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Decision No. 

BEFORE THE RAILROAD COMMISS::ON OF T:::: STATZ OF CALIFORNIA 

In the 1~tter of the Application of FLOYD ) 
B. PEARSON, doing business under the name ) 
and style of Palo Alto Transit, to sell, ) 
and FRANX J. KNAPP and JOHN P. DEMETER, ) 
doing business under the name and style ) 
of Palo Alto City Lines, to p~chase, ) 
automobile passenger operative right no'" ) 
being conducted in the city of Palo Alto ) 
and between Palo Alto, North Palo Alto, ) 
United States Veterans! Hospital and in- ) 
termed1ate points. ) 

BY THE COMMISSION: 

OPINION -----"--

Application 
No. 23973 

Floyd B. Pearson, dOing business as Palo Alto Transit~ 

has petitioned the Railroad COlrJnission, for an ord~r approving the 

sale and transfer by him to Frank J. Kr~pp and John P. Demeter, 

of an operative right for the transportation of passengers be

tween cert3in points in the vicinity of Palo Alto. Frank J. Knapp 

and John p~ Demeter have petitioned for authority to purcr~se and 

acquire said operativ~ right and hereafter to operate thereunder. 

The sale and transfer is to be reade in accordance with an agree

ment, a copy of which, marked Exhibit f1A,tr is attached to the 

application herein and made a part thereof. 

The consideration to be paid for the property herein 

proposed to be transferred is given as $18,000, of which sum 

$17,000 is declared by applicants to be the 'value of the equip

ment and $1,000 is declared by applicants to be the value of the 

operative right .. 

.. 
-.1.-



Appl. .2.13 .. RLC 

The operat.ive right herein proposed to be transferred 

was created by Decision No. 30005, dated August 9, 1937, on 

Application No. 21349. 

This does not appear to be a matter in which a public 

hearing is necessary. The application ,11111 be granted .. 

Frar~ J. ~~pp and John P. Deceter are hereby placed 

upon notice that "operative rights" do not constitute a class 

of property which should bPo capitalized or used as an element 

of value in determining reasonable ratp.s. Aside from their purely 

permissive aspect, they extend to the holder a full or partial 

monopoly of a class of business over a particular route. This 

monopoly feature may be chang~d or destroyed at any time by the 

state which is not in any respect limited to the num~er of rights 

which may be given. 

o R D E R - - - _ ..... 

I! IS ORDERED that Floyd 3. Pearson is hereby author-

1zed to transfer to Frar..k :r. Xna,p and Joh."'l. P .. Demeter, and 

Frank J. Kr~pp and John P. Demeter are hereby authorized to 

acquire the operative right referred to in the foregoing opinion, 

in accordance with the terr:s of the agreement marked :£xhibit "A" 

attached to the application her~in, and hereafter to operate 

thereunder, subject to the following conditions: 

1. T~e authority herein grant~d shall lapse and be 
void if applicant sh~ll not have complied 'llri th all 
the conditions within th~ periods of time fixed herein 
unless, for good cause shovln, th~ ti~e shall be ex
tended by further order of the Commission. 

2. lhe consid~ration to be paid for th~ property 
her~in authorized to be transferr(-!d shall never be 
urged before this Commission, or any other rat~ fixing 
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body, as a measure of value of said prop~rty for rate 
fixing, or for ar.y p"Jrpose other than the transfer 
herein authorized. 

3. Applioant Floyd 3. Pearson shall within thirty (30) 
days after the effective date of the order herein, and 
upon not less than five (5) days' notice to the Commis
sion and the public, unite with applicants Frank J. 
Knapp and John P. Demeter in common supplement to the 
tariffs on file with the Commission covering the serv
ice giv~n under the operative right herein authorized 
to bp, tran~feorred, applioant Floyd B. Pearson withdraY/
ing, and applicar.ts Frank J. Knapp and Jor.n P. Demeter 
accepting and estab11shi~g such tariffs and all effec
tive supplAments ther~to. 

4. Applicant Floyd B. Pearson shall within thirty (30) 
d&ys after the effective dat~ of the order herein, and 
upon not less than five (5) daysf notice to the Commis
sion and the public, withdraw all time schedules filed 
in his name with the Railroad Commission and applicants 
Frank J. Knapp and John P. Demeter shall wi thin thirty 
(30) days after the effective date of the order herein, 
and upon not less than five (5) daysf notice to the Com
mission and the public, file in triplicate, in their own 
name, time schedules covering service her~tofore giv~n by 
applicant Floyd E. P~arson which ti~e schedules shall be 
satisfactory to the Railroad Commission. 

5. The rights and privileges herein authorized may not 
be sold, leased, transferred, nor assigned, nor service 
thereunder discontinued, unless the written consent of 
the Ra1lroad Commission to such sale, lease, transfer, 
assignment or discontinuance has first beer. obtained. 

6. No veh1cle may be operated by applicants Frank J. 
~~app and John P. Demeter unless such vehicle is owned 
by said applicants Or is leased by them under a contract 
or agreement on a basis satisfactory to the Railroad 
Commission. 

The effective date of this order shall be the date hereof.. 

Dated at San FranCiSCO, California, thi~ 4-'-.z day of , 
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