
• 
Decision No. 38464· 

BEFORE THE RAILROAD COMMISSION' OF THE STAlE OF CALIFORN'IA, 
, ' 

In t'he Mat't:er of the Application: ), 
, , 

of 

RIVERSIDE: X~~SIT' LL~ES, a cor-
?oration, 'to f~,sue securi,ties; 

· )' 
· · ) 
.: · ) 
· .' )+ 
· · ) 

w.~ PAOt: BOTLER, to s~ll, a.."'ld 
RIVERSIDE TRANSIT LINES, a' cor-
pqration, to purchase', passenger, 
stage lines operated in the City 
of Riverside and- adjOin1ng~ arei:l.s; 

, , ) 
RIVERSIDE'TRANSIT LINES, a' cor- :' 
poratfon, for directfons with ), 
respect' to accounting practices. : 
--~-~~----~~-------~ 

BY THE COMMISSION: 

Application 
No~ 27077' 

This is an application for ~~ orde~ of the R~11ro~d 

coirunissf6n authorizing W. Paul Butler to sell passe~er stage 

operative rights and properties to Riverside Transit Lines, a 
, , 

corporation; authoriZing Riversid~ T~ansit ~ines to ~ssue and 

sell; at par, $12,900 of its capital stock and directing Riv-

erside Transit Lines to charge prescr~bed s,ums for depreciation 

of equipment. 

The application shows that W·. Paul Butler is engaged 

in the op'eration of passenger stage l1nes in, and in the vic-

inity of; the City of Riverside; t~t heretofore he has ~n 
gr<trited certificates of public 'convenience and nec-es,s1 ty by 

thl:s Comt:l1ss1on by Decision No. 34756, dated November 12, 3:941" 
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A.27074.2 M1Jrw 
" , 

and by Decisio~ No. 35514, date~ June ~3, 1942; and that he 
, . 

now dczircs to sell said cer~ir1cates, toge~~er with nine units 

of automotive equipment, to Riverside Transit L1nes~ a corpor~· : ~ " ~ . : .I~ ".;' 

t10n recently organized for the purpose of receiving such 
.~ ." I .. '" ~ . . .. 

property and 'thereafter of, conducting, the ope~ations •. 
I,' • I ... '. ~ .. ..•.• I • • • 

The consideX"a tion to be paid for 1ihe properties t'o' , , , 
.. , I ' ~ 

be tr:msferred is the sum of $17,500" allocate,d,as, follows: 
" j ' • • • 

.. 
Equipment 
Certificates of public 

'conveni enc e . , ' 
Goodwill 

Total 

. ' 
Descr1pt:;on: 

One 1942 GMb"> b.~.E'.' with Crown 
Custom.: built bod.y,: 32. passehg'ers 

, , 

One 1942 GMC, C.O.E. tractor with 
ryO 6~e~gfigQF sQml~tFa~l@r bOdY" 
. . . , ',. 

'" '\, • I 

One'~94~' Chevrolet, conventiona~ 
type w1~~ Wayne 'body, 32 
pass,engers'., . • ~., 

One 1936 GMC, 22 passengers 

Two 1936 ~Coachcs" XR 3~ 

One" GMC~ 1936" Model 714 

$~7,259 

200 
5Q· 

$17,500·' 

Ceiling Pri-ce: ," ...• ' . . .... . . ~ 

i 4,725.00, ",- I' , 

J,l~j . .00, , 

3,209·00. 
1,509~.oo 

7,,009. 00 

5.125.00 
$32,2.2'5 ':00' . 

Value: ,.' 

$ 4,500 .. 00-

£i;00.08 
J.,250.00 .. 

2,500.00 ' 
1,000.00. 

3,000.00 .. 

2,50Q~QQ .. 9 

$17;:250.00· 

the purchaser, River,side ";r~i;t L~ne,s, ,is (.I. corpor-
" .. '. . 

&tion organized under the ,laws of the Stat.e of California on or· 
: ~. 

about October 19" 1945, with an authorized capital stock·of· 
, t •• I,. ',... , '.' '." . 

