division of General Motors 

Corporation. The cost of the 90 motor coaches including freight 

and taxes is reported at $1, 554~S08. 50'; The 90 motor coaches 

will be used to replace 36-passe..~er coaches presently being used 

as a supplement to trolley coaches 1r~ use on applicant's West 

6th Street anc. Central Avenue line No. 3 and to replace older 

coaches of applica.."lt now in use, which older coaches will be re­

tired from use except as they 'O.ay be necessary on· tripper sch€:d-. 

ules and as spar~s and ~xtras. 

The testimony shows that within a few weeks applicant 

eA~ects delivery on an order covering 50 additional motor 

coaches costing abOut $750,,000. Applicant has on order for 

delivery in 1948, 40 PCC strdE!t cars, 80 trolley coaches and l;O'~' 

motor coaches.(Z) It is obvious that the present credit agreement 

docs not provide applica.'lt with suffic1e:ct fl.lllds to f1nance ·.the 

, (2) 
In regard to this additior.al equipment, Cone X. Bass~ Vice 

President and General Manager of Los Angeles Transit Lines" tes­
tified as follows: 
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purchase of said equip~ent. Moreover, such credit agreement 

expir~s Dec~mber 31, 1947. 

The new credit agreement (Exhibit "B") provides 

applicant 1~th a maximum bmU< credit of $9,500,000 to be used in 

two ways. First, presently outstanding conditional sale con­

tracts on wr.ich there Vias d:.le on October 1" 1947, $2,720,708.70 

are to be refunded and the monthly payments on the principal re­

duced from about $60,809 to $33,446. This results in extending 

the final ps.y:nent three years. The balance of the $9,.500,000 

will be a stdr..o.by credit to finance not to exceed 85% ot'the 

delivered price of new equipment durL~g the ,two-year,per1od next 

succeeding the signing of the credit agreemer.t. The following 

banks are parties to the credit agreement: 

Amount of Commitment Percent, 

Bank or America ~X & SA 
Sccu:r1. ty-F1r 5 t Na t1onc.J. Ba.¥J.K 

Anglo Califo::,nia National Bank 
American Xrust CO~P&n7 

Total 

tz) continlled. 

$5 .. ~:25 .. 000 
~,J75,.OOO 

1,000,000 
l.~QQ,QQQ . 

lQO.CO~ 

"There are on ord~r rorty pee street cars and eighty trolley 
coaches ruld one hll."ldred .f1.fty motor coaches. These orders are not 
final,. in that it has not as yet been determined 'in'what exact 10-
cat10ns they w1ll be used or wh1c~ or a numbero~ plans for their 
use the Company will follow. Their use 1s, of course, subject to 
RpproV'al of these plans by the City of Los Angeles 'and' bY this 
COmmiSSion" a..""l.d until that a.pproval has 'been .finally obta1ned, 1:t 
wOllld be improper to make any stutement as to 'the1!." expected use. 
The eqUipment on order, delivery of-which is expected next year, 
will, 1£ received, cost approximately $5,000,000. When the Com­
pany has def1."li te plar..s for the IlS~ of all or portions of this 
equipment in connection ~ith extensions, reroutingsor substitu­
tions, those plans will be pro~ptly presented to the CommiSSion 
for its action. Lik~wise, when the Company has def1nite'knowledge 
of delivery dates and the amount of the invoices on deliveries" of 
equipment expected to be received, application will be 'made, to the­
CommiSSion on supplemental applications to the one now 'be1ng 
heard for authority to issue the necessary conditional sale con­
tract financing the deterred bala..~ce· on such purchase." 

'", . 
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A:"lY money corroi':ed unc.er the a&recment to pay in part· 

the cost of ootor coaches is payable in 96 oonthly inst&llments 

with L~terest ~t the rate of 2-3/8% per annum~ payable monthly. 

