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Decision NOe ____ '-_)_')_,_,_j_' 

BE:'OPZ TEE RJ .. !t?OAD COMMISS!O~r Cit T:3 STA'I'E OF CJ...LIFororIA 

In the~utter of t!le f~pplication of PACIFIC ) 
ELECTR!C RAr.-!)NAY cm~Juw.~ a corporo.t!.on~ ) 
for permission to cell nn~ acsign certain ) 
operative rights ~~d property and to with- ) 
o.ro.w !ro:n the rcnc':.erine or ce:,tain local ) 
service ~ all v:ithin Glendale ~ Calirorn1a.~ ) 
~nd of Gleneo.le City L1nes~ Inc.~ for ,e:'- ) 
~ssion to exercise sait operating r1~~ts ) 
and for an order authorizing tho iS3Uanco ) 
of certai."'l sGcuri'l:ies. ) 

Application 
NOe 23775 

FP~'\l'K I<ARR a."lC C., w. CO~UJELL~ for Al',lica..~t Pacific 
Electric Railway Comp~"'l7. 

C •. H. P..ASBROUCK o..."'ld D!.E:~'E=!R & DELBR!DGE~ by LEONA.~D 
A. DIETE.:.!?~ for ApplicAnt Glendale City !'1.1'lOS, Inc_ 

AUBREY N. IRWno!~ City Attorney~ a.."'ld. A. L .. LAWSO~t~ Assist
ll..."'lt City Attorney, for the City of Glenda.le" l.."'l.ter
astec. party. 

RP.L?R W. SWAGLEr<, City Attorney ~ for tho City of Bw:-ba...'"lk. 

RAY L. CHESE:BRO, City :..ttornoy, and P?.E3)ZRICK VON SCBRADZR" 
AS$1st~~t City £ttorney" for t~ City of Los k~elcc, 
interosted ptLrty. 

w. P. N'O'T'l'ER, D. H~ SEE:i~TS G.."'ld. Z. L. Sl1ITE:, for Brother
hood of Railroad Tra~en, intorested pa:ty. 

K. CEA..'qLES BEA..~ a!'ld STA!-TLEY ;,z. 'LA'!r~.p~, for the Board. ot 
?ubl~c Ut11itie~ and ~~~~zpo~t~t10n or t~e City of 
Los A.."'lseles. 

RILEY ~ C OM!.t;ISSI ONBR : 

O?:!~ION -_ ... ----

In thi: procoeeinz Pacific EloctricRailway CO~~"'l.y" 

:lometi~e: hereinaftor referred to as ft?o.ci1"~c Electric," zeel~z 

authority to ~ell certa.in o?orative rights o.."'lc, property" and to -wi thdraw fro::? rendering ce:-ta.in local servico 1.~ tho City ot Olen

do.lo, Co.l1!ornio., a.nc. Glend.o.:l.e City Linos, Inc., hereinafter so~e

t1:les referrec. to a.s the ttC1ty L1nee,," ::leeks o.uthor1ty to exerc1so 

~uch operating rights and be authoriz~d to issue certain securities. 
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A public hearing wa: r.eld in this =atte~ in Glendal¢ on 

Novembo~ 14, 1940 1 a.t wh1ch t~e the ::atter VIae submttea. for cleter-

m1nc.tion. 

As a pa.rt of its entire olectr1c rllil\'/uy system in Cali

fornia, Pacific Electric operates local bus s~rv1ce in the City of 

Glendale, a. portion of which bus ocrvice, however, extends into the 

City of Burbo...¥ll~ and i.¥lto ~. very =\.'.0.11 portion of tho City of Los 
(1) 

kngeles. 

It 1$ the propocal of the City Lines to ~cqu~re and oper

ate the routes in Glendale ~~d ad~acent torritory ao now oporatod by 

Pacific Electric at the samo rate or faro as now in ef~oct. Glen-

dale City Lines pro,oses to onter into jo~t tariff arr~¥lge:ents 

vnth Pacific Zlectric whereby paccongors ~ay u:e both local linos 

and P:lc:ti'ic Electric sorvice to and i'ro~ LO$ A..¥lgeles without ar..~" 

increase 1n taro. 

