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Decision No. 33757

BEPORT TES RALIIZOAD COMMISSION & TEE STATZ OF CALIFCRINIA

In the Matter of the Application of PACIFIC ) .

ZLECTRIC RAITWAY COMPANY, a corporation, ) kol ANBONN
for permission to cell and assign certein ) { : H'Lﬂ*' o 4
operative rights and property and to with- ) O
draw from the rendering of certain local ) Application
service, all within Glcﬁdale, California, ) No. 23775
and of Glencale City Lines, Inc., for per- ) :
mission %o exercise sald operating rights )
and for an order auvthorizing the issuance )
of certain securities. )

TRANK KARR and C.. CORNELL, for Applicant Pacific
Zlectric Railwav Companz. _

C. H. HASBROUCX and DIZUE=R % DEL3RIDGE, by LEONARD
A. DIET""P. , Tor Applicant Glendale C;‘.ty ...ine.,, Inc.

AUBREY N. IRWIX, City Attorney, and A. L. LAWSON, Assist-
ant City Atuorney, for the City of Glendn’e, inter-
gstel pa.ty.
RAL’F‘V SWAGLZR, City Attorney, for t“e City of Burbank.
RAY L. CEZSZBRO, City Attorney, and FREDZRICK VON SCERADER,
Assistant Citv Ettorney, for the City of uos Angeles,
intereoted party.

W, P. NUTTER, D. E. SEEZTS and T. L. SYITH, for Brother-
nood of Railread Trainmen, intorested party.

K. CHEARLZES BZAN and STANLIY M. LANELY, for the Board of

Mblie Utllities and Urans po“tution of the City of
Los Angoles.

RIIZY, COMMISSIONER:

Tn this procoeling Pacific Electric-Railway Company,
sometimos hereinaftor referrcd to as "Pacific Slectric,” seeks
authority +0 sell certain operative rights and property, and to

- : _
withdraw fronm rendering certain local service in tho City of Glen-
dale, California, and Glerdale City Lines, Inc., horeinaftor some-

tizmes referred to as the "City Lines," sceks authority to oxercise

such operating rights and be authorizoed to 1zsue certain securities.
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A public hearing was held in this matter in Glondale on
November 1L, 19L0, at which time the matter was submitted for deter-
minet lon.

Az a part of its entire olectric rallway system in Cali-
fornia, Pacific Zlectric operates local bus service in thg City of
Glendale, a portion of which bus service, however, extends into the
City of Burbanli end Iinto & very swmall portion of the City of Los
Angeles.(l)

It 1s the provocal df the City Lines to acqu;re and oper-
ate the routes in Clendale and adfjacent torritory az nbw operﬁtod by
Paclific Zlectric at tho same rate of fare as now in effoct. Glen-
dale City Lines pronoses to onter inte joint tar:ff arranseﬁents

with Pacific Zlectric wheredby passongors may use both local linos

and Pacific Zlectric service to and from Loz Angeles without any

incroasé in fare.

In order to perform this sorvice the City Lines proposes
to use all of the cquirzment now used by Pacific Electric in Glendale,
and augment this equipment with ten new 30-pacséngor motor-coaChes.
The oldest of %he eqﬁipmeﬁt zequirod, howevor, will be held for
speclal occasions, schoel trippers, and times of omergency. City
Lines, howevor, intends to thoroughly overhaul cll the équipment
acquired from Paciflic Zlectric and %o put 41t in good mechaﬁital
running_order.

Tho Clty Lines expocts to operate this sorvice for tho
Lirst yoor with a deficit of somo $9,000’(Bxhibit No. 9); however,
1t expocts that traffic‘will'bo Increased sufficiontly so thaﬁ this
dofieit will We changéd into a profit in abbuﬁ two yoars. It is the

cozpeny's contention that due to Lts methods of operating and ad-

(1) ZExhidit "A" attached to the applicatioh is & map s‘owﬁng_the
bus lines proposod %o be relinguishod by Pacific Eloctric
Railwey Company and taken over by the Glondale City Lines, Inc.
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ainistration, which will be conducted by Pacilic City Lines, Inc.
for a foe of S per cent of thc gross rovenue, the costs will bo
materially less than the costs of providing the sane sorvice'by‘
Pacific Zlectric. Tho personncl of tho Pacific City Linos, Iné.
takes care of vho administration and auditing of the wvarious oper=-
ating companios owvned by it, and as tho_numbor of opofating cor-
panics Inereasos +ho administrative cost for cach of those oporatﬁng_
companics tonds to decrease, '

The City of Glendale 45 in accord with the Proposals con-
tained in the application. |

Glendalo City Lines, Inc. 4s o corporation orzanized wnder
the laws of the Staté of Califormifa. It hus an authorizod coﬁmon
stock Lssue of S,Ooo.sharés of no par value. Its Arficlés of -
Incorporation do not provide fof tho issuc of any »preferrod étock.

