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BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNTA

4
)

in the Matter or the Application of
PACIFIC GREYHOUND LINES, INC.,
a corporation, to purchase and acquire
operative rights and property of and
from (1) Pickwick Stages System, a
corporation, (2) Californin Trensit
Co.,a corporation, (3) Southern Pace-
ific Motor Transport Company, & cor-
poration, (4) Oregon Stages, Inc.,&
corporation, (5) Pacific Auto Stages,.
a corporation, and (6) Transit Inves+-
rent Company, a corporation, and for
guthority to issue capital stock on
account thereof.

Application No. 16490

\
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Zarl A. Bagdy, for epplicants.
Sanborn, Roexl, Smith and Erooknmen,

by Douglas Brookuen, for

Beverly Gibson, intervenor.

BY TEE COMMISSION:

OPINTON

In thics proceeding the Railroad Commission is asked %o

make its order as follows:=-

(1) Authorizing and approving the issuance of nine shares
of the cepital stock of Pacific Greyhound Lines, Inc., t0 its nine di-
rectors;

(2) Authorizing and epproving the transfer of the proper-
ties and aszets of Pickwick Stages System, California Tramsit Co.,
Southerz Pacific Motor Transport Company, Oreéon Stagés, Inc.,Pacific
Auto Stages and Transit Invecstment Company; hereinafter sometines re-

ferred to ac the Tzellers™, to Pacific Greyhound Limesz, Inc.,hereinafter

sometimes referred Yo as the "purchaser.™




(3) Authorizing and epproving the issuance by Pacific
reyhound Lines, Inc. of 110,000 shares of its no per value corzaon
stock in part payment for the properties and assets of the sellers,
anf ¥he allotmeﬁx ané distridvution thereof to the various respective
sellers; and

(4) Authorizing end 2pproving the substitution of RPacific
ureyhound Lines, Inc. as the porty in interest in all proceed ings and
metters now pending or prior to decision herein commenced before the
Comnission for, or om dehelf of, or in the name of, any of the selling

corporations.

2acific Greyhound Lines, IncC. is a corﬁoration orgerized

under the lews of the State of California on or about March 31, 1830,
with an authorized capital stock of 200,006 shares, &ll commoxn, without
nominel or par value. The application shows that ﬁine shares of stoek
nove been subseridbed at $100.00 a share by %he nine incorporators named
in the compeny's hArticles of Incorporation ac directors, who are T. B.
Wilsor, C. Z. Wickmen, C. F. Wren, C. R, Harding, Zarl A. Bagby, Tarren
E. Libby, Merle E. Lewis, Williem E. Trovis end Frenk ¥W. Webster.

It appears that the corporation was organized for the
express purpose:br engaging in dbusiness as & passenger stage cOrpora-
tion in California, and elsewhere, snd that it hes to that end made
arrancements %o acquire the operative fi@hts, propertiecs and assets of
Pickwick Stages System, California Transit\Co., Southern Pacific Movoer
Treasport Coxpany, Oregon Stages, Inc., PacifiL Auto Stages and Transit
Investment Compony. The record chows, in this comnection, that the
vrensection here propbsed is merely in the nature of & financisl reor-
ganization in that the entire issued and outstanding cspitel stock,
excepting directors' shares, qf eech 0f the selling companies vwhose
rights end properties are to be acquired by Pacific Creyhound Lines,
Inc., 15 held by Pacific Greyhownd Corpo:;tion, formerly Pacific
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Transportation Securities, Inc., which desires %o consolidete the

business of the »present several corporations under onc ownership and

manegement. It might be added st this point that, according to the

- record, the outstanding comnon stock of Pacific Greyhound Corporation

is neld in equel shares by Greyhownd Corporation, of Chicago, Pick~

wick Corporation, of Los Angeles, and the Southern Pacific interests.
To erfect the proposed consolidetion, the purchaser proposes