L¥l order to p~rforc this :orvice the City Line: proposes 

to uee 0.11 of: the equi,r.lont no· .... usod by Pacific ElectriC i.¥l Gle!'ldlllc, 

and o;uscent this equip::lent Vlith ten new ,O-pacoensor ::lotor coachec. 

The oldest of thc equipmont ~cquiro~1 howcvcr, will be hele for 

special occaSions, zchool tril'Pc:'s, and time3 of o:o.ergency. City 

tines, howevor, intends to thoro~gr~y overbsul ell the o~ip~ent 

acquired from Pacific El~ctr1c and to put it in good mecr~1cal 

running ordo~. 

Tho C1~y tinC$ oxpocts to operato th1~ sorvico tor tho 

first year with a deficit or ZOtlO $9,000 (Ex21ib1t No.9); however" 

it expects that traffic ~~11 '00 increased sufficiontly so thnt t~s 

deficit will be chnnzeo. into a profit in about two yoars. !t 1$ the 

co~pa.nyr~ contention that due to ito ~ethods of operating ~~d ad-

(1) :E.Y..h1bi t "A f1 a/ctachcd to the :lppl1c2.t1on 1$ 0. mAP showing the 
bus lL~es proposod to be relL¥lqu1shod 'by Pacific Electric 
Ra.ilway Comp=ulY a..."'ld taken ovor '07 tho Glonds.lo City Lmes, Inc. 
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:n1ni::tro.:c1on" which will bo c~nd.ucted b:r Pacific City Linos, I.."'lc. 

for a foo of ~ pcr cent of tho gross rovonuo", tho co~ts will bo 

materially loo~ tr~ tho co~ts of providing tho o~e sorvice ~y 

Pac 1i'ic ::::lcctric. 1."tlO peroon."'lcl of tho PDoc1i'ic City L1noz" Ine. 

takes caro of tho o.d!:li."l1stration .a."ld D.udit:!.n3 of the. var1ou~ ope:-

o.ting compo.n10 s owned b,. it, 3.."lQ. O.S thl) nUl':lbor ot operating co:c

panios L"lcroasoz tho ~~L"l1str~tivo cost tor cech of thoso oporat~"lg 

companies tends to decre~se. 

Tho City of Glen~ale iz in cccord with the propozals con-

ta1ncd L"l the application. 

Glendalo City Lines, Inc. is c. co:-poN~;t1on o:-gc.nized Wlder 

the laws of tho State of California. It h~s 2n autho:-izod. co~on 

stock iszuo of S,OOO s~~ros of no #~r v~luo. Its Articlos ot . 

Incorporation do not provide tor ~~o issue of c.ny preforrod stock. 

In this npp11cation it asks porr:ission to issue o.t $100 

per sbAre, 1,200 shares of its co~on stock ~"ld usc the procoeds, 

to-wit: $120,000 tor tho following p'U!"pooos: 

To po.y tho purchaoc price ot Pccii'1c Electric Railway 
CO::lPn..."'lY' p:,opo:'t~.e s of $94,,000; 

To pay or~"lizntion dovelop~ent ex,on30e of $7,000; 

To mako 0. doym pc~~~t on 10 now co~c~s of $7,,00; 

To provide 0. worki."lS cc.p5.to.l of $ll,SOO. 

Ey.h1bi t No. 11 filod in this procood1.."lg shov:s tho. t tho 

$94,000 i~ ~cdo up of tho ~ollowing itoms: 

Lo.nd 
Building 
Motor couchos (29 in n~or) 

