o Dﬁoition No.

EEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

‘ . MoCLOUD TRANSPORTATION CO.,

"to 1ssue certain shares of its capital
stock to the original subscribers
therefor named in its Articles of Incor-
poration, or to their assigns, and
certain additionel shares of said cap-
ital stock in exchange for assets and
properties to be acquired, and of
MoCloud River Railroad Company to sell
or exchange certain of its properties
for stock of said McCloud Transpor-
tation Co. ‘

Application No. 15867

- b i e S N e L L

Pillsbury, Madison & Sutro, for applicants.

BY TEE COMMISSION:

OPINION

In the above entitled matter the Railroad Commission

is asked to mﬁke its order authorizing McCloud River Railroad Company
to sell certain automobile stage operative rights and equipment to
Mbcloud Transportation Co., and authorizing McCloud Transportation
Co. to issue 316,200.00 of stock and to deliver $15,700.00 thereof to
Mbc}oud ﬁivem BailroadICOmpany ir exchange for said automobile stage
‘oporative_fights and equipment, and $500.00 thereof to its incorpora-
tors, or their assigns. |

o It appears that‘McCloud River Rallroad Company, in addi=~-
tion to its rail line operations, 1s, and has been since on or sbout

- January 1, 1928, engeged in the operation of an automobile stage line

-ul-




frorﬁthd;transportatiqn of passengers and baggage between McCloud and

Mt, Shasta, having acquired the operative rights permitting such oper-

o ations, by purchase from M. K. Davis. The operative rights in gues-

- tion permit the tramspoxtation of passengers and baggage between McCloud
and Mt. Shasta, iitp no Intermediate points, and were established by
3. T B. Davis through operations prior to May 1, 1917 and thé filing
bt tarirré-and time schedules. Undexr autbhority granted by the Com-
~ mission the rights weTe thereafter, in 1922, transferred to M. K. Davis, .

~who then in turn, transferred them to McCloud River Reilroad Cthaﬁy

pursuant tb‘authority granted by tke Commission by Decision No. 19195,
 dated December 27, 1927, in Application No. 14273.

Reference to Application No. 14273 shows that the considera-
‘tidn'paid M.K.Davis was $4,000.00, and that the properties transferred
for this sum oonsisted of the operative rights and obe Studebaker stage.
It §ow appears that since the purchése the railroad compﬁny has nade
expenditures and acquired additional property and equipment consisting
of one 22-passenger White auto bus, one l2-passenger White auto bus,
é&ragg property for the housing of the three stages and e lot, approxi-
mately 30 x 50 feet, adjacent to the railroad shop property at McCloud.
 The railroad company now proposes %0 dispoese of its automo-
Jbilo'stagenbusineaa and the properties referred to herein, to a cor-
porafion, inown a8 MeCloud Transportation Co., which it has caused
to be organized for the purpose of acquiring them and thereafter conduct~
ing the operationms. It alleges, in this connectién, that 1t will be
simﬁlér and easier to have such operations @arried on by a separate cor-
poiafion, and 1t§.aocount1ng and reports separately prepared and made
from those of the railroed company. It further alleges that it believes
it will De pos#iblo for icCloud Transpbxtation Co. to bid for and obtain,
under the Federal Maill Pay Act, mail contracts which cennot be obtained
by the railrocad company.




The new corporation, McCloud Trensportation Co., was organized

: undefuthe 1uws of the State of California on or about lMerch 6, 1929

| wifh;dn authorized capital stock of £75,000.00, divided into 750 shares
f'or‘tho par-value of $£100. each, all common. It proposes, and asks
’permiéaion; to issue five shares of the aggregate par value of $500.00
“to its incorporators, and to deliver 157 shares of the aggregate par
“value of $15,700.00, to the railroad company in exchange for the pro-

ﬁor@ioa and the rights referred to herein.

Under the circumstances set forth in this proceeding we belleve

that the application should be granted, as provided in the order Tol=

lowing this opinion. In authorizing the transfer of the operative
riguts, w§ wish to place the purchaseXr upon notice that operative rights
do not oconstitute a class of property which should de capitalized or
uaod‘aa an élament of value in determining reasonable rates. Aside
from tﬁﬂm bﬁrely permissive acpect they extend to the holder a full or

- partial ﬁonopoly of & class of business over a particular route. This
'nphopoly reatnim may be changed or destroyed at eny time by the state
‘whiop is nbt‘iﬁ.any respect limited to the number of rights which may

i

«boﬁgian.

