Decision No. 22286

BCFORE TEE RATIROAD COMMISSION OF THE STAZE OF CALIFORNIA

In the Matter of the Application of

PACIFIC ELECTRIC RAILVAY COMPANT,

& corporetion, for permizcion to ac~

quire 871,284 shares, beling two-thirds

0f the outstanding and issued capitel

stock of Motor Transit Company, a Cal- Lpplication No. 16280
ifornia corporation.

Frank Xarr, for applicant.

BY TEE COMMISSION:

0P INTION

Pacific Electric Railway Company asks permission
%o acquire under the terms and conditions set forth in this appli-
cation, and hold 871,284 shares of the outstanding and issued capi-
tal stock of Movtor Transit Company.

Yotor Transit Company iz a corporation orgerized
under and by virtue of the laws of the State of California. It
operates a large system of motor steges in the Countles or los
Jngeles, Orange, Rivercide and San Bernardino. |

It appears that on December 12, 1929, Motor Transit.
Terminel Corporation, the legel owner of the issued and outstanding
stoek of Motor Transht Company, and 0. R. Fuller, granted an optioxn
to prert C. Gillis to puxrchase all of the issucd and outstazding
capital stock of Motor Transit Company, ¢onsisting of 1,305,926.share3.




This option was on January 30, 1930 assigned to Pecific Transporteation

Securities, Inc., said Robexrt C. Gillis having been, in fact, & re-
sulting trustee Lor said Pacific Transportation Securities, Inc. and
in securing said option, acted as agent for the company, The option
was exercised by the Pacific Transportation Securities, Inc. on Jan-
wary 31, 1930, at vhilck time it paid the first peyment, $500,000.00,
together witk interest thereon, from Jamuery L, 1930 in the sum of
$2,500.00. Upon the receipt of the $500,000.00 and said interess,
tae Motor Tramsit Terminal Corporation delivered the 1,306,926 shares
of stock of sald Motor Transit Company to Pacifiec Transportatioﬁ Se-
curities, Inc. The belance which is due under the option is payedble
in four equal payments, one each on July 1, 1930, January 1, 1951,
July L, 1931 and December 31,1931, with interest from January 1,1930
on all deferred peyanents at the rate of six percent per ennum, pay~
able szemi-annuallye.

“hile the Pacific Tramspoxtation Securities, Inc. has
agreed W purchase all of the outstanding stock of the Motor Transit
Company, 1t is understood between said Pacific Transportetion Secu-
rities, Inc. and Motor Transit Terminal Corporation that the RPacifice
Electric Railwey Company will acquire, 4f asuthorizeld by the Commis-
sion to 4o 30, two thirds of the outstanding stock of the Motor
Transit Company, and will pey for such stock two thirds ol the total
remeining sum to be found due on the purchase price, in accordance
with the terms and conditions of the aforesaid option,

The purchase price of the total outstending copital stock
of Motor Transit Compeny is estimated at $3,000,000.00. The actual
consideration to be paid will be determined bj en appraisal of the
company’'s propertiés whick, iz general, shall be made in the fol-

lowing manner:i-




The velwe of the operating righvs, good will axd going con-

cern shnall be determined on the basis of gross revenue derived

by reason of operations arnd shall consist of all the Tevenues
derived during the year 1929 under the following classification

of revenues, as watalined in the uwniform classification of accounts
issued by the Californie Railroad Commission for Class "iA companies,
effective January 1, 1922, nemely, Accounts Nos. 500-142-3-4-5;
S520=-21-22. There shall, however, bde excluded those revenuves de-
rived which are chargecdle to Account No. 523, "Rent of Pulld ings
end Other ITroperty”. There shall also be cxéludea nonoperating
revenues classified under iccounts Nos. 301-302. From the totel
semount thus derived, there shall de deducted any amounts wapalid,

as of Decembex 31, 1929, on account of contrects for the purchase
of operating rights ol other companles, such contracts being made
in the neme of Motor Transit Compery shall continuer and the pey-
ments be completed by the company through the successors of the
Motor Transit Terminel Corporation in the stock ownership.

The value of the real estate shall be the market vealue as
of December 31, 1929, less encumdrences of dalances of purchase
price wnpaid. Buildings and improvements on fee properties shall
be valued on the basis of reproduction cost new as of December 31,
1929, less actual accrued depreciation. Bulldings and improve-
nents of leecsed properties, furniture and fixtures, machinery and
tools, shell be valued on the same basis. Materisls and supplies
shall be valued a2t the list price of the menufacturers, less regu-
lar trade discount‘granted to purchasers of stock in the saﬁﬁ quan-
tities as does Motor Transit Company. Unit stocks and reclaimgd
parts shell be valued by an appraisal. Stationery and printing
and tivket stocks shell be valued at the cost to Motor Trancsit
Company. Rolling stock, passenger, frelght, combiﬁation, sexvices,
wrecking, administrative and other cers shall be dased oxn
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their actual value in the use and adoptability for the service in
whiph operated, and not on the basis of the velue of secondhand
equipment on & sales room Lfloor, with due consideratilion given o
zeintenance and actuwal deprecietion and obsolescence. No valuwe
shell be.placed on leasenolds and all leases in use taken over from
thers in the purchase of other operations shall remain with the
purchaser without cost. The velue of work in process chall be

taken a2t the cost of materials and supplies and labor expended on

the seme wp to cnd inmcluding December 31, 1929. Organization

and legel expenses shall be valued at $10,000.00.