Apprc.i~od vo.luo 
Chlro.go <:>quipmcnt c.."ld toolz 
Oporatinc rightz 

Tot 0.1 

$lS,OOO.OO 
17,;00.00 

10.,677.C;0 
1,971.00 

L.9,OSl .. C;O 

~JOOO .. OO 

Section S2 of tho Public Ut11itioc Act ~pocii'ios tho pur-

posoc tor w!'lich the Rnilroac. Co:n:t.ission :o.y ~:ut'horizo c. public 
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uti11ty to issue stock" provided" ru:long other thi.."'lge" that in the 

opinion of the Co~ssion, the money" property" or labor to bo pro

cured or pald for ~y such lesue is reasonably required for the 

purpose or purpose$ specified in the order" ~"'ld that" except as 

otherwise per~itted L"'l the order in tho case of oonds, notes or 

other evidences of indebtedness" such purpose or purposes are not, 

in whole or in part, rea30~~bly chargeable to operating expenses or 

to income. Another provision of Section ,2 of the Public Ut1l1tie~ 

A.ct reads: 

~The Com:isslon shall have no power to authorize 
the capitalization of the ri~~t to be a corporation" or 
to authorize tho capitalization of any franchise or per
mit wr~tsoever or the right to o~n, o,erato or enjoy any 
such fr~"'lchiso or per=it, in excess o! the ~ount (ex
clusive of ~"'ly tax or ~ual charge) actually paid. to the 
State or to a po11t,ice~ subdivision thereof as the con
sideration for tho grant of ~uch fr~"'lchise, permit or 
right. ~ 

Moreover" this Co=mission tor ~"'ly years past, when sr~"'lt-

ing a certificate of public convenience and necese1ty to a co~on 

carrier" ha~ placed such carrior u~on notice that operative ri~~ts 

do not constitute a class of property which should be capitalized 

or used as ~"'l element of velue L"'l detor~ning r~~sonable rates. 

There is no evidenco bofor¢ U$ Showing how ~ch Pacific 

Electric Railway Company" or its predecossors 1n ~torest, have 

paid the St~te of California or its ,01it1cal subd1visionror any 

or the rr~~ch1ses or permits which it now proposes to tr~rcr to 

Glendale City Lines, Inc. It i~ not inc~bont upon the Co~~ss1on 

to produce such evidenco. L"'l the absonce or ~"'l1 evidence on that 

po1nt~ tho ontire ~ou.~t of $49,O~1.SO, ~hich GlendAle City Linos l 

Inc. proposes to pay ror operative rights" will be disallowod for 

tho purpo~o or issuing stock. Por the purposo or acquirL"'lZ Pacific 

Electric Ra.ilway Compo.ny propert1es" the order herein will authorize 

Glendale City tines, Inc. to issue 4,0 shares or stock of a stated 

value of elOO per sharo. If Glendale City L1n~s" L~c. recoives 
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for such stock more tha.~ $100 per =hare~ it =~ot crodit tho d~!er

ence between the l'r1ce which it receive.:: tor zuch stock a..~d $100 

per $~~re to Pa1d-in surplu~, and in tu.~ credit the a=~~t to ae

cou.~t 2900, Unea.~ed surplu~, and offset such exccs: by a charge 

to account 1,,0, Other 1nt~~gible capital. 

w. E. k~dersen, Secretary of Cit7 Line~, to:t1t1ed that 

the co~a..~y should de~osit $11,,00 1n a b~~k account for the purpose 

or establish1ng bo~Je1ng connections, and provide itselfw1th funds 

to establish its 'bus 1.~e s s. 

The testi~ony shows that ~11 the stock, which the Glen

dale City Lines, Inc. will "00 D.uthorized to iss'Ue, will be ac

quired by the Pacific City Li:les, L"'lc.. It further shows that the 

latter stands ready to ac~uire additional stock of the Glendale 

CitY' Line s, I."'lc. when tha.t compO-"'lY' needo stock procoedz to a.cqtl1re 

add1tio~~1 eqUipment. As L~dicated at present, it will ~cquire ten 

new motor coaches. These coaches will co:t about $75,000. Of this 

a.:nou.."'lt, $7, ,00 will be paid in cash .9..."'ld tho bala.."'lce v/i11 'be !ina.."'lcec. 

through the 1ssue of notes ~"'ld the execution of a mortgage. The 

note 1ssue and tho e~ecution of the mortgage arc not now bofore the 

CO:mn13sion. 