to scaouire all the rights, properties and assets of the selling cor-

porations, to assume oll tﬂeir outstanding liabilities end to ifssue

to them 110,000 sheres of its capital stock, such sheres to de &ivided

among the selling‘companies 12 accordence with the ratio that the 1929

gross receipts of cach beers to the totel gross receipnts of the sellers

for 1928, as follows:-

To Califorznia Transi?t COecesccrssesa..32,522

To Pickwick Stages System eeececscsas 30,3721

To Pacific Auto 518308 cecececvecen 2,736

To Oregon Stages, INC veccescenssss 23,5635

To Transit Investment Companyeesssws 530

To Southern Pacific Motor Transport ‘
Company.‘.‘.............‘ 326

Totalesveceeccanseasn110,.000

In meking the zpplication, the companies have fiied s
Exhibit TA™ statements showing the asseds end lizbdbilities of the sel-
lers as 6r‘January 31,'1930, énd.the revenues and expenses for the
calender year 1929.. The gross operating revenues, for 1929, of all
tne companies t0 be ebsorbed by Pacific Greyhound Lines, Inc. are
reported ot $9,433,983.16, the operating expenses at $€,448,855.95,
and +the net operating revenueé at $985,127.21. Jifter meking allow=-
ances for nonoperating revenues and expenses, and miscellaneous

ad justments, & totzl net profit for 1929 of $£949,194.23 iz reported.




Tne consolidated assets amd licbilities of the various compenies are

reported as follows:~

INVESTNVENTS : ‘
STant and equipment £0,143,860.70
Depreciation . 3,499,849.58
Net VALUG o o o o « o o o 9,045,0llel2
Investments in affiliated com~ ) :
PANIBS ¢ 4 4 o o o o0 o 1,457,176.94%
Otker investments . « « « « « . & 58,944.76
Totel investmertS....... $7,160,232.82

CURRENT ASSZETS: . '
CESD - o = o o o a a o o o » £686,725.36
Accounte receivadle . . . . . . 1,033,683.63 |
Matericls and supplies . . . . . ' 333,298.72
Totel current assetS.ceeea 2,053,608.71 .
DEFERRED ASSETS: )
vorkirg fund advences . . . . . o . 9,115.58
Prepeyaents o ... . . o 24,484.02
“ems in course of adjustment . . .__263,491.27 |
motal deferred assetSeeacaee - 707,090.87 .

TOTIJJ A‘*-SSETSO ........."..-. /:5 bzc 935.46’

M

LIABILITIES AVD NET VIORTH

CURRENT LIABILITIES:
LCCOUDLS DAYEDLE o + o o o o o o o o & o = $1,810,929.96
LOKG T2 DEBT: _
Notes payable « . o« o o o . o . £08,821.55
Non-negotiedble dedbt to affiliated ' :
Comp&nies e & o'® = o = . 2;_2243556-50
Totel long term Gedt ..cceececcecnces 9,033,378.05
TN ADJUSTED CREDITS: : :
insurance reserves,etc o . . . . 26,356.61
Viscellaneous items uncdjusted 142,864.75
Total wedjusted credits . ... . . . 169,355.71
TOTLL LIABILITIES:eecescccass 39,0L5,605.72

NZT WORTH:
Net value of assets and liabilities to be trens-

ferred 40 Pacific Greyhouxd Lines, IRCecscses _4,507,268.68

TOTAL LIABTLITIES XD NET TORTH...'ee. £9,520,952.40

The matier of consolidating the operatioms of the several
compenies controlled through stock ownership by Pacific Greyhound
Corporation has dbeen cclled to the Commission's attention in Tormer
proceedings. Certain preliminary steps leading up to the conzolida-

+ior nave been approved. The recoxd in this proceeding and the Com~
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missiorn's experience in matters of this nature indicate that pubdlic
convenience and necessity will be served By tho transfers herein pro-
posed end the subsequent operation of the various lines under one
common ownership and management." Following the trensfer of the
properties, 1t 1s the intention of the purchaser, accordizng to the
© testinony of =. i. Bagby, its vice presiaént and general counsel,
to £ile forthwith an appiication for permission to consolidate the
many separate rights 1t will accuire into one unified right. No
request is here made for such permission, It deing the purchaser’s
intention to teke over the present rights-of the sellers &s they
now exist, without enlargement, diminution or modificetion.

It appeers that two of the companies, designated as applicants

herein, pamely, Oregon Stages, Inc. and Transit Investment Conmpany,

are not engaged in the public utility or common carrier business in

this state and it seems to us that we have no authority tosauthorize
the transfer of their properties. The order herein, accordingly, ’
"will authorize the transfer of the rights, properties an& assets of
Pickwick Stages System, Californias Transit Co., Southern Pacific Moter
Transpor% Company and Pacific Auto Stages. Because the purchaser
hereafter will file am application for a consolidation of the opera-.
tive rights 4t will ecquire through these traasfers, at vhich time
& review and determination by this Commission of its operative ri@hts'-
L1l Ye made, it does not seem necessery at this time In this decision’
to epumerate specifically all the certificates which will be trans-—
ferred %o the new corporatiom. The order therefore will permit the
several companies to transfer all of their rights, whatever they nay -
ve.

