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Decision No.“"z 9

BEFORE THE RATLROAD COMMISSION CF TEE STATE CF CALIFORNIA

In the Matter of the Application of
F. M. SNELL, doing business under
the fictitious firm rame and style
of Sen Bernardino-Eighland-Pation
Motor Coach Line, to sell, and AIR
SERVICE TRANSIT, INC., a corpora-
tion, to purchase, a passenger stage
lire operated vetweern San 3Bernardino
and Past Highlexds, California;

AIR SERVICE TRANSIT, INC., a corpora-
tion, to issue securities;

ATR SERVICE TRANSIT, INC., a corpora-
tion, for a certificate of public
convenience and necessity;

Application No. 26157

F. M. SNELL, doing business under the
fictitious firz name and style of

San Bernardino-Highland-Patton lLioter
Coach Lire; AIR SERVICE TRANSIT, INC.,
% corporation; and SAN BERNARDINC
VALLEY TRANSIT CCIPANY, a corporation,
for authority to execute transfer
agreements;

AIR SERVICEZ TRANSIT, INC., a corpora-
tion, and SAN BERNARDINQO VALLEY TRANSIT
COMPANY, a corporation, for authorily
to execute coperating egreement;

AIR SERVICE TRANSIT, INC., a corpora=-
tion, for directions with respect to
accounting practices.
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)

WILLIAM GCUTHRIE, for Alir Service Transit, Inc.
F. M. SNELL, in propria perscna.

W. C. SECCOMBE, Mayor of San Bermardino, Interested
Party.

COLONEL S. S. WINSLOW and CAPTAIN W. D. EANSON, for
San Bernardino Army Air Depot, Interested
Party.

A. W. POOLE, for San Bernardino Chamber of Commerce,
Interested Party.

CRAEMER, Commissioner:
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In the zain, this application deals with the matter of
revising and improving the passenger stage service between San
Bernardino and the San Bernardino Army Air Depot which is loceated
some three miles east of the business center of the city.

A public hearing was conducted in this proceeding av
San Bernardino, Jurne 1, 1944, and it is now ready for decision.

There are a number of agencies involved in this proceed-
ing; for convenience, they will hereinafter scometimes be referred
to as shown in the margin.(l)

The applicatiorn sets forth six specific items for
deterrnination, each of which constitutes 2 pert of the proposed
revised general transportation plan to serve the Depot located
tolthe south of Third Street and east of Tippecanos Street, as
well as the Troop Training Area located about one-half mile north
of the Depot and east of Victoria Avenue.

The Depot is now served by both Snell and the Valley
Transit. Under the proposed plan Srell will sell his operative
right over Third Street, which now serve the Depot and Eest High
land, end that portion of his equipment used in this operation to
Air Service, which was recently incorporeted to conduct e trans-

portation service in the San Bernardino Area. Thereafter, it is

(1) For convenience F. M. Snell, doing business under the ficti-
tious firm neme and style of San Bernardino~Highland-Patton
Motor Coach Line, will sometimes be referred to as Snell;
Alr Service Transit, Inc., &5 Air Service; San Bernardino
Valley Transit Company, as Valley Transit; Gladys Porter and
Elizabeth M. Sehilliirg, doing business under the firm name
and style of Gate City 3us line, as Gate City; and, San
Bernardino Army Air Depot, as Depot.
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provosed to serve the Depot througk a joint operation between the
ALlr Service and Valley Transit, both of which are under the same
ranagement and control.
The purchase price of the Snell interest is $27, 500,
segregated as follows:
Operative rights (as authorized by Dec. No. 34800)% 50.00

Cood Will and going concern 10,110.46
Equipment (5 buses and 1 bus traller and tractor) 17,339,54

Total $27,500.00
Exhibit Ne. 3, prepared by Senn W. Porter, associate
engineer of the Coamission's staff, shows the estimated present
day replacezent cost of the equipment proposed to be transferred
to be $§17,000.
ALr Service hras agreed to pay for the properties $27,500.

The original plan of financing this transfer was modified in an

azended epplication to provide that §l&JOOO 16 Payable in C&Sh,

the balance of $13,500 18 to be represented by two promlissory
notes payable to F. M. Snell. One note for the principal sum of
$10,000, without interest, is vayable in 1l equal monthly install-
ments, the last installment to dbecome due and payable 11 ;onths
after the date of such note. The other note for 33,500, without
interest, 18 paysble 24 months after date. Air Service needs

no authority Irom this Coamigsion o ilssue the $1C,000 note.