Application baving been made to the Railroad Commission for
. an order aufhorizing the transfer of opeiative rights and properties
Aﬁd the issue of stoeck, and the Reilroad Commission deing of the
Opinion'fhat this iz not a metter in which a pudblic heering is neces-
sary and that yhe application should be granted, as herein provided,
And that‘the issue of the stock is reasonadly required for the pur-

pb;ea specified herein, which purpeses are not in whole or in part

‘3_




- reasonably 6harsaablo to operating expense or to income.

IT IS EEREBY QRDERED that McCloud River Railroad Company be,
dhd it hefobj is, suthorized to transfer, on or before October 1,
1929, to MoCloud Transportation Co., in exchange for $15,700.00 of
ocmmon capital stock, the operative rights and equipment referred to
in the roregoins opinion.

IT IS HEREBY FURTEZR ORDERED that McCloud Tramsportation Co.
be, and‘it“hereby is, authorized to acquiro end operate such properties
ind %o issue on or berfore October L, 1929, $16,200.00 of its common
oapital stock and to deliver $15,700.00 thereof in paymeunt for the
, righta and properties herein authorized to be transferred and sell
tSO0.00 tnereol at pex rox cash to its incorporators or their assigns
ror ‘the purpose of..paying. organization ard 1ncorporation 6XpPEeNnBes. .

. ' IT I3 HEREBY FURTEER ORDERED that MeCloud River Railroad
00nmany be, and it heredy is, aunthorized to acquire and hold the
tls 700.00 of stock that McCloud Tranmsportation 00. is herein authorized
to 1aauo to it in payment for the operative rights and properties
ror.xrod to in this application.
The aeuthority herein granted is subject to the rollowing

.‘-»oonditiona

1. The consideration to be pald for the properties herein
duthd:izod 0 be transferred shall never be urged before this Commis-
lion.or other pubdblic body or court as a measure of value thereol
for rate fixing or any purpose other than the traxster herein auth-
b:l#odi ‘ .

\ﬁ. Applioant McCloud Bivé& Reilroad Company shall unite imme-
diattlv with applicant McClouwad Trensportation Co. in common supple-
| mnnt to the automobile stage tarlifis on Tile with the Comnis slon in
’H‘ths‘name of McCloud River Reilroad Company, spplicent McCloud River
'  Baiirbid Company on the one hand withdrawing and applicant McCloud

Transportation Co. on the other hand accepting and esteblishing

i

such t@ritra and all effective supplements thereto.
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3.‘ Applicant XecCloud River Railroad Company shell withdraw
1lnodiately all automobile stage time schedules filed In its name
witn‘tho Commission, end MeCloud Transportation Co. shall file imme-

'diéielj,‘in duplicate in its owa name, time schedules covering the
"ankoﬁobilo stage service Leretofore given by MeCloud River Railroad
Company, vhigh timb schedules shall be identical with those now on
:‘ £1le in the pame of MoCloud River Railroad Compeny Or time schedules

aatisractory to the Railroad Commissione.

4. Ihe rights and privileges rerein authorized to be trans-
rerrod may not &erearter be sold, leased, assigned, transferred or
service ‘thereunder discontinued unless the written comsent of the
Bailroad Commission has first been secured.

S. No vehicle may be operated by McClcud Transportat ion Co.
vunlosn such vehicle is owned dy it or is leased under a contract
Vor'ﬁgiocmdnt on 2 basis satisfactory to the Commission,

. 6. MSCloud Transportation Co. sball keep such Trecord of the

vff issue of the stock herein authorized and of the disposition of the
“.prooocds as will eeble it to file within thirty days after such 1ssue

':] a voririod report as required by the Railroad Commission's General

.. Opder No. 24, which order insofar as epplicable, is made a pert of this
- o:ﬁer"

o 9. : The authority herein granted will become effective upon the

‘date hereof. |
DA&EDQ&S\S#E Francisco, California, this.jzzZZZ;iﬂay of August,

Commissioners.
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