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Deotsion :No. J £"72 J - • 
i 

BEFORE T:ErE RAILROAD COIvmUSSION OF THE SUTE OF CALUORlVIA 

In the ~atter of the Applicat10n of ) 
PEERLESS STAGES, INCORPORA.~ED, ) 

a oorporation. to purohase the out- ) 
standing oap1 tal stook in Auto Trsn- ) 
8i t Compan,' owned by O.A. Moon, ) 
J. S. NIckols, C.~.S1monds and George ) 
H. B1ggins. > 

In the Matter of the A~plioat1on of ) 
PEEIU,ESS S~AG.~S. INCORPORATED, ) 

a corporation, for an order autlLor1z- ). 

Applioation No. 13808 

Ing the IsS\te and. sale of i t8 cap1 tal ) Applioat1on No. 1383'7 
stooke ) 

Harry A. Encel1~ for app11o~t. 

BY THE COMMISSION: 

OPINION 

/ 

In Application No. 13808, Peerless Stage8, Inoorporated, 

asks the Railroad CommiSSion to make its order approVing a certain 

agreement under the terms o'f which 1 t has agreed to P'll1'chaa. the 

outstanding stock of Auto h-ansi t CompaIlY. and authorIzIng the issue 

of notes as here1nafter set forth. 

In ,App11cat1on No. 13837~ Peerless Stages, Inoorporated, 

asks the COmmiSSion to authorize it to issue and sell, at 80~$ISO.OOO. 

of 1ts eight percent cumulative preferred stook and to use $75,000. 

o:f the proce.da to finanoe, in part~ the purohase of the at,ook of 

Auto Transit Company, and $45,000. to pay for additional equipment. 

Both Peerless Stages, Inoorporated~ and Auto Transit Com-
p~ are engaged in operating auto atag.s for the transportat1on 

of passengers, baggage and express. In Igeneral~ Peerle.8 Stag.8~ 

Incorporated. 18 operating betwean Oakland and San J08_. and inter-

mediate :points; Sunol and Newark; San Jose, Agnew and Alviso; San 
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Joe. and Santa Crus Tia Los Ga toe and Alma~ and via :Big Basin; and 

San .los. and Campbell and Loa Gatos. .iuto Trans 1 t OompaD.1' i8 oper-

at1ng b~tw~en. San Franoisoo and Santa Crla via Los Gato.: Santa Crus 

and Salinas and Watsonville; Castroville and Monter'l; and Watson-
villo and BOll~etor. 

Th~ reoord shows, that on May 3. 192~. Peerl ••• Stage.~ 

Incorporated, and O.A.Moon. J. S. NIckols, C. L. Simonds and Georg' 
H. H1gg1n8, the owners o'! all the outstanding stook. of Auto Tran81 t 

Co~P~. entered into an agreement whereb7 Peerless Stage., Inoor-

porated, agreed to puroha8e, for $150.000., the outstanding $41.3l0. 
of stock ot Auto Transit Comp8n7. Under the terms of the agree-

ment, pa~~.nt has been or will be made &8 tollows;-
Upon signing of the agreement ••••••••••••• $5,OOO.OO 
Within '!i~teen days aft~r signing of 

'the Commission's order ................ 36~ 913.60 

Balanoe 82 followa;-
To Geo. R. Riggins, in monthly in-

3tallmenta 0: $919.10 ••••••••••••• 
!O O.A.Moon. in monthly installments 

of $919.10 •••••••••••••••••••••• 
To O.L.S1mond8~ in montbl7 install-

ments of $919.10 ••••••••••••••••• 
Zo J.S.Nickols. in monthly install-

ments of $326.80 ••••••••••••••••• 

33,087.60 

33~087.60 

33,08'1.60 

8,823.60 

Total ••••••••••••••••••••••••••• 

$41.913.60 

108,086.40 ,160,goo.@ 

The payments to the t::or •• largest stookholders. George H. 