5,000 shares of the par value of $10 each divided 1nto'2, 500 .. .. . .' - . . -
shares of common ~tock. and 2,,500 shar,es ?f ,:6% cumulative' ;. 
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p'referred stock'. it propos~s to issue and ·sel:l., 'at 'this time" 

540 zhares of common ';tock and 750 shares of preferred stock 

at par and 'to use the proceeds" $12', 900', ~o pay in 'part the 

purc~'lse price of the ~'propert'ies :to be acquired from' W. 'Paul 

Butler. The balance of 'the pUrchase 'price and working cap!t~l 

will be provided either by 'short 'term indebtedness or by the 

common stockhol~ers. 

The purchaserc!lleges tbd.t it' will' oper~teupon a 

higher standard of service, 'that 'there will be no redu'ction in 

service and no ~h3.nge in t' fares. There' has' bee:: ,filed i.~ '-this 

pro'ce~d1ng 'a joixit 'stateccnt'bY w. Pa:ul:Butler a.."ld'.R1chard 

"Glasscock, :p'res1dent 'or'RiverSide TrQls:1.t :L1.."les, in which ,they 
,," .. f' , .. ~. .• 

snow that 'the seller'has'been-unable to 'meet 'all schedule 

requ1remen ts because of 'his itJ.ab111 ty 'to provide,proper' ,main-

'teriance, but that: the' purch&.ser"haS 'the' finances" and 'management 

/ to ennble ':it ~'to' replace 'worn-out e~u:tpment and'to 'provide proper 

maintenance. It a?pears·t~t on November 1, 194?, ~ repres~ta­

'tive of'the p~rchaser began conducting'the'business as agent 'tor 

"w. Paul B~tler 'a."'ld' it, is alleged~t~t Since' th&t' time:,the' rid'j,ng 
• , • > 

• \0 I' '.' • of the public has increased, revenues' being as much 'as' 50% 
"high~r' than' durL"l.g:' the period: immed1;;,.tely preceding the' en'trai'lce 

or' the new' management into: the' business •. 

The CoIiJ:::lission 1"..o.s' been advised'that the' sto'ck' of 

, Riverside' TrD.ns~1t Lines' will' be' sold: to' 'the' following ;persons: 

~ Pr'e'ferr~d'" ~tcick-~75o'sha'res 

. To Howard' 'Younglove "To Ba:lley p'att'erson 

, :"3 

: ,500 "slwres 
, 250 'shilres 



Common stock--540 shares 

1'0 Howard Bays 
To R. J. Glasscock 
1'0 B. T~ M~~ssock 
To Willi~ Guthrie 
To J. E. Sha~ardson 
To W. H. Pattillo 

111 shares 
94 shares 
94 shares 
94 sho.res 
73 shares 
74 shares 

• 

The Articles of Incorporation of the cocpany pr07ide? 

among other things, that the holders of the preferred shhres 

shall not be entitled to vote at any :eeting of stockholders 

except that it? at any time? there Shall be any def~ult in the 
payment of dividends to preferred shareholders~ then such pre-
ferred shareholders shall be entitled_to one vote~ in person or 

by proxy, for each share of preferred stock held, in the same 

manner that co~on shareholders are entitled to vote. 

Ordinarily, the Co~ission does not look With.favor 

on the issue of non-voting preferred stock. However? some 

action must be taken at once to improve the public trnnsporta-

tior. service in Riverside and vicinity formerly rendered by 

W. Puul Butler. The present financing arr~ge~ents ~ve been 

worked out by men who are willing to put their money into the 

enterprise under the conditions sta~ed~ In order to assist in 

bringinlg better transportation to the co:nmunity~ we will author-
ize the issue ~~d sale of the co~on and preferred shares of 

stock as requested. We believe, however, that in the event the 
init1~1 preferred ~hareholders hereafter dispose of the pre-
ferred stock hereL~ authorized to be issued to them, or any part 

of it, the corporatio~ should immediately tal<e steps to amend 

its Articles of Incorporation so as to give the holders of the 

preferred shares the same voting rights per share as are enjoyed 
by the holders of the common shares. 
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A.i7077 es MMW 