After considering tbc testicony stiO~tted I am or tho 

opL"'lion t~~t Glendalo City tL~ez, Inc. should be ~uthorizod to issue 

710 shares of it~ no par valuo comoon capital stock at not less than 

$100 per share, ~~d that it should be author1Z0d to u~e the procoeds 

rea11zed from the issue of 3aid stock to pay the cost of the proper

ties Which 1t w1l1 ac~u1re from the PacifiC Electric Railwny Company, 

to pay actual organization expenses~ to make a dovm payment o~ about 

$7,t;OO'on nevI :noto:' coaches, a!ld. j;>rovide itself with Sll,C;OO of 

Vlorking capital. 

A review of the entire record in this proceedinc leads me 

to the co~clusion t~t the transfer of rights ~~d proporty herein 
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involved is in public interest, therofore tho ~ollo~ing for.m of 

order i3 reco~~onded. 

ORDER 
-~---~~ 

Public hearings having boon held L~ this· procoed~~g, tho 

~tter hn.·/ing been sub::itted, lmo. it b~ino fou.."'ld that public con

venience ~~d necossity requiro the tr~"'lsror from Pacific Electric 

Railway Co:nps..."'lY to Glcndo.le Citj Lincs, I.."'lc. 0-: tl'le loca.l opera. tions 

in a.~d about the City of Glendale: 

PART I 

IT IS ~y ORDER...'!:j) that: 

I. PD.c1I'ic Elect:'ic Rs.il't!ay Company 1 a corporation, is 

heroby o.uthorized to tro.."'l:::tcr -:0 Glondc.lo City L1.."'lC 5, I.."'lc. , a corpo

ration, ~"'ld Glondale City Lines, I.."'lc. is herobj authorizod to ac-

quiro said operative rights o.nci pro,crty mentionod 1..'"1 t!l0 foregoing 

opinion, in accordonce wit!l the D.grooment filod !l.S Exhibit No.1" 

and to t!loro!l.fter opcr~te thereunder, subjoct to the tollov~ng con-

ditions: 

(1) The considero.tion to '00 po.id for tho proporty 
herein ~uthorized to be tr~"'lsrerred ~hall novor 
be urged 'bofore thi:l CO::ll.'lis sion or a."'lj other roto 
fixing body as t. l'll~o.st::"e of vc.lue of sc.1d. property 
for r~te fixing, or for any pu:pose othor than the 
tr~"'lsfer herOin Q,uthorized. 

(2) Applicant P~c1t1c ~loctric Ro.11way Comp~'"1Y shall, 
within thirty (;0) dAys a:f'ter the effectiv~ dato 
or this order~ ~'"1~ upon not less t~~~ ono. (1) day's 
notice to tho Co~~~~ion ~~d the pub11c~ withdraw 
n1l time schodules and t~riff3 apply1ng to its local 
zerv1ce in GlendAlo ~ filod 1.."'l its nn:lo, a."ld mko 
effective concurrently with t~r1!fs and tim~ sc~ed
ulo::l of GlondS).lo City Lino:3, !nc., 0.:3 horo l.."'lCU'tor 
prescr1bod. 

II. A certific~te· be ~d it iz hereby zrantod to GlondalG 

City L1ne~, Inc., Co pas::longcr sttlge corporc~t1on, to porfo~ loc!l.l 

passenger stage service within the City of Olcndtl.10 and territory 

contiguous thereto" :rubject to tao fol10vl1.."'lg conditions: 
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(1) 

(2) 

The service herein a.uthorized sho.ll CO!21ence w~,tJ:l!.."'l 
a period of not to oxceed s1xty(60) days rro~ the 
effective dato hereof. 

The service horoin autho::'izod s.."lall be placed into 
effect concurrently v:1 th tlw \\'ithdrawal of local 
pas30nge!" service by Pacific Electric Railway Compa.."1Y •. 

The service here~"'l autho::'iz~d $~all not '00 co::enced 
until ~here shall havo been establizhod, !~ confor=ity 
with the rules of this COln!:liesion, o. joint fa.re· a:
rangement between Pacific Electric Railway Co~pany 
and GlenCale City 1i..."10$, I."1c., for joint use of the 
lL"'loS of both carrie::'z by passen$o::'s traversL"'lg be
tween the Glendale local area ~~ LO$ ~~golesl at 
fares for such throu~~ ~as$a;e not to exceed those 
presently 1n effect by Pacific Electric Railway 
Compa.'lY. 