B1ggtD8, O.A.lIIoon and O.L.Simonds, are payable over a perio4of 
thirty-six month8~ and those to J.S.Niokols over a period of twenty-

four months, deferred payments in all oases bearing interest at the 

rate 'of seven peroent per ann~ Under the agreement, Pe.rl.s. 

Stages, Inoorporate4~ has the right at any time to pay the Whole 

e! the remainder o~ the principal 8'Dlll remaining Ul1paid~ or 8ny part 

thereot, in greater 1nstallments than those speoified in the agroement 

and indioated horein. 



Tbe agreement further providea that when the total payments 

made b~ Peerles8 Stages, Incorporated, aggregate the sum of $125.000 

or more, the stock o~ Auto Trans~t Company shall be de11vered to It 

upon the exeoution and issue of three prom1ssor7 notes, one payable 

to George R. Riggins, one to O.,A.Moon end one to C.L.S1mond8~ e aoh 

in an amount equal to one-third of tho then remain1ng unpa1d balance 
o! the prInoipal and each bearing interest at the rate of seven 

percent per a:onu. and payable in monthly 1nstallments of $919.10. 

Thea. notes Will be aoc~pted by the three Ind.1 viduala as full pq-

ment for all s~ rema1ning ~~e and unpa1d. 

In support of the request Joseph B. Reld~ president and 

general manager of Peerles8 stages, Inoorporated, testIfIed that it 

was proposed to manage tho Auto Transit Company line with the same 
set of exeout1Tea now in oontrol of the affa1:rIJ of PeerleSIl Stage8~ 

r.ncorpor&t.d~ and that In hie opin1on the ac~u1sItion of the stock. 

as outltned herein; and the oonsolidation of the two linea under 

one ~o1nt management would result 1n eoonomies In operation 1n ex-

·ceS8 of $14,000. a year. He test1fled further that in hi8 op1D1on 

the transaotlon would be in the publI0 interest In that on the por-

tion o~ the route. where duplioate servia. i8 now g1Te~ namely; 
betw.en Los Gatos and Sauta Cruz, schedules can be arranged so 88 to 

give more frequent serTice than at present. 

To finance in part the cost of aoquiring the stoCk of Auto 
Transit Oomp~, Peerless Stages, Inoorporated, asks permission to 

issue and sell preferred stooke It appears that reoently applioant 

has amended Its articles ot Inoorporation so as to provide for au 

authorized issue of $l.OOO~OOO. ot 8toCk~ consisting of 1,000,000 

shares of the par Talue of ~l.OO each, divided into 500,000 share. 

of common stock and 500,000 shares of eight peroent oumulat1'ft pre- , 
tarred stock rede8mable on 8n1 dividend payment date at 110 peroent 
of par vallie. It proposes a.t this time to issue $l50~OOO. ot the 

preferred 8toc~ to 8ell it at not les8 than SO peroent of the par 
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Talue thereo~ and to use $45,000. ot the prooeeds to par for ntY 
Iltqu1:pment and $75,000. to meet in part 1 ts ob11gat1oDa under 1 te 
agreement with the stockholders of Auto Transit Company .. 

Applioant reports that 1 t has made arrangements to purobaat, 

for $5.833.30 an lS-passenger Fageo1 safety ooao~ and, for $27~166.80 
three 29-passenger Fageo1 safety coaohes, a total oost of $33.000.10. 

. . 
In additio~ the testimony herein indicates that witb1n a fey monthe 

anoth~r unit of equipment should be aoquired for the PeerleBs Stages, 

Inoorporated. routes and also one for the Auto ~ans1t COmpany routes. 

The showing as to the expenditure. ot stockprooe&ds ~or new equip-

ment. in' .exoe88 of the $33,000.10 W88 not defin1 te~ however; and the 

order herein will provide that no prooeeds may be expended for this 
purpose, over and above the $33.000.10. until authorized in 8upple-

mental orders. 