In this application it asks permission to 1ssuce ab $100
per share, 1,200 shares of 1ts common stock and use the procoeds,
to-wit:  $120,000 for the following purposes:

To pay tho purchaso price of Pacific Electric Railway
Company proporties of $9L.,000:

To pay organization dovelopment oxmonsos of‘$7,000;

To make a down payment on 10 now conches of $7,500;
To provide a working capital of $11,500.

Exhibit No. 1l f1lod in this procooding shows that tho

$9L.,000 %15 mede up of the following Ltoms:

Land $15,000.00
2uilding 17,300.00

Motor coachos (29 in nuxbor)

Appraised valuo 10,677.50
Garage ooquipmont and tools 1,971.00
Oporating rights .6,051,50

Total | $9L,000.00 _

Section 52 of tho Public TUtilitics Act zpecifioes tho pur-

poses for walch the Railroed Commission may authorize o pudlic

..5..




MH'.

Appl. 23775

, utiliti‘to issue stock, provided, among other things, that in the
opinion of the Commission, the money, »roperty, or labor to Yo pro-
cured or paid for by suck issue is reasonably roquired for the
PUrPOSe Or purposes specified'in the order, and thgt, excopt as
otherwise permitted in the order In the case of donds, notes or
other evidonces of indebtedness, such surpose or »urposes areé not,
1n whole or in part, reasonably chargeable to oporating eipeﬁses or
to income. Another provision of Section 52 of the Puhlic Utilitles
Act reacds:
"The Commission shall have no power to authorize
the capitalization of the right to be a corporation, or
T0 suthorize the capitalization of any {ranchise or per-
mit whatsoever or the right to own, operete or enjoy any
such franchise or permit, in excess of the smouwnt (ex-
clusive of any tax or sanual charge) actually paid %o the
State or to a politicel subdivision thereof as tho con-
sideration for the grant of such franchise, permit or
right." |
Moreover, this Commission for many years past, when grant-
ing a certiflcate of public convenience and necessity t0 a cormon
carrier, hac placed such carrior upon notice that 6porative rights
do not constitute a class of proporty which‘should be capiﬁalized
or used az an element of velue in detormining roeosonable rates.
There 1s no evidemce dbofore us showing how zmuch Pacific
Electric Railway Company, or 1ts prodecessors In intorest, have
paid the State of Califormnia or 1ts political subdivision for any
of the franchises or permits which it now proposes té transfer to
Glencdale City Lines, Ine. It iz not incumdont upon the Commission
to produce such evidence. In the absence of any ovidence on that
point, the entire amount of $u9,051.50,-which Glendale City Lirnes,
Inc. proposes to pay for operative richts, will be dizallowed for
the purposc of issuing stock. TFor the purpose of acquiring Pacifi
Zlectric Railway Company propertics, the order heroin will authorize

Glendale City Lines, Inc. to issue L50 shares of stock of a stated

value of $100 per chare. If Glendale City Lines, Inc. recoives
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for such stock ﬁore than $100 per share, 4t must credit the differ-
ence between the price which it receives for such stock and %100
per share to Pald-in surplus, and Iin turn credit the amount to ac-
count 2900, Unearned surplus, and offset such excess by a charge

o account 1550, Other intangibvle capital.

W. E. Andersen, Soecretary of City Lines, teocstilled that
the company should deposit 11,500 in a bank account for the purpose
of establishing banking connections, and provide itself with fﬁndz
to establish 1its businezs.

The testimony czhows that all the stock, which the Glen-
dale City Lines, Inc. will bo authorized to Issue, will Do ac-
quired by the Pacific City Linmes, Inc. It further shows that the
latter stands ready to acguire additional stock of the Giendale
City Lines, Inc. vhen that company needs cstock procoeds to acquire
additional eoquipment. As indicated at present, 1t will a&quire ten
new motor coaches. These coaches will cost about $75,000. Of this
amount; $7,500 will be paid in cash and tho valance will be financed
through the 1ssue of notes and she exocution of a mortgage. The
note Ilssue and the execution of the mortgage arc not now bofore %the
Commission.