A:'lY money borrowed £0': the purpose of acquiring PCC trolley ,cars 

and trolley co~ches is payable at the option of uppli'cant,. either 

in 96 equal monthly installments or in 120 e~~~l monthly install­

ments. If the money so borrow&d is paid 1n 96 equal,monthly 1n­

stall:nents, the: i!'l.tcrest on t~e defe:rred'balmlces is2-3/8%~ 

whereas if paid in 120 mont~~y L~sta11me~ts, the interest on the 

deferred balances is 2-3/4% :)er annum. The agreement provides 

that there sh~ll at no ti~e b~ outst~~ding more ~hrin $8~600,OOO 

aggregate princips.: ru:lount cf indebtedness unc.er the agreement 

and r'tlrthcr:,. that after Dec~~mber .31, 1951, t~e aggregate 

principal amount of inde~ted...~ess oLltst~~ci1ng shall not exceed." 

$4, 000,000 pllOS an e~O'.l..'lt to o?c:ual the principal amou.."lt of appli:-' 

cant's bonds m~turi:.g after s~ch date which Shall, have thereto­

fore been retired 'Jy pll:'chase or redemption. 

Onder the crGdit ~g~eeQent, ap?11cant must pay a 

comcitme~t fee at the rate of i of 1% per a~um on the difference 

between the amounts actua.lly borrowed a..'"ld the $9,500,000. 

Applicant ~ay, however, at any time on thirty days' notice to 

Agent, reduce the ~count of the credit without pen~lty. There­

after, the reduced ~mo~t of the c~edit sr~ll be used to'determine 

the amo~t of the co:mitmcnt :ee. Ap?licant ~~y at a~y time 

prepay the lo&ns. Only ic the event funds·are obtained from 

borrow1ngs,w1tr.out the consent of the Agent must ar;,plicant p~y a 
I 

premium. L"l thct event, durine the first year applicant must pay 

a premiUtl of 2% of the princ1p~! ;;u:J.ount paid. l'here~fter~ the . 

prem1um decreases at the rate of 1/8 of 1% per anll1.lQ. orport1on 

thereof. 
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App:icant ~o~s not at this tiee ask perc1ssion to 

borrow $9,500,000. It does request per~ssion to execute an 

agreement (Ex:"J.b1t Tlln) cha..'"lgir.g the teI'I:S of outstanding condi­

tion::tl sale contra.cts in the all:.ount of $2,. 720, 708.70, and to ' 

borrow ~'"leer toe c~0dit ~ereement $1,321,587.22 to pay 85% of .the 

cost of the 90 ~otor coaches to which reference is made herein. 

It is a;lplicant' s intention to file with the COmmiSSion" from 

time to time o.s it r~ceives delivery on additional cqllipmen't, . 

sl.l:9plementa1 ~pplications for permission to oorrowadditional 

~oneys under the cr~dit ~gree~ent. 

AppliC~'"lt has obtained the necessary consents and 

waivers from the holders of bonds, notes and conditional sale 

contracts to e:xeclltc: the credoi t agree:n€!" .. t. Copies of sJ.lch con-

sents ane ~aivers r~ve been ~i1ed in this app~icat1on as 

Ap,l~C~'"lt r~~llests the Commission to exempt the exe­

c~tion of the credit agreement and condit1on~1 sale contr~cts 

purSU~'"lt thereto f~o~ the provisions of Decision No. 38614, 

'. 

dated January 15, 1946. The testimony shows that no fee or­

remuneration is beine paid to Ag~~t for r.egoti~tL~g the credit 

agreement or to the. p~rticipating b~~{s except their interest in 

the cOmJ:li t:n~!lt fec, ur..d that difficulties ~""ere C(J.coOll'tercd in 

getting banks to partici~ate ~'"l the credit agr~ec~nt. AS stated, 

part of the bc..'!'J.k crec.i t vli:!.l be .used to refinance outstanding 

conditional sale co~tracts. The order hereL~ vdll exempt- the 
. .. 