It appears that there are included in the reported invesiment
in plant end equipment substentiel swms {PT intengidle capital, waich,
1t may be, should not be charged dy the purchaser to its fixed capitgl

accounts. Applicants have agreed to file with the Commission an

enelysis of the intengible items eppoaring on their books of account
-S=




and until this is received, we are not in a position to determine what
emounts are properly chergesble to plant and equipment. Pending the
receipt of such information, we will authorize the purchaser to icsue
at this time 50,000 shares of stock, leaving the remainder of the stock
applied for to be the subject of supplementsl orders in thisc matter.
The Commissioz is 10t concerned with the distridbutionnto be made of
the stock izsued under the authority granted in the following ordex or
issued under the autiority granted in a supplemental order or orders.

No one appeeared at the hearing to protest the grantirzg of the
application. A petition for leave to intervene wes filed by Beverly
Gibson, who alleges that he is the owner of a certificate of public
convenience and'necessity to transport passengers and their baggege,
and property, between Sacremento and Winters and intermediate points
and - that on August 27, 1927 he and Pickwick Stages System, one of the
epplicants herein, entered into an sgreement for the transfer of said
certificate, together with cortain equipment, by Gidson %o Pickwick
Stages System for the sum of $40,000.00. ° He elleges further that,
due to delay for which Pickwick Stages System 1is rosponcidle, applice-
tion has not been made to the Commission for authority to trancfer the '
right. He elleges still further thst the finencial statement filed
in thiz matter by Pickwick Stages System in Exhibit "B is incorrect
and erroneous in that it does not appear that any liébility or oblige~
tion is included on the pert of Pickwick Stages System, either oxist-
irg or contingent, to Gibsorn on account of the agreement between the
V0.

In reply to the petition for intervention, Mr. Beghy, cgunsel

Tor applicanis, stated thet it waes the intention of Pacific Greyhownd
Lincs, Inc. to assume all liadilitics of the selling companies, whetler

existing or contingent, and all liabilities and obligations of the

selling companies that mey develop in the future. Mr. Baghy stipulated

that aay claim thet Mr. Beverly Gibson may bave against the Plckwick

Stages System will not de affected in any manner by eny decision that
=G




may bYe rendered in the present proceeding****** and that such decision
will not bo used in 4derogetion of any rights that seid Beverly Gibson
may heve ageinst Pickwick Stages System.

In view of the statements made, ond the stipulation offered
by lMr. Begby, it eppears to ws that the petition for intervention
should bYe dexnied.

In connection with the acquisition of the verious operztive
rights referred 1o herein, the purchaser, Pacific . Greyhound Lines,Inc.,
i3 hereby placed upon notice that operative rights 4o not constitute
e class of property which should be ceopitalized or used a3 an elemont
of velue in determining reasonable rates. Aside from their purely
permissive aspect, they extend to the holder a full or partisl monopoly
of a class of business over 2 particular route. This‘monopémy Teature
may be changed or destroyed at aay time by the state, which is not in
any respect limited %o the number of rights which may be glven.

ORDER

ipplication having been made to the Rallroad Commiszion Lo
an order euthorizing the transfer of operative rights, properties and
ssets, and the issue of sitock, as indicated in the foregoing opinion,
2 public hearing having been held before Exeminer Farkhauser, snd the
Reilroad Commission being of the opinion that the application should
be granted, as herein provided, and that the issue by Pacific Grey-
hound Lines, Inc. of 50,009 shares or'stock should be authorized al

this +ime for the purposes specified herein, which »urposes are not,

in whole or in part, reasonably char@edble to operating expense or to

inconme,




IS HERIZY CRDERED cos follows:-

(1) Peocific Greyhound Lines, Inc. be, and it heredy is,
euthorized o issue ond sell, et $100.00 & shere, ninec sheres o
itz common capitel ztock without nominal or par velue, o its nine
directorzs, and to use the proceeds to pay organization exXponsos.

