
Decision No'. 39011 

BEFORE TEE RAILROAD C01~USSION OF THE STATE OF CALIFORNIA, 

In the Matter of the Application of 

SAL'l BER.."J'AP.DINO VALLEY TRAJ.~SIT CCMPAl~Y, 
a corporation, for authority to pur
chase all issued and o~tstandtng 
zhares of the capital stock of Air 
Service TranSit, Inc., a Califorr.ia 
corporation, engaged in a public ~t11-
ity business; 

SAN BERNARDINO VALLEY T~~SIT CO~?JU~Y, 
and AIR SERVICE TRANSIT, INC., for ap
proval of merger agreement and for 
authorization for merger into San Ber
nardino Valley Transit Company, and 
for tra."lsfer and consolidation of C~r
tificates of P~bli.c Convenience; 

St\N BERNARDINO V.ALLEY TRANSIT COUPANY 
for authority to borrow money and re
finil:lCe obligations by iSS1.lDllCe of' 
promissory note. 

) 
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· · ) 
· · ) 
· · __ ~,-,"-~_fIIIIII _____________ _ 

Application 
No. 27512 

This is an application for an order authorizing San 

Bernardino Valley Transit Company, :l corporation, to acquire' the 
, 

outstanding stock of Air Service TrF.lllsit, Inc., to issue a note 

1~ the principul ~mount of $30,000, and authorizing San Bernar

dino VallJ20Y Transit Company arld Air Service Transit,. Inc •. ,,· to 

execute an agreement for ~crger. 

San Bernardino Vulley Transit Company is engaged in the 

business of operut1ng motor ver~cles for the transportation of 

passengers in and about San Bernard1~o. For the ye&r 1945 it 
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reported its operating revenues at $291,494.88 and its operating 

expenses, taxes and depreciation at $288,546.50, leaving n~t 

operating reve~ues of $2,948.38. As of December 31, 1945 T it 

rE:ported outstanding stock in tile total amount of $14,300 held 

as follows: 

Richard J. Gl~sscock 
Elizabeth P. Gutr~ie 
Mary D. Guthrie 

$ 5,600 
.3,300. 
1,500 
1,400. 
1,000. 

w. H. Pattillo 
William Guthrie 
J.. P.. Shepardson 
B. T. McKissock 

900· 
600 

$14,300 

Air Service ~ransit, Inc .. , is engagect L~ ~~c business 

of operating motor vehicles for th~ transportation of passengers 

between San Bernardino and Eas t Highla.."1.ds and between San Bt:r

nard1no and Del Rosa under operative rights acquired by it 

pursuant to allthority granted by Decision No. 37279, dated 

August 16, 1944, and Decision No • .38665, dated February 5, 1946. 

It reports its .outst&~ding stock, as of December .31, 1945, at 

$2,000, divided into 20 shares of the par value of $100 each, 

held in equal proportions by Willirun Guthrie and J. B. Shepard-

son. For the yer;.r 1945, it reported its operating revenues at 

$49>761.07 and its operating expenses~ taxes and depreciation at 

$47>874.67~ leaving net operating revenues of $1>886.40~ Its 

azsets o..."l.d liabilities a.s of April 30, 1946, are reported by it 

as follows: 

Assets 

Cash 1n bank 
Revenue eqUipment - buses 
Less: Reserve for 

depreciation
Francbise 
Goodwill 
Less: Reserve for 

amortization 
Total 

S 4,,078.0.3 

1,739.:1.2. 

10,,065.58 

5.616.80 
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$ 46.74 

9-,448 .. 7S 
$6,884.36 



Liabilities 

Taxes accrued 
Acco~~ts payable 
Notes payable' 
Net ,worth:: . 

Common st'ock 
Less - def1c,it 

Total 

$2,000.00 
1.95$.42 

Onder authority granted by s~id De~ision No. 37279, 

Afr Service 'Transit, Inc., acquir~cl. cor:ta1n rights and prvpert1es . . 
from F. M. Snell·... The order of the C?~ss1on provided th::t if 

the Company paid therefor l:I.ore t.."'lan $17,500" it, oust charge the 

excess to account 109, Other Debit Accounts, a.."ld amortize the 

same ,over a period of three years by charges to income. There

after it appears the compa.~J." set up on its balance sheet an item 

of $10,.065 .. 58 de:signated az goodwill, 3.gainst which it· has 

<lccum'.llated, up to Apr11 30, 1946, a reserve for u.mortizat1on in 

the total amount of $5,016.80, leaving a net balance in the 

~ccount of $4,448.78. 