III. In the operation of said pa30enger stage service, 

pursuant to the foregoing cortificate, Glendale City LL"'los~ Inc. 

shall comply with and observe the to~low1r.g sorvico regulations: 

(1) Written accepta."'lco of the ~rt1ticnte herein g:':Jr.tod 
sh~ll be filed within a period of not to oxceo~ 
thirty (,0) days fro~ the d~to horeof. 

(2) Su'bjoct to the a:uthoritj of t~s Com::1ssion to cha.."lgo 
or modify such at any time by f'l.!l" ther o::,dor", Glond31c 
Cit y Lines, L'1.c. s..'-lull conduct ouch pc.ssenger stAoe 
operntio:ls ov~r ~"ld alone tho follovr.L'1.g doscribed 
routes: 

LTh"E NO .. 1 

From Fletcher Drivo ~nd Atw~ter Ave=uo", via At
wator Avenue Glond:t.le Eoulovc.rd", Sru."'l3VI1ck Avonuo ",. Los 
Feliz Road, S~"l ?ornando Road", ?~cific Avenuo", Bro~dw~y", 
Glondnle Avonue, Lox~~gton Drive, Vordugo Road, Chevy 
Chaso Drive .. a."'ld GlonoCl.ks Boulevarc., to Ash"ourton Plo.co; 
and return vic. reverso ot ~o.1d route. 

LTh"E NO.2 

Prom Verdugo Road ~"'ld Tov~o Avenue~ via ~ovnae Avonue", 
Canada Boulovardl Vor~go RoUd",Mountn~ Stroot

l 
Ross~oy.ne 

Avonuo,. Stocker Streot, Genova Stroot, Dor~"'l Stroot, 
J~ck$on Stroet, Eroadway" to Brand Boulevard; from Broad
way and Brnnd Boulevard" viC'. Broc.dway ~ Contral Avenuo", 
California Streot, PaCific Avenuo, KC~"'loth Road~ ~~"ld
vievl Avenue, Bel A1ro Dri VO, Elm Avonuo, ond :Mou.."'lta.in 
Streot to AltQoda Avenue. Rotu:-n vic. reverso ot said 
route to Verd.ugo Road, thonco Vordugo Road to Towne 
Avenue. 

Llt'E NO .. 3 

From Los FeliZ end Br~d Boulcv~d~ via Br~d 
Boulov&rd, Chevy Chaso Drive" Boynton Stroot, Palmor 
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Avcnuc~ A~3 Strcot 3 Carfield Avonuo, Verdugo Rocd~ 
Coloro.do Stroot, Brruld Eoulev:l.rd, to Eroo.d.",t\y ond E:'Elne. 
Boulev~d; from Eroo.dwo.y a..'"ld, Br~'"lCt Boulcvo.rc1" via Er.:.n.d 
Boulevo.rd, Vl11sor. Avonuo, Concord. Stroet, Glonwood. Ro~, 
r;th Stroet" Sonora. Avonue, Lo.ko Str~et,' ~rv1r..g Avonuo o.."'l.d 
Victory Boulov~d to Allon Avenue. 

From Victory Boulevard ~""d. Allen Avenuo, via Allen 
Avenuo, L~o Stroot 3 and reverse of ~~ov~ route to Palmor 
.and Boynton Stroet, tl':.onc<;) via. ~o.l:or Avenuo" Glend.c.le 
Avonue" and Lo~ FeliZ Ro~d. ·to Er~"'l.d Boulovf,~d. 

LINE NO. 1.:. 

From Olive Avenuo ~d. San For~4o Roae (nurb~k), 
via. Olive Avenuo~ Kc~.."eth Road, ~crvard Road, 10th 
Stroet, Alameda. Avenuo 1 Konnoth Roc.d, Po.cific Avonue,' 
C~11torn1~ Strect~ Con~rnl Avonuo ~d Broadway to Brand 
Boulcv~rdi from Brand Boulevo.rd via Brocdwo.y" SL'"lc1a1r 
Avenue and Wilson Avenue to Bro~ewo.y. 