After considering the testimony submitted I am of the
- opinion that Glendale City ILinez, Inc. should be authorized to Lssue
710 shares of its =o par valus common capital stock at not less than
8100 per share, and that it should be authorized to use . the précéeds
realized from the lssue of sald stock o pay the cost of tho propei-'
ties which 1t will acguire from the Pacific Zlectric Ralilway Company,

to pay actval organization expenses, t0 make a cdown payment of about

$7,500 on new motor coaches, and provide itself with $11,500 of

working capltal.

A review of the entire record Iin this proceeding leads mo

to the conclusion that the transfer of rights and proporty heréin
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involved is In public interest, thorofore the following form of

order is recommonded.

Public hearings having been hold in this procooding, the
matter having beén subm ttéd,‘and it being found that public’con-
vonience and neecossity roguiro the transfor froh Pacific Zlectric
Railwaj Company to Glendale City Lincs, Imc. of the local operations
In and about the City of Glendale:

PART T

IT IS ZZREBY ORDERED that:

I. Pocific Electric Raillway Company, a corporation, is
heroby ocuthorized to traﬁsrer o CGloncalo City Lincs, Inc., a corpo-
ration, and Glondale City Lincs, Inc. %4s hereby authorized to ac-
quire sald operative rights and proyerty montionod in the foregzoing
opinion, in accordance with the agrcement filod as Zxhibit No. 1,
anc to thoreafter operate thereunder, subjoct ﬁo the following con-

ditions:

(1) The consideration to be paid for tho Property
hercin authorizod o bBe transferred shall nover
bo urged bofore this Commission or eny other rato
fixing Yody as 2 moosure of value of seid proporty
for rate fixing, or for any pwpose othor than the
fransfer heroin authorized. '

Applicant Pacific Zlectric Railway Company shall,
within thirty (30) days after the offectivo daso

of this orcer, and upon not loss than one (1) day's
notice to tho Commission and tho pudblic, withdraw
2ll time schedules and tariffs applying to its local
service In Glondale, filed 4in 4tz name, and mako
effective concurrently with Sariffs and timo schod-
ulos of Glendele City Lincs, Inmc., 23 horeinaf<or
preserivod.

II. A cortificato be and 1t is hercby grantod to Glondale
City Lines, Inc., o passenger stage corporation, to porform local
paszengor stage service within the City of flendale and territory

contiguous theroto, subject Lo the following conditions:
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The sexvice herein authorized shall commence within
a period of not to exceed sixty (60) days from tx
effective date horeof.

The service herein authorized shall be placed into
offect concurrently with ths withdrawal of local -
passonger service by Pacific Zlectric Rallway Company.

The service herein authorized shall not be commenced
wntll There shall have been cestablishod, in conformity
with the rules of this Cormission, 2 joint fare ar~
rangemont between Pacific Zlectric Railway Company
and Glendele City Lines, Inc., for joint use of the
lines of both carrierz by passengers traversing be-
tween the Glendale leocal area axnd Los Angoles, ab
Tares for cuch through passsaze not to exceed those
gresently In elfect dy Pacific Electric Railway
ompany.

III. In tke operation of said passenger stage service,
pursuant to the foregoing cortificate, Clendale City Lines, Inc.
shall cemply with and observe the following sorvice regulations:

(1) Written accoptance of the cortificate herein grantdd
gholl be £iled within a period of not to ¢xceod
thirty (30) days from the dato hereof.

(2) Subject to the authorits of thts Commission to chango
or modify suech at any time by fwthor order, Glondale
Clty Linos, Inc. shall conduct such passenger stage
opegations over and along tho following doscribed
routes: ‘

NO. 1

Prom Fletcher Drive and Atwater Avemuo, via At-
wator Avenue, Glemdale Boulovard, Srunswick Avonuo, Los
Feliz Road, San Fornando Read, Pacific Avenuo, Broadway,
Glendale Avenue, Lexington Drive, Verdugo Road, Chevy
Chase Drive, and Glenoaks Boulevard, to Ashburton Place:
and return via reversec of sald route.