Decision No. 37279" referred to above, among othe'r ' ... 
things authorized Air Service TranSit, Inc" r and S~Bernardino 

Valley Transit Company to enter into an operating agreement under 

which each could operate over the lines of the other under an 

arrangement providing for the pro-rating or revenues and or the 

cost of repairs, maintenance a.."'l.d operations on a mileage ba~1s. 

The two corporations in the present proceeding now propose to 

consolidate their o~crat10ns and properties under one o~nership 

a."ld control. San. Berno.rdino Valley Tr~si t Company has agreed to 

purchase~ for $125 a share, the outstanding 20 shares of stock of 

Air Service Transit,_ L~c. Thereafter the two corporations pro

pose to effect a merger of their properties, in accordance with 

the provisions of Section 361 of the Civil Codo of the State of 
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California, with San Bernardino Valley Transit Company being 

designated as the surviv1ng corporD.t1on. As such, it will 

succeed to all the assets of Air SerVice Transit" Inc., and will 

assume all its obligations ~d indebtedness. 'It intends to 

record the tr~saction on its books by meanS of thefollow1ng 

entries: 

Debit Entt1~s 

Cash 
Franchises 
Passenger stages 
Goodwill 

Total 

Credit Entries 

F~deral incoce tax 
Accounts pay~ble 
Notes dueF. U. Snell 
Cash 

'Totel 

$ 46.74 
50.00 

2,338.84 , 
6,907.20, 

$9',342,78· " 

$ 294.40 
1.1 048 ... :}8 
5.,500,.00 
2,'500.00 

$9.3'42.78 

At the conclusion of the transaction the'surv1ving 

corporation ..,,rill have certain outstanding indebtedness as 

folloVls: 

San Bernardino Valley Transit Compa~y 

Note in favor of American National Bank, dated 
Nov. 26, 1945, due Nov. 26, 1946, interest at 
5% $17,500.00 

Note in favor of American National Bank, dated 
Dec. 15, 1943, payable in monthly install
ments of $416.66, with ir.terest at 7%, au-
thorized by Decision :No. 36795 ;,333.52 

Conditional su1e contract with Anglo California 
National Bank, dated ~ay 1, 1944, payable .in 
monthly 1ns~allments of $245.85 with interest 
at 6%, authorized by DeCision No. 37009 3,196.13 

Air Service Transit. Inc. 

NO:l-interest beuri:lg note irJ. favor of F.· M. 
Snell, due Aug. 27, 1946 

Total 
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To obtain f~~ds to pay said indebtedness zad to proVide 

in part ($470.35) the cost of ~cquiring ;the stock of Air Service 

Transit, Inc., San Bernardino Valley Transit Company proposes to 

borrow $30,000 from Federal E.~g1neering Corporation, said amount 

to be represented by a. note payable in monthly installments of 

$250 each on th~ first da.y of each :::lonthcommencing October 1, 

1946, With in'terest at the rate of 3% per an.~U1U, co:cmencing on 

September 1, 194o, on the unpaid bal.ance .• 

App11c~ts ~llegc, in support of their requests, that 

Sa."l Bernardino Valley TrD:.sit Company ca.."l, and "will, .:LS a resillt 

of the merger, be enabled to furnish public service at .lower cost 

and more efficiently than such service is now furnished by the 

two corporations functioni.."lg se~ara tely • The refinancing of the 

indebtedness, as proposed, will lower the interest costs and re

duce the montr.1y pa:ytlcn:ts l'cquircd to wnortize the outstanding 

obligations. 

The Como1ss1on h~s conSidered this matter and is of the 

opinion tha.t a public h~ariIJ.g is not nec~ssary and that trJ.e re

quests of applicants should be gr::mted, subject to the conditions 

of the order herein. The action taken herein shall not be con

stx:aed to ·oe ~ !indi.."l.g of value cf the stock or proliert1es, par

ticularly the item of goodwill, referred to herein. However, we 

believe that for accounting purposes San BernardinO Valley 

Transit Comp~y should record in account 1221, Revenue Equipment, 

the $4,078.0) now carried by Air Service Transit, Inc., as the 

cost of its passenger stages 1 3.."l.d offset the ~cunt, in part, by 

a credit to accotmt 2521--Reserve for depreciation, of thE! amount 

of ~1 .. ")39.;19 now reported by Air Service Tra."'lsit .. Inc ... .!loS i.ts 

reserve ae;a,1."l.st such eqUipment. As to theltem a! $6,907~20 
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which the surviving corpor~tion proposes to record in its books 

as goodwill, it. appears that this amount ~ep~esents, the balance 

of $4,448.78 of the excess purchase price paid to F. M~ Snell by 

Air Service Tr~~sit, Inc., plus the excess of the purchase price 

of the s to,ck of that COmpal'lY, now being paid by San Bernardino 

Valley Transit Company, over th~ reported net worth as shown in 

the balance sheet of A;;>ril 30, 1946. Vie bclie·.,e this item should 

be amortized by charges to i:.ccome wi thi."l tr..rce years from the 

effective date of this order. 