Motor Tremsit Terminal Corporation and 0. R. Fuller agree
t0 holéd haermless said Motor Transit Company and the purchaser of its
stock against all claims and demands on account of debts or accidents
or other accounts Incurred or caused prior to midnight of December Jl,
1e25.

The option (Exhibit No. 1) outlines in devail “he manner
in which the appraisdls of <he Qifferont wnits of property shall be
nede .

Applicart cennot 2t this “time state the exact amount 41t will
Ye called upon to pay for the 871,284 shares of the issued and out-
stending shares of the capital stock of Motor Transit Company, and:
will not know the exact emount until the apprdisal of the properties
has been completed. Zt 15 of record that z= soon as the exact amount
iz ascertained, applicant will at once 2yply to the Railroad Commission -
Tor authority to issue its notes for the amounts due from 1t on July 1,
1931 ard December 31, 1931 payments under the option, if authority
to purchese seid stock is graﬁxeq‘by the Railroad Commission.

This application does ﬁot involve the transfer of any promer~
tiec of the Mbtor Transit Company, nor does it involve the curtall-
ment of any services now rendered’ by either the Motor Transit Compery
or the Pacific ZElectric Railway Compeny. Waile the record shows that
economies can be effected by coordinating the services of the two com-
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penies and that a better service can be given through such corrdina-
tior, thet matter is not now before the Commisscion. Thile we be~
liecve that the acquisition of two thirds of the outstending stock of
MYotor Transit. Company by Pacific Zlectric Rallway Compeny is in the
public interest, we desire to state that no determination has dbeen
made of the amount which may be charged to road and equipment or o
plant and eéuipment accounts or to other asset accownts in the event
thaet the properties o? Motor Tronsit Company are, after securing the

necessary authority, transferred o Pacific Electric Railway Compaxy

or 0 some other corporation. Tae transfer of the propertles of

NMotor Transit Company is not now bdefore the Commission.

It appears‘rrom Exhidit No. L thet on Japuary 1, 19%0 2
new set of bobks of accounts and records shall de opened by the Motor
Tronsit Compeny to care £or future operctions under the new ownersiip
end that all books of account and records of Motor Transit Company,
prior to that date, shall remaein in the possession of the Motor Tran~
54t Terminal Corporstion and its auditors until they shall have deen
closed and all debts paid that heve accrued prior to saild date,'ana
all collections mede of accounts that may be due and payable up %o
that date, and the records so retained zhall be plhced in publice stor-~
age and made aveilable to seid Motor Tronsit Company on its request
or on demand by public authorities having Jjurisdiction therecover.
As stated, there is no request bdefore the Commission vherein the lMotor
Trensit Compeny ssks permission %o transfer any of its proparties or
discontinue public utility operations. The record clearly shows that
the Motor Transit Compeny will continuc the operation of the pudlic
utility properties which 11 has heretofore operated ané that it will
continue to funetion azs a public utility. Ve Teel that Motor Transit

Company, a pudblic utility, skould retain possession of all of its
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books of accounts and records and not furn them over to Motor Transit

Terminal Corporatiom or place them in pudblic storege.
QRDER

Pacific Electric Rallway Compony haﬁng asked permission o
acquire and hold 871,284 shares of the outstanding and;issued capitai
stock of Motor Transit Company, a pudlic hearing having been held be-
fore Eiaminer Fankbauser, and the Commission being of the opinion

thet the acquisivion of such stock by Pacific Ilectric Railway Com-

pany iz in the public'interest, ané that this application should be

graxted, therefore, _

IT IS HEPZZEY. ORDIRED thet Pacific Electric Rallway Company
may, on oxr beforc December 31, 1931, acquire and hold 871,284 shares
of the issued em Sutstanding capital stock of Motor Transit Compery,
provided that the consideration belng paid by Pacific Electric Rail-~
way Company for such stock shall not be urged hefore this Commission
as fixing the velue of the propertics of Motor Transit Company for
any purpose other than the transfer of the stock herelin authorized.

/4 ) DATED at San Francisco, Colifornie, this ;éﬁﬂgfday of
Pr/e. :

2t 1930. | V
(]/Z/\%:.m«w/iﬁ

Commiscioners.