NO. 2

From Verdugo Road and Tovme Avenue, via Towne Avonue,
Canada Boulovard, Verdugo Roud, Mountain Stroot, Rossmoyne
Avonue,. Stocker Street, Genova 3troet, Doram Stroet,
Jackson Street, Broadway, to Brand Boulevard; from Broad-
way and Brand Boulevard, via Irocdway, Contral Avenue, .
California Strect, Pacific Avenuo, Xeanoth Road, Grand-
view Avenue, Bel Alre Drive, Elm Avonue, and Mountain
Streot to Alamoda Avenue. Roturn via reverso of sald
route to Verdugo Read, thenco Vordugo Road to Towme
Avenue.

LINE NO. 3

Frow Los Feliz and Brand Boulevard, via Brand
Boulevard, Chevy Chase Drive, Boynton Stroct, Palmer
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Avenue, Adoms Streot, CGarfield Avenue, Verduge Roeed,
Colorado Street, Brand Boulovard, to Broadway and Brand
Boulevard; from Broadway and Brand Bovlevard, via Brand
Boulevard, Wilson Avonueo, Concord Stroet, Glonwood Road,
5th Street, Sonora Avonue, Lake Street, Irving Avonuo and
Victeory Boulovard to Allon Avenuc.

From Victory Bouloverd and Allen Avenwo, via Allen
Avenue, Lako Stroet, and reverso of chove route to Palmor
and Boynton Stroct, thonce via Polmor Avenue, Glendale
Avonue, and Los Fellz Road o Brand Boulevard.

No. L

From Olive Avomnuo and San Fornando Road (Burbank),
via Olive Avenuo, Kemmetn Road, Farvard Read, 10th
treet, Alamoda Avenuo, Konneth Rond, Pacific Avenue,
California Strect, Central Avonue and Broadway to Brand
Boulevard; from Brand Boulovard via Brosdway, Sinclair
Avenue and Wilson Avenue ©o Broadwav. :

From Brosdway onéd Wilson Lvonue, via Broadway and
refturn via revorse of above rouvto.

(3) Pile in triplicate end concurrently meke offective

on not lcss then ten (10) days' notice to tho Con-

mission and the public 2 tariff or tariffs con-

structed In accordange with the roquiroments of

tho Commission's General Ordors and containing

rates and rules, which in volume and offect shall

be Ldentical with the ravcs and rules now on file

by Pacific Zlectric Railway Company for said

local service, in so far as they conform to tho

cortificato horeinbefore granted, or rates and

rulos satisfactory to the Commission.

‘ PART II

Glendale City Lines, Inc. having asked pormission %o
lssue 1,200 shares of 1%s no par common capital stock at $100 por
sharo for the purposocs stated in tho forogoing opinion, and the
Rollroad Commission having considerod the cvidence submitted in
support of such requost and 4% boing of tho opinion “hat Glondalo
City Lincs, Inc. should be pormittod to issuc not oxeooding 710
charee of 1ts no por common capital stock ot not loss than $100 pew
sharo for the purposos horoin stated, that tho mbney,'property;'or
labor to be procurcd or paid for by tho Lissue of said stoek 4z

rcasonabdbly roquired for the purposcs specificd in this order, and

that tho exponditurcs £or said purposss aro not, In whole or Iin part,
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reasonably‘chargeable To operating expenses or to income, therefore

I7 IS IEZREBY FURTHER ORDERED that:

I. Glendale City Lines, Inc. be, and it Lg, hereby
authorized to issue and sell on or before April 1, 1941, et not less
than $1od per'shafo not exceeding 710 shares of its norﬁarrcommon
cdpital stock for the.purpose.of acquiring from the Pacific Zlectric
Railway Company, the properﬁies to which reference is made in the
foregoing opinion, to make a down payment of $7,500 on ten new
motor coaches, to pay organization expences actually‘incurred,'and
to pbovide wbrking c#pital in the_amwunt of $11,500.

II. Glondale City Lines, Inec. shall f1le with the Rall-
road Commission reports as required dy the Commission's General
Order No. 2L-A, which order, in so far as’applicable, 43 mado a
partvof this order. | |

III. This application iIn so far as it involves the iLssue
of L90 chares of stock be, and the same 3, heroby dismissed with-
out projudice, |

For all othor purposes the effeetive date of this ordor
shall be ten (10) days from tho dato hereol.

The forogoing Opinion and Order are horebdy approved and
ordered file¢ as fhe Opinion and Order of the Railroad Commission

of the State of California. '

Datod at Soan Francisco, California, this 2p5 day of

December, 19L0.
Ay &
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