Opon acquiring the properties of W. Paul But~er~ 

Riverside Transit Lines should charge not more than $17,250 

to its tangible property accoUnts. It appears that the present 

owner of the certificates of public convenience and necessity 

has paid to the Cot:l.!:lission the sum of $10'0 as filing tees in 

obtaining such certif1ca'tes 7 arid this amount properly may be 

charged to intangible capital~ The remaining $100 or the 

purchase price aliocated as cast O'f the certif1ca:tes and the $50' 

a1located as goodWill at the outset s~oulc. b'e c!"'.arged on the 

purchaser'S books as a deferred: debit and written off during 

1946 by a cbarge to income. 

The action taken' hc::rein shall not be construed to b~ 

a f1nding of value f'or a."lY purpose oth~r than the proceeding 

herein 1nvol V'ed" Ri versic.e Tr~nsi t Lines; is hereby' placed upon 

notice that op-erat:1:ve rights, as su'ch7 do not constitute a . 

class of pr0'Perty whiCh may be cap1 ta11zed or used: as' 1m element 

of value in r'a te fixing for any amoUIl't of money i'n excess of that 

or'1g1nally paid to- the State as the considera·tion for the grant 
of such rights. Aside from their purely permiss1v'e aspect'., they 

extend' to the holder a full o-r partial mon'O'po'ly of a cJ.:o.s's of 

business' over a particular route. This monopoly .reatu',r'e may be 

changed or' des'troyed' at any time by' the State.,' which, is. not in 

any respect: limited' in the nuc.o'er' of rights which may be given I.' 

Riv.'erside Trsrisii Lines' requests 'the Comml:ss1on to' 

f.:1ii a; rate for accUI!luiating d'eprecitltion on the equipment to 

be purcha:sed- s'o a,s to' provide for the amortization of :1:ts' in-

V'estment' over the probable li-fe of the equipment, such rat€ to' 

be an over:"at~ one for the equipment as' a whole and not' one 

-5 



A.27077 • !~W • 
~h1ch may b~ applicable to each separate Il-"lit of eq,uipment. 

In making this request it has submitted no information of the 

est.imated life of the equipcent, th-e amounts necessary to expend 

for repairs or the plans to replace the same. It reports that 

the use" wear and. teal' upon SUtCh equipment which heretofore has 

occu~J;'ed and the miles it has o·perated are unknown to it. 

We will not prescribe the amount of' depreciation to 

'be chcl.rged by the corpora,tion on its books. In . accordance with 

the unifqrm. system of accounts for· Class II carriers" wr~ch wilL 

be,come eff:ect·:1;ve on, January 1, 1946, Riverside '!r.ansit Lines 

wj:ll be expected t'O set up r.eco::ds so' as to' ShOVf the d€:prec:i:a-· 

t.:ton accr.ued· on, each uni:t of equipment, ra.ther than an. accumula-

tj:on on a grouPI plan, as sugg-ested by it. The company,. based on 

1t.p own experience .in operating i~s equipment" should determine 

the: amounts t.o be charged· f.or deprec1:at1·on. The CommisSion, or 

course~ when fixing r,ates o~ passing upon. other matters) will 

de~rmine ;,v·hat consideration should be g1:ven: the amounts· i:n-

cl~ded.1.n any· o~ the company's. accountS. 