execution of the c~edit agreeoent and tae conditional s~le con­

tracts from the provisions of said decision. 
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• 
No one protested the granting of this application. It 

was suggcs:ed that the applic~tior. be considered in connection 

with the pe!'lciing rate applicat10n and that applicant, before 

order1ng equipment of any kind, have such order approved by the 

City of Los J~geles and by the Co~iss1cn. The granti!'lg of this 

applici:4tion does not d1spose of any issues raised in the rate 

application. If app11c:;i.;.'1t orders equ.ipcent which the Commission 

finds not suitable for use in its transportation service, it will 

not authorize applicar .. t to issue stock or evidences of indebted­

ness to finance its purccase. 

The Cocm1ssion hav1ng considered the evidence SUbmitted 

at the hearing had on this application before Examiner Fankhauser 

and it being of the opinion that the .coney, property or labor to 

be ?rocured or paid for by Los Angeles Transit Lines through the 

exercise of the authority hcrei!'l granted is reasonably required 

by applicant for the purposes herein stated, which purposes are 

not, in whole or in part, reasonc.bly chargeable to operating ex­

penses or to income,. that th~ execution of said credit agreement 

and conditional sale contracts purs,uant t..'lercto should be exempt 

from the provisions of Decision ~o. 38614, dated January 15, 

1946~ and that this ~pp11cation should be gr~tcd1 subject to 

the provisions of this order~ therefore, 

IT IS HEREBY ORDERED as follows: 

1. Los Angeles Transit Lines may, after the effective 

date hereof and on or before December 31, 1947, execute 2nd 
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deliver a credit agreet!'lcnt in fore substantially the same as the 

credit agreement on file in.this appl~cat1on as Exh1bit nB~) pro­

vided that applicant may not borrow ~~y money under s~1d credit 

agreemen~" exce;>t as authorized by paragraphs" 2" and "4" of this 

oreer and by supplemental orders. 

2. Los A.~gcles Transit Lines may, after the effective 

date hereof and on or before December 31, 1947) execute and·deli­

ver a refinancing agreecent covering its existing conditional. 

sale contracts as provided for in said credit agreement, said 

refinancing agreecent to be in for=: substantially the same as 

the agreement on file in this application a.s Exi'...1bi t TIl n·. 

:3. Los A.~geles Transit Lines may, after the effective .;; 

date hereof and on or before December 31, 1947, execute a."ld deli­

ver various consents and 'Nu1vers of bondholders and security­

holders provided for in s..,id c=edi t :lgreement,.""s'a1C1 consents and 

waivers to be substantially in the same form as the consents and ~ 

waivers on file in. this &~plicat1on as Exhibits "3", "4" ~d TIS". 

4. Los Angeles Xr~~s1t Li~es may, after the effect1ve 

dD.te hereof and on or before December 31" 1947, execute and deli­

ver a conditional sale contract" or contr~cts" ·in form substan­

tially the same as that attached, to said credit. agreement, such·· 

contract to be for t!'lC SUIt of $1,554,,808.50 of wh~ch will remain . 

unpaid as of the date of thE: ex€:c1,;tioll of said· contract a de­

ferred balance of $1,321,5$7.22. 

5. The authori~y herein granted will become effective 

when applicru1t has pc1d the fee prescribed bySect10n 57 of the 

Public Utilities Act, which fee is one thousand one hundred s1xty-
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one ($1,161.00) dollars. 

6.. V:ithin thi:ty (:30) days after the execution and 

delivery of said credit agreement, applicant shall file with the 

Commission two (2) certified copies of said agreement •.. 

7. Within thirty (30) days after the execution of ·the 

refinancing agreement and th~ conditional sale contracts herein 

authorized, applicant sholll file with the Commission two (2) 

certified copies of said refinancing agreement, two (2) certified 

copies of said conditional sale contract together with a state­

ment showing the type of equipment acquired~ a general descrip­

tion of the e~uipment and the cost of the same. 

D~ted at San Frz:ncisco, California, this at! it day 

of October, 1947. 
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