The Lssue of the $3,500 note will be authorized by the Order .

herein.
Alr Service asks permission to issue and sell 20 shares

of 1ts commor captial stock at $100 per share and to issue to tae
American National 3ank of San Bernardino its note in the principal
sun of $12,000 securcd by a chattel mortgage. The note to the
American National Bank of San Sernardino ls payable in 24 monthly
installments with interest at the rate of 6% per annum. The
$14,000 which Air Service will obtain through the issue of the
stock and the rnote to the Amcrican National Bank of San Bernardine
will be paid to F. M. Snell as the initial cash payment on the

purchase price of his propertics.
..3-




A. 26157 ﬁ-t

Mr, Snell testified that gross revenuc for the year 1943,
received from the operation of the Third Street line involved in
the transfer proposed herein, was approximately $£50,000 and the
operating expenses $41,000, leaving an operating income of #9,000.
This service as it is now conducted was first operated irn February,
1942 and has shown a continued increase in business since its
inception. Mr. Snell further testified that, in his opinion, the
property and rights proposed to be transferred were worth much
more than the agreed price of $27,500 dbut he was willing to accept
this amount primarily for the reason that hls son, whom he deperded
upon t¢o handle the detail of the office and operations, had jolned
the armed forces which left him with more work than he could
hendle by himself. : /

Mr. Guthrie, president of Air Transit, Inc;, testified
he had checked Mr., Snell's c¢stimate of operating income and
reached the conclusion thot under unirfied operation the amount of
the operating income would de moterially Increased.

Ucder the proposed coordincted plan of operation the Air
Service proposes to adopt thec present fare structure of the Valley
Transit to the effect that the fare between San Bernardino and the
Depot, on the lines of both the Valley Transit and Alr Servicé,
will be as follcws:

Cash fare 6 cents

Commutation tickets in lieu

of 6¢ cash (20 for $1.00) 5 "
Commutation tickets in lieu
of 10¢ cash (10 for 90¢) 9 "
These rares include a free zone transfer between Scell, Alr Séfvice,
Valley Transit and Gate City. This trensfer arrangement artofds
the passenger the privilege of using the lines of two carfieré, in

traveling in the same general direction, within e single zons,

-l
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upon the payment of one fare. The proposed rate structure involves
an increase of 1 cent in the czsh fere to that portion of the
public now traveling on the Snell line, between the business center
of San 3ernardino and the first gate of the Depot near Tippecance
Street. This cash fare is now 5 certs and under the proposed plan
it will be 6 cents. Such passengers, under the proposed plan,
can avall themselves of a 5-cent ride through the purchase of
tickets.

Mr. Glasscock, pfesident of Valley Traznsit, testified

that the representative of the Office of Defense Transportation,

stationed at Los Angeles, had considered the proposed plan of 2
consolidated operation between the lines of the Valley Transit znd
Alr Service and was in favor of this progrea in the interest of
making greater use of the aveilable facilities, ard providing an
improved service through coordinated operation. NMr. Glasscock
estimated that, on the average, 780 passergers will have their fare
increased 1 cent per day which will ameunt to $7.80, as contrasted
with 556 passengers who will Ye relieved of paying 2 second 6-cent
fare which will cmount to a saviag of $33.36 per day.

The proposed one-half nile extension along Victorla
Avenue to the north of Third Streect Ls to serve the so-called Troop
Training Arca where a substantlicl number of army men are 1ow sta-
tioned. There is no public transportetion to this area.

Mayor Seccombe of the city of San Bernardino testified In
support of the granting of thils application. HEe eXpressed the
view that the proposed plan Is a step toward o consolldated local
transportation service for the ¢ity and adjacent territory which
wes very desirable from a pudblic standpoint, and that the one cert

increase in the cash fare to thet small portion of the public

5
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traveling between downtowr Sen Bernerdino and the first gete of
'the Army Alr Depot is more than offset by the transfer privilege
afforded the general public, with the attending substential
reduction in feres. Ee also expressed the view that the con-
solidated plan of operation would result in a more efflicient and
better service to the public, in thet the headway of the two systems
could bBe adjusted orn a2 unified busis es compafed with an opera-
tion where two competing corriers have no such arrangement, which
results in considerable wasteful duplicetion.