In consIdering the request to use stook prooeeds to finanoe 

in part the cost of the Auto Transit Company stook, we believe that 

referenoe should be made to the assets and liabilities of that oompany. 

Its last annual report to the Commission shows the assete and lia-

b11ities as o~ Deoember 31, 1926, asfollows:-

ASSETS: 
Property and equipment ............ $88.757.16 
Cash. • • • • • .. • • .. .. .. .. .. .. ... . 7,180.23 
Acoounts reoeivable • .. .. .. • • • .. • 60~61 
Speoial deposit. .. .. .. .. • • .. • .. •• 2~ 400 .00 . 

Total................ a98,398.00 

LIA!ItITIES: . 
Note8p8~ab1e ........... . 
Aeeo'Q21ts payable • .. • • • • • .. .. 
Beservo for taxe8 • • • .. .. .. .. .. 
Reserve for aoorued depreciation • 

Sub-total ••••••••••• 
Net worth: 

Ca.pital. stock ......... '! ... 
Sl1.r:P 1 U8~. • • • • • • • • • • • 

Sub-total •••••••••• 

$ 3,500.00 
2,420~OO 
4,45'1'.60 

34,889:. '11 

41.310.00 
11,820.64: 

Total ••••••••• 

$45~261 .. 36 

53,130.64 
S98,398.00 



Zile COmmission does not loo!k with favor upon the isao.a 

of eight percent cunmlative- pre:ferre-d. stock at eighty pero:ent of" ita 

par value. The order herein will require: th.at such stock be aold 
for not leas than par. ];.e to the US& o£ the- proceeds we belie-v&' 

t-;S3.1.30 i.OO ion pG.7Jl),cnt ~or 'tho atock or Auto ~rans:t. C'om:panf. IJ:q 

payments made- in exceSs o'j! 'tMs o.mO'tZllt must be obts.1n&d :rrom: the-

cQmpanyta Sttrplus or stockholders ana charged to app11cant's 
~ 

corporate- sn.~lus account. 

~e order sought by ~ese consolidated applications 

represen ts steps preliminsr,. to' the ab sOr}ltion of' Au.to Tbnsi t 

Company by Peerless Stases~ Incorporated and their consideration 

eaxmot well be d1voreed. fro:n the next logical s.tep. which. will. be 

an app11eat10ll by Peerless Stages,. Incorporated to take over the 
property and rights o:r A't2t 0 T'rans1 t Coo.pany.. 

The most casual re!1ding of the opinions and orders of 
this Commission shows the. t there ha.s been going on o£ late- e. pro-

C&8S ~ consolidation o~ auto transportation companies. 

state' will be serv~d by a few of th&ae ms~or companies. 
Soon the 

Gradually. and. in th~ not far distant. ftlture,. they will take their 

plac:e as an ess.ential part of the transportation system of the state 

and there will come the usua.l reo te proceedings as w1 th the- larger 

and more matured. u.tilities. 

Rere ?cerlese S'tages,. Inoorporated.. through the acquisi-

tion of stock of Auto Transit CO:OPaDY. is pa;v1%l.g $150,.000.00' ':fo:e-

the stock ot a cOCPan7 whose balance sheet indicates a net worth o~ 

$53 .. 130.6~. It is perfeetly obvious that the difference between 

these- smns represents s. pa:7I:lent macle for the so-called operat1 ve. 

right or other 1nta:og1ble propert,. of the Auto ~s1t Compo..ny. 
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"Operati ve rights" d.o not co:c.st1 tutc :;J. olass of :property 

which should be oapitalized or used as an element of value 1n 

determining reasonaol~ rates. Aside from their purely permissive 

aspeot. they extend to the holder a fnll or partial monopoly ot a 

class of business over s particular route. This monopoly feature 

msy be ohar.ged or destro-yed at any time by the state which is not 

in any respeot limited to the number at rights which may be giv91. 

~he Co~iss1on at the early stages of t~e developmer.t of this kiDd 

of transportation. should be extremely careful not to lend enoourage-

ment to the idea that these rights possess a substantial element of 

value, either for rate fixicg or capitalization. 