San Bernardino Valley Tr~sit Compcny is her(;'by placed. 

upon notice that operative rights, as such, do not constitute a 

class of property which may be co.pitalized or usad as an eleI:lent" 

of value in rate fixing for any amount of money in excess of 

that originally paid to the St~te as the consideration for the 

gr~"lt of such rights. Aside fro~ their p~ely permissive aspect, 

they extend to the holder a full or partial monopoly of a class 

of business over a particular ro~te. Xhis monopoly feature may 

be changed or destroyed at a.."'1y title by the StD.te, which is not 

in any respect limited to the ~ucbcr of rights which may be 

given. 

Applic~ticn having been made to t~e Railroad Commission 

for an order .:luthoriz1ng the acquisition of stock and tr ... e issue 

of a ~ote and approving an agreement of merger? as set forth in 

the pr-eceding' opinion, and the Commission having considered the 

matter and being of the 'opinion that the coney, property or 

labor to be procured or paid for thro~gh the issue of said note 
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is r6asono.~ly ... requ1red for the purpose specified herein, which 

purposes are not7 in whole or in part, reasonably chargeable to 

operating expenses or to inco!:le, 

IT IS fiEREBY ORDERED as follows: 

. 1. Sa.."1 B~rnardino V o.lley Tran.s1t COl:lpany 1 after the 

effective date hereof and on or before July 311 1946, may acquire 

all the outst~"1d1ng stock, $2,000 par value, of Air Service 

Tra."1sit, Inc .. 

2. Son Bernardino V:llley Tra..'lsit Company and Air 

Service Transit, Inc~, after the effective date hereof and 'on or 

before August 317 1946, may ~erge their properti~s ~ accordance 

... :1 th the, t~rms of the agreel!lent of merger filed in this' .proceed-

1ng o.s Ex...'rli bit "Bff. 

3. If such agreement of I:lerger is ex€cutli:d, San Ber

nardino Valley Transit Company as the surviving corporation shall 

assume the obligations and indebtedness of Air Service Transit, 

Inc., and sha~l acquire the properties ~d operatiVE: rights of 

Air Service .Tr~"1sit, Inc., which opcr~tive rights it may conso11-

da,te nnd integrate with those nov: owned and operated by it. 

4. Sun Bernardino Valley Transit Company, after the 

effective date hereof and on or before July 31;' 1946; may issue a 
" . , 

note in the principal aoount of $36,000 in the :same form as the 

note filed 1."l. ti:'.&is proceedirig as Ex...1.ibit "C",. for the purpose of 

octa1n1:lg funds to pay the indebtedness referred to in the pre

ceding opinion ~d to pay in p~rt the cost of acquiring the out

standing stock of Air Service Tra..."'l.sit Inc ~ 
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5. Applicants sha.J.l.comply with the provisions of 

General Order No., 79 ~~d Part IV of General Order No. 93-A by 

.filing, in triplicate, and concl.lrrently making effective, appro

priate tarif'fsand time tables within sixty (60) days from the 

effective date hereof and or. not less than one (1) day's notice 

to the Commission and to the public. 

6. The ~uthority herein granted vall beco~e effective 

when San Bernardino Valley Tr3r..si t Con;.P~TlY hD.s' paid the minimum 

fee prescribed by Section 57 of the Public Otilit1es Act, which 

fee is Twenty-five ($25.00) Dollars. 

7. Within thirty (30) days after tho issue of the 

note herein authorized ~~d the completion of the merger"San 

Bernardino Valley Transit Comp~y shall file with the Comcission 

a report as rl?quired by the Co::::unission's General Order No. 24-A 

and a copy of the jOl.lrnal Gntries used to record the merger on 

its books of accol.lnt~ wluch e~tri~s shall be in line with the 

proposed entries and the co~cnts L~ the foregoL~g op~~ion. 

8. San Bernardino Valley Tr~s1t Company sh~ll 

amortize the $6,907.20 cha:-ged to its accounts as gcodwlll" by 
" '" 

charges to income account 315, Misc~llaneous Charges to Income~ 

over a period of three years after the effective date of this 

order. 
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Dated at.D .. ., <b<1'U1C~Q' California, this rF&::Q.ay 

of May, 1946., 
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