Mr. A. W, Poole, representing the San Sernardino
Chember of Commerce with a membership of some six hundred, testi-
fied that the membership favored the granting of the epplication
largely for the recasons pointed out by the Mayor.

Capteirn W. D. Hanson, Chief of the Traffic Section of
the Army Air Depot, testified that it was his responsidility %o

study the_transportation requirements for the Depot which he hed

done, and, after some negotistious and urnderstendings with the
management of the pearties iavolved, kad reached the cornclusion
that the proposed plen of operstion should result in a materiel
improvement in the service. Therefore, he supported the greating
of the application. KHe also commented on the advantege of the
trensfer arrangement as a step toward ¢ unified service for the
ares and, perticularly, treffic to the Depot. He 1s now negotiet-
ing a revised plan of bus operetion witkin the Depot grounds which

will carry the riders nearer their place of employment.
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Under the proposed congolidated plan of operation there
will be available the following equipment:
Valley Transit
19 buses now in cervice
S buges noet now in an operating condltion
Alr Service

5 buses in serviceable conditieon
1 tractor and trailer

A review of thls record leads to the conclusion that 1T
is in the public interest to authorize the transfer proposed

herein from the standpoint of service and efficlent operation.

“Applicant, Alr Service, requests the Commission to
prescrive a period of time in which to amortize EEE—EBXEEEEEEEﬂ_
involved herein. The record shows ﬁhat The age of the equipzent
proposed To be Transferred varies from Ttwo To nine years; three
pieces were purchased in 1942, one in 1939 (secondhand) and two
ir 1935 (secondnand). In view of the fact the operation involved
ig more or less of a speclal service to the Depot, the patronage
of which will undoubtedly materially degrease or disappear with
the curtailment or discontinuance of activ;;ies at the Depot, and
the further fact that this operation will be conducted ﬁnder pre-
valling condlitions witk the atiending heavy loads and war-tize
standerd of maintenance, L1t appears reasonable; to authorize
applicant, to depreclate the "wearing value" of this equipment
purchased over a reasonably short period ofuyiqe,,to'the effect
That such equipment purchased in 1835 and 1939 nay be depreclated
over a period of two years and the equipment purchased in 1942
may e depreclated over a period of t;rec years fromn the date of
this order.

If Adlr Service pays FooM Snell more than $17,500 for
thne properties and operative rights and business.to which reference

1s zmade 1n this opinion, Lt must ckharge the azount in excess of

such payment to Account 109. Other Debit Accounts, and amortiy

ﬂhl
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sald amount within three years after the date hereof by charges
to Account 315, Miscellaneous Charges to Incoaze, |

The action taken herein shall not be construed to be a
Tinding of value for any purpose other than the proceeding herein
involved.

Alr Service Transit, Inc. 1s hereby placed upon notice
that "operative rights" as such do not conszitute a class of
property which may be capitalized or used as an element of value
in rate-fixing for any cmount of momey in excess of that originally
pald to the State as the consideration for the grant of such
rights. Aslde from thelr purely permissive aspect, they extend
to the holder a full or partial monopoly of a class of business
over a partlicular route. This monopoly feature may be changed
or destroyed at any time by the State which is not in any respect

limited To the number of rights which may be given.

Public hearing on the above-entitled application having
been had and based upon the record and findings contained in tke
foregoing opinion,

IT IS ORDERED:

(1) That F. M. Snell, an irndividual, may on or before
October 1, 1944 transfer to ALr Service Transit, Inc., a cor-
poratlon, and the latter may acquire the certificate of public

convenlence and necessivy granted to ssid Snell under the authority

of Decislon No. 34800, dated Decexzber 2, 1841, 4in Applicatidn No.

24879, together with auto stage equipment and other properties
. desceribed in Exhibit No. "3" attached to the application.