If the Peerless Stages. I~oorpor.ated pays $150,000.00 

for tho stock of ~~to Transit CompaDy, $96,870.00 of the purohase 

price should be pai~ out of the company's surplus whiCh might otherwise 

be diverted to tho stockholders in the form of dividends. 

If the stockholders desire to make suCh a contribution to the 

corporation that is ·their concern. cllt it 13 the concern of this 

Co~iss1on to see that the pllblic patronizing the ut1l1t~ is not now 

or in the future c~lled upon to pay this amount or interest upon 

it. direotly or indirectly. 
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!!le. order herein will require the Pee'rless Stages,. 

Inco=porat~ to file with the Camm1ss1on before the order becomes 

ef~ective a definite and unqua11~1ed waiver of anr right to claiM 

fJ.'tJ:1 value of this operative right,. either directl1 or indirectl,.. aa 

an element of good will, going cone:e:m value or other intangible-

value. 

Moreover. the order will r$qu1re the vendors of the 

stock to agree to look e-xclue1vely to the surplus of Peerles8 Stage-a, 

Incorporated, fox: the pa~ent of the stipulated pul'chaae :price or 

to oontributions by or' assessments on stockholders of Peerless 

Stages, IDcorpol'ated. trXlder such a stipulation the vendors can 

not complain if the data of the £insl par.ment Should be postponed 
until. the normal. u,nd pX'operl.y ~llowable ee.rn1nga Or Peerless. stagea, 
Inoorporated ~o~ted to enough to take cere o~ the ob11gat1on$. 

ORDER 

Applications ha.ving been mad.e· to the Railroad C:ommission 

bY' Peerle.ss SUlgeS. Incorporated. for permission to aequ1re the 

stock ot Auto ~.r.ansi t Company" to exeeute an SogX'eement a:ld to 1saue 

notes and stock p a pah11c hearing having been held befor& Exnmtner 

Fsnkb.auaer and the Railroa.d COmmission being of the op1n1on that 

the a.pplications should. be granted" a.s here1n provid.ed, and that 

the: mOller. property or lebor to be procured or paid fo.r. through the 

iSSUe o~ the stock and not&s is reasonab~ r~ired for th« purposee 

apee1f1ed here~. 
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I~ IS ~ ORIlmEr> that Peerle'ss Stage:s,. Inoorporated,. 
. '.' .' 

be .. anJ. it h&reby is, authorized to purohase the outetsnd,1llg stook 

ot Au.to 'I:r:ans1 t Company end to enter into the- agreement :f1le'<l in 

Ap:p11eat1o;n No. 13808 and referred to in the forego·1ng o,p1n1on. 

providing :for the payment o! the sums i,n the amounts and in the 

manner indicated therein,. provided tha.t ar43 pa.yments for said stock 

in exeess of :~53,.130.00 mst 'be oharged to the surplus acoount of 

Peerless. Stages, Incorporated .. and provided further" that the :pt;J:S-

menta required by said agreement ar~ mad~ in aCQordan~e with the 

provis1ons o~ this order. 

IT IS :axREJ:n' F'OR~ CRD~ tha. t Peerless Stage-s" 

Incorpora.ted. .. be" and it hereby is .. authorized upon the payment of 

approx1m$. telY' $125,. 000.00 of the pu.rche.se priee of the s:tock of' 
" Auto ~rans1t CO~8nY .. to exe?uta three prom1ssor,y not~s. eaoh in an 

e.mOtUlt equal to one-third of the remaining unpaid. balanee:of the 

prinoipal amo'tm.t,. ea.ch. note to be payable 1n monthly' installment&. 

of $9'19.10 With intere8.t at the rate of s:even percent per annum. 

IT IS BEREBY FUR~:R ORDm>.ED' the. t Peerless Stages .. 