(2) >ickwick Steges System, California Tremsit Co.,
Soutaern Péciric Motor Transport Compeny and Pacific Luto Steges be,
end they hereby are, aufhorized to transfer all their operative rights,
p:oPérties and assets, deseribed 1n Exbibits 72T, rCm, "D" and "FT,
sudbject to outstonding liebilities and obli@&fions, to Paéiric dréy@ound
Lines, Inc.

(3) Pucific Greyhound Lires, Inc. be, axnd it herebdby is,
authorized"té issuo at thic time not exceeding 50,000 shares of Lts
common capital stock without nominel or per velue in payment in part
for the operative rights,_properties end assets, subject to outstand-
ing lizbilities and obligations, of Pickwick Stages System, California
Trensit Co., Southorn Pacilic Mbtor Transport Company, Pacilic Auto
Steages, Oregon Stages, In¢. and Trensit Investment Company, descrided
in Exhidives ™B", "CT, "D", "ET, "r" and "G", and to0 assunue the payment
of such liabilitiés'and ébli@&tiéns. o _

(4) Pecific Greyhound Lines, Inc. be, and it hereby is,
substituted es party applicant in all matters now pending belore the
Radlroad Commission in which any of the applicants heréin, or any o
the corporations whose pronerty has been acquired by Plckwick Steges
System, now appear as pariy applicant.

(8) The pvetition for intexrvention filed by Beverly Gibson

ve, and it'héreby is, denied.

(6) The authority herein grented is subject to the following

conditions:s~
a. Applicant corporations shell meke such tariff =znd
time schedule filings as eare recuired by the

Commissionts goneral orders.
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The rizhts cnd privileges herein authorizod o e
trensferred moy not hereafter ve zold, least,
assigned, transforred nor sorvice thoreurdor en-
larged or diséontinued, unless the written consen®

< the Rellroad Commission is first obtained.

No vohicle mey be opereted by DPacific Greyhound Linec,

Imc. unless such vehicle iz owned by said compeny oz
is leascd by 1t under o contract or agreement on a~A
basis satiszfactory to the Railroszé Commission.

The consileration being paid for the aforescld opera-

Tive rights, projertics 2nd assets shall not boe urged

before this Commiscion, or other pudblic doldy or couxt

having Jurisdiction, as 2ixing the velue of zald oper-
avive rights; préperties and assets for eny purpose
other then the %rans:q; herein authorized.

Pacific Greyhound Lines, Inc. in rocording on 1%5 books
oL zcecount the purcﬁase oL <he properties of the sell-
ing companies, shall chargé the amounts reprezenting
investrent in pl&nt'and equipnent now eppesring on Tao
books of the selling companies %o Account 109 "Other
debit cccounts® and'shall carry +the amounfsvthéfein
until the distribution thereof, if approved by The
Commission. Tithin ninety days from the elffective
dete of this 5rder, cpplicants shall £ile with the
Commission & ztatement containing en analysis of the
intangidle items eppeering on the books of tho selling
companies end éhowing the amounts c¢xpended by the
original grentees of franchises and operetive rights
in sequiring them. The Commission reserves the rieht,
{n meking this order, to meke such further orders in
this metter as 1t may deem necessary regarding the |
mazner 1n which the purchaser mey set up on its records
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the properiies cnd rights 1t acquires from the
selling companies, axld the amounts it may charge
oxr credit to its various accounts.

L. Pecdlic Greyhound Lines, Ine. chall XKeep such record
of The issue of the stock herein authorized cnd of
the dispocition of the proceeds az will omedle 1t o
Lfile, on or beforc the 25th d2y of ocach uonth &
vorilied report, as reguired by the Railroad Com-
missionts General Order No. 24, which order, insofex
as applicadle, is made & part of thiz order.

€. The authority hercin granted will become elffective Tive
days after the date horeof.

b. Piclkwick Steges System, California Transit Co., Southern
Pacific Motor Transnort Company 2néd Paciric Auto
Stages shall file with the Commiszsion Tinencial re-
ports covering their operations from Jomuery 1, 1930
down to the dete of transfer of their yropertics and
business, such reportz to be filed on the regular
annuel report forms preseribed and proviaed by this
Commission.

DLTED et Sen Framcisco, California, +this 234 doy

of May, 1930. |
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Commissioners.