(2) That a certificete of public convenlence and
necessity ls nereby granted Alr Service Transit, Inc., a corpo-

ration, authorizing the establishment and operation of service as
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a passenger stage corporation, as defined in Section 2% of the
Public Utilities Act, for the transportation of passengers over
and along Victoria Avenue, in Eest San Bernardino, between the
intersection of East Third Street and Victorla Avenue and the
Troop Training Area entrance gate which is located at a point
approximately one-half mile north of Third Street. Such certi-
ficate is to be consolidated with the operative right granted
to Alr Service Transit, Inc. irn paragraph (1) above.

(3) Thet Air Service Transit, Inc., Sen Bernardino
Valley Transit Comparny, Gladys Porter and Elizabeth 1. Sehilling,
ére authorized to enter into'the transfer arrangement as outlined
in Exhidbits Nos. "F" and "G,™ attached to the applicetion.

(L) That Air Service Transit, Inc. and San Bernardino
Valley Transit Company are authorized t¢ enter into the operating
agreement ss set forth in Exhidit No. "H, " attacked to the appli-
catlon. |

(5) Thet in providing service pursuant to the authority
herein granted, the parties shall comnly with and observe the

following service regulations:

(a) Applicant Alr Service Transit, Inc. shall file
a written acceptance of the certificate herelin
ranted within a period of not to exceed thirty
30) days from the effective date hereof.

Applicants shall comply with the provisions of
Gencral Order No. 79 and Part IV of General
Order No. 93-A by riling, in triplicate, and
concurrantly neking effective, tarifls and time
tables satisfactory %0 the Commission within
sixty (60) days from the effective date hereof
end on not less then one (1) day's notice to
the Commission and the public. Sald tarliffs
shall contain rates es set forth Iin Exhibdlt No.
*E," attached to the application.
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(¢) Applicznts Smell and Air Service shall notify
this Commission within ten (10) days of the
actual date of the transfer.

The Commission is of the opinior thet the money,
property or labor to be procured or rald for by Alr Service
Transit, Inc. through the issue of the stock and notes herein
authorized is reasonadly necessary by Alr Service Transit, Inc.
for the purposes hereln stated; that the expenditures for said
purposes are not, In whole or in part, reasonadbly chargeadble to
operating expenses or to income, therefore,

IT IS FURTHER ORDERZD:

(6) That Alr Service Transit, Inc. be and it hereby is
authorlzed to issue, after the effective dete hereof and on or

before November 1, 1944, at not less than the per value thereor,

twenty shares ol 1ts common capitel stock and use the proceeds to

pay Iin part for the propertiecs which it has ugreed to purchase
froa ¥, ¥, Snell.

(7) That Air Service Transit, Inc. de and it heredy is
authorized to issue, after the cffactive date hereof and on or
before November 1, 1944, to Americzr National Bank of San Bernsrding,
its promissory note in the amount or not cxceeding $12,000 and’
segure :he pavaent of said notec by the execution of a chuttel
nortgage said note and said chattel mortgage to be in substantially
the sazme form as the note and chattel aortgage on file in this
application as Exhibit No. "C." Saild &dir Service Transit, Inc.
shall use the proceeds realized tarough the issue of sald note to
pay in part for the propsrties which it is aecquiring from F, M.

Snell,
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(8) That Air Service Transit, Inc. be and 1t hereby

1s authorized to issue to F. X. Snell 1ts prozmlssory, non-interes?t
besring note in the amount of $3,500 as part payzment for the
properties which it has agreed to acquire from 7F. M. Sneli.

(9) That L Alr Service Transit, Inc. acquires sald
properties from F. M. Snell at & cost iz excese of §17,500, it
shall charge such excess purchase price to Account 109, Other
DebitlAccounts, anéd amortize the same within three years after
the date hereof by charges to Account 315, Miscellaneous Charges
to Income.

(10) That Air Service Transit, Inc. is asuthorized to
depreclate the "wearing value® of the equipment involved 1n the
transfer authorized herein in accordance with the schedule set
forth in the foregoing oplinion.

(11) That thc authority herein granted will become effec-
tive when Air 3ervice Transit, Inc. hes palid the fee required by
Section 57 of the Public Utilitles Act, wkick fee ls Twenty-five
($25) Dollare.

The foregoing opinion and order are hereby approved and ’
ordered filed as the Opinion and order of the Railroad Comalssion
of the State of California.

Dated at ¢5¢ZV California, this /2‘ -

@Uf .a-oj- , 1944.
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RAILRCAL COMMIBSION
TATK or OM.MOvAMA
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