From Broc..dw~y "-.,.'"ld Wilsor. l .. von"J.o" via. Bro:!odwo.y o.."ld 
return via. reverse of ~bovo routo. 

File in triplicate ~"'l.d concurrently r~o effective 
on not loss then ten (10) c.c.ys' notice to tho Com
m1ssion ~~d the ~b11c 0. t~1tt or t~riffs con
st:-ucted in accordo...."'lco with tho roquiro:lonts of 
tho COm:1i:Jsion' s GenerOol Orders e.ne. conto.1n1ng 
ro.tcs and rulos~ which in voluoc and effoct shell 
'bo 1dont1cal '/.'!th the ro.to!: O-~d. rules now on file 
by POocific Electric R~ilway CompO-"'l.Y for ~~1e 
loc~l ~orvico, in so f~r ns they conform to· tho 
cort1!1c~te hore1noeforo granted, or ro.tos a"'l.d 
rulos satisfactory to the Co=mission. 

PART II 

G1Gnd~e City t1nc3, Inc. h~ving asked POr.cis31on to 

issue 1~200 s~os of it~ no p~r co=mon capit~l stoc~ at $100 por 
.. 

sharo for tho purposos s'i:Ootod: in tho foregoing op1nion, and' tho 

Ro.ilroc.d C.o:n."lli.:;sion h<lvi.."lg cons1d.ored tho evidonco su"o:l1ttod 1n 

support of such :'OCl,uost o..""l.d it "come; of tho op:t..~ion thAt Clondn.l0 

City tines, Inc. should "00 pcr~ittodto issuc not oxcood~"'lg 710 

sr~rcs of its no p~ common c~pital stock ct not loss than $100 po:

sharo tor tho purposes horeL~ =tctoe~ that tho ~on0y, property, or 

lo.'bor to bo p:r-oc'1.'J:od or po.id for by tho 1!:suo of said stock 1: 

rco.sonably ro~ired for tho purposos s~¢ciried in this ordc~, and 

th~t t~~ exponditures for sOoid purposos Are not, in whole or 1n part, 
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rea.30na.bly chargeable to opero.t1.'"lg e:"?Onso3. or to income, th~o;rore 

IT IS REREBY FURTHER ORDERED that: 

I. Glendale City L1ne~, L~c. be, 4nd 1t 1~~ hereby 

a.uthorized to issue and. 3e1l on or bef"ore April 1, 1941, .at. not le3s 

tho.n $100 per shAre not exceeding 710 shares of 1ts no par CO:m:lon 

capital stock for the. purpo~e ot acquiring from the Pacific :electric 

Ra1lway Company, the properties to wh,ich ref6rence is ::ade L"l the 

foregoing opinion, to make a dovm pa.~nt of ~7,?00 on ten new 

:notor coaches", to PIlY orgtl.."l1zat10n expen~ez a.ctua.lly 1ncu:Ted,,' and. 

to provide working capital in the a.:ount ot $11,,?00. 

II. Glendalo City LL'"les, ~c. shAll tile v~th the RAil

road Commission reports as rcq:u1red. by the CO:mliseion' s General 

O:-der No. 24-A, which order, in so far as app11co.ble, is :no.de tl 

part· ot this order. 

III. This appl1c~t10n in 00 tar os it involves the issuo 

of 490 shares of stock be", ~"ld the same 1s~ hereby dismissed with

out pro judice. 

For all othor purposes the effoctive date of thi3 ordor 

shall be ten (10) days from tho dato hereof. 

The foregOing Op1n1on ~~d Order are horeby approved ~~ 

ordered filed as the Opinion and Oree~ ot the R~11ro~d CO~3sion 

ot the State or Cal1tor~1a. 

Datod a.t Sen Pranc1sco" C:/~1rornia" t.'lU: ;l;B4J-e.a:-; ot ---
DeC8cber .. 1940. 

--------~"---~----. ~ 
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