Incorporate([. be,. and 1t hereby 16.,. authorized to issue and 8ell,. for 

cash,. at not 1&&3 than par .. $150' .. 000.00 of" its :pr~erred stock and 

to USe not exee~1ng $53.130.00 of the ~roceeds to f1nano~ in part 

the oost o:! aequiring the ato'ok of Auto ~s1t C:omps.ny,. $33.000.10 

of the proceeds to psy for the equ1;pment listed in EXb,1b1 t No. 5-

attaehed to. .Application .No. l3S37,. and. the remaining proceeds. when 

s:c:thonzed to do so. bY' the Commiss1on in supplemental orders,. !or 

addit10nal eqnipment or oth&r purposes as may be authorized. 

:C'! IS B:EJ?En .tiD S'l:EOER ORDERED that th e au thor1 t:y herein 



granted to Peerless Stages, Incorporated~ to aoqu1~e the stook ot 

Auto Transit Company will not beoome effective unt~l said Peerlesa 

Stages, Incorporated, has tiled in satisfactory form a stipulation 

duly authorized by its Board of Directors agreeing that it. its 

s~coessors snd assigns wil~ pa~ $96.810.00 of the purohase prioe of 

the stock of Auto T~ans1t CO~pany out of surplus available tor dis-

tribution as div1dends to its stockholders or from oontributions by 

or assesscents on its stockholders; that none o! said par.menta will 
be made f~om cash obtained by borrowing or offset by its reserve for 

accrued deprec1ation: that said p~ents whon and as made Will be 

oharged to surplus and that no value tor the operative rights of 

Au~o Transit Compan7 \nll ever be cla1med in any proceed~ before 

this CommiSSion, or any court, involVing rates. 
IT IS HEREBY FURTHER ORDERED that the authority herein 

granted to Peerless Stages, Incorporated. to acquire the etock of 

A.uto Transit Con;prolY will not beoome effective lmtil the vendors. 

of ss.1d stock have filed with this Commission an agreement in. sat-

1sfaetor~ form wherein they agree ior themselves, their successor8 

and. SBs1gnB to look only to the surplus of Peerless Stages, Incor-

porated. or to cont~ibut1ons by or assessments on the stockholders 

of ?eerloss Stages, Incorporated. for the payment'of the aforesaid 

$9&,.870.00 and. will not s~Qk to enforoe the payment of said sum 
out o~ any other t~ds or propert~ of said Peerless Stages, Incor-

pore.ted.~ and that they will a.ocopt notes i:f any are issued wb1ch 

on their face will refer to the above numbered decision so that 

purohasers thereof ···will take them with notioe. 
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~e au~ority herein gnnted is subject to the :following 

eond1t1ons:-

1. !he autho::-it:y herein granted to execute an ag:re:e:lent 

for the ~ehaee o~ stock is for the purpose of 

this proceed1%lg only. and is granted oDl.l'" insofar 

as this Commission has j'ur:tsd1c-tion under the terms 

of the Public Utilities Act and is not intended as 

an. a.pproval of such agre:oment as: to such other 

legal r&qttirements to whioh said agreement may be 

81lbjeet. 

2. Zo.& au.thority herein granted to issue stoek ehal:L 

become effeeti va upon the date here-of,. but the 

a.u thon ty herein granted. to en ter into a ClontraClt 

ca.lling for payments as indicated in the torego1ng 

opinion slhall beeol:1o e£:f'eeti vc· upon the payment of 

tr.e fee prescribed by Section 57 of the Pttblie 

lIt111tie.a Aa:t and the f111.Dg in satisfactory form. 

of' the- stipulations referred to herein. 

3. 'IDlder the authority here in grsn ted. no eto ck may be 

1ssa.ed after June- 30 to 1928. 

D~ED at San Francisco .. California. this /6 ~ 
dar o~ ~27. -'"-------

...... ,. . .,,:.I.~I!I-H'-__ . ,_ ,', ., .... _ •.. _.,., .... w, 

Commissioners. 