T,he. CoIn.tlli.ss.ion, having conSidered. this. mat.ter. and, being 

of, t.he .. opinion. t-hat: a publi.c hear.ing·1s not necessary·,. thQ.t. the 

x;eques;ts of, aPl'11cants' should be grant-ed only to. the extent pro-

v.~~ed·here1n,. and tha~·the. ~oney, prope~ty. or 1Qbor to be pr.o~ 

cured- or paid· for- t'hrough the issue of' $12.,900', par. value· of 

~tock by. Riyer-side Tr:ansit~ Lines·, 1"'5 r.easonably .. r-equi:red. f'or the 

puriPose sp.ecifi·ed.: herein, :v.h1ch. purpose· i-s. not:,. in . whole or 'in, 

partr,., r~asona.b'ly.' charg.eable to operatip.g expenses or to· income, 

ther~fp.r.e, 
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I,T. IS HEREBY. ORDERED' as follows:, 

J.i.. w. Paul' Butler.~ a!'ter the e!'£ect:1.ve db.te heN~o£ 

and: on or before February· 28, 1946, may sell and transfer to 
Ri versfde l'rans1.t Lines', a corpo!" a t1on, the cert1.(1cCl. tes· of 

public conveni€nce and. necessity' defined. 1n Decision Np_ 34??6, 

dat.ed .. N-ovembeI' 12" 1941,. and' in Decision' No.. 3551:4., dated 

June 23,. 1942, and the autostage pr-oper'ty and ec;,uipment re~erred 

to in the precedin.g o~infon. 

2. R1 versi:de Tr an's 1 t Lines,. after. the e:L'fec·ti v,e 

da te hereof and on or before Feb!"'J.ary.· 28', 1946, m&.y 1z.su,e a.."ld· 

sell, at· par for c·asb., 750 shares of its .preferred. stock· and. 

54{): s-hal'es of its common st.ock, all. shares having a par value 

of $10' each,. to the following persons: 

Preferred stock 
To H~ward Younglove 
To Ba1ley P'a tt.erson 

Common stocl( 

To Howard Hays 
To R. J. Glasscock 
lo B. T. McK1ssock 
~o William Guthrie 
To. J .. B. Shapardson 
To w. H. Pattillo 

500 shares 
250 sr.ares 

111 shares 
94 sh;';l.res 
94 shares 
94 shares 
73 s!'larcs 
74 shares 

.3. Rive:tside Tr~sit Lines sh:D.l use the proc.eeds 

of $12,900 received through the issue and sale of the stock 

here1n a~thorized, to pay in part the p~chas~ pr1ce of the 

rights and properties to be acqu1red from W. Paul Butler. 

4- Applicants shall comply with the provisions of 

General Order No. 80 and Part IV of General Order No. 9.3-A by 

filing, in triplicate, and concurrently making errect1ve~ 
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appropri~te tariffs an~ time tabl~s w1thin sixty days from the 

effective date hereof and o~ n~~ less tr~ one d~yfs notice to 

the Commiss1on and to th~ public. 

5. Wi thin .thirty (30) d~ys after ~cqu1ring the 

operative rights anc prope~t1es ~der the ~uthority herein 

granted, Riverside Transit Lines shall file wit~ the Comm~ssion 

a copy of the journal entry or entries used to record such ac~ 

quis1tion on ft~ books of account. 

6. Riverside Transit Lines shall file with the Com-

mission a report, or repo~ts, as required by the Commission'S 

G~neral Order No. 24-A. 

7. ~he ~utho~itY herein grantod to transf~r righ~~. 

and properties and ~o issue coomon stock will become effect1ve 

upon the da~~ hereof. The aut~ority ~ere1n gr~~ted ~o issue 
preferred stock will become effective when Riverside Transit 

Lines has filed with the Co~ission a stipulation duly au-

thorized by its Board of Directors in which it stipulates and 

~grees that in ~he event Eoware Younglove ~~d/or Bailey 

Pa~~erson tr~3~er all or ~ny p~~t of the 750 shares of pre-

ferred stock herein authorized to be issued to them, it will . ~ . . 

fortmvith ~ause appropri~te proceeding~ to be take~ to amend 

its Articles of Incorpora:tion so as to pr,?v1de that tl;e hold.ers 

of its preferred sbD.res of .st.ock :S,hall enjoy ~qual v,oting rights 

with the holders or its conmon shares of stock. 
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A~ 27077 • YlM 

\J L. .' ~ Dated a.td:::~. f"4t0'""102:W, Ca1iforn~a, this It.? day 

of December, 1945. 

Comiss'1oners ' ' 


