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Decision No. 3901 1

BEFORE TEE RAILROAD COLMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

SAN BERNARDINO VALLEY TRANSII COMPANY,
a corporation, for authority to pur-
chase all issued and outstanding
shares of the capital stock of Air
Service. Transit, Inc., a California
corporation, engaged in a public util-
ity bhusiness;

SAN BERNARDINO VALLEY TRANSIT COLPANY,
and AIR SERVICE TRANSIT, INC., for uap=-
proval of merger agreement and for
authorization for merger into San BDer-
nardino Valley Transit Company, and
for transfer and consolidation of Cer-
tificates of Publiec Convenience;

Application
No. 27512

SAN BERNARDINO VALLEY TRANSIT COiPANY
for authority to borrow money ané re-
Tinance obligations by issuance of
promissory note.
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This is an application for an order authori;ing Saen
Bernardino Vélley Transit Company, a corporation, to acéuire the
outstanding stock of Air Service Transit, Inc.; to issue a note
in the principal zmount of‘$30,000, and authorizing San Bernar-
dino Valley Transit Company and Air Service Transit,.Inc.,'fb

execute an agreement for merger.

San Bernardino Valley Transit Company is erngaged in the
business of operating motor vehicles for the transportution of

passengers in and about San Bernardino. For tne yeaf l945‘it
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reported 1ts operating revenues at $291,494.88 and its operating
expenses, taxes and depreciation at $288,546.50, leaving net
operating revenues of $2,948.38. As of December 31, 1945, 1t
reported outstanding stock in the total amount of $14,300 held
as follows:

Richard J. Glusscock $ 5,600

Elizabeth P. Guthrie 3,300

Mary D. Gutarie 1,500

W. E. Pattillo 1,400

William Guthrie 1,000

J. P. Shepardson ‘ S00

B. T. McKissock 600
$14,300

Air Service ﬁ!ransit, Inc., is engaged in tae business
of operating motor wvchicles for thé transportation of‘passengers
petween San Bernardino and East Highlands and between San Ber-
nardine and Del Rosa under operative rigats acquired by it
pursuant to authority grantcd by Decision No. 37279, dated
August 16, 1944, and Decision No. 38665, dated February 5, 1946.
It reports 1ts outstanding stock, as of December 31, 1945, at
$2,000, divided into 20 shares of the par valuc of $100 each,
held in equal proportions by William.Guthrie'and J. B. Shepard-
son. For the yeaf 1945, it reported its operating revenués at
$49,761.07 and its operating expenses, taxes and depreciation at
$47,874.67, leaving net operating revenues of 3$1,886.40. Its
acsets and liabilities ac of April 30, 1946, are rehbrﬁed by it

as follows:

Assets

Cash in bank $ L6.7
Reveaue eguipment - buses $ 4,078.03 :
Less: Reserve for
depreciation’ 1,739.19 2,338.84
Franchise 50.00
Goodwill 10,065.58
Less: Reserve for ' .
amortization . 5,616,80 4 448.78
Tetal i $6,884.36
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Liabildities
Taxes accrued , $ 294.40
Accounts payable 1,048.38
Notes payable 5,500.00
Net worth: . ‘
Common stock

Less - deficit . 41,5%.
Total ‘ . $6,884.36

Under authority granted by sgid Decisibn No. 37279,
Afr Service Transit, Inc., acguired gaytain righps and‘properties
from F. M. Sﬁeil) The order of the ngﬁission bfovidéd that 1
the Company paid:therefor more than $l7,500, it must charge the
excess to account 109, Other. Debit Accounts, and amortize the
same over a ﬁeriod of three¢ years by charges to incone. Ihere-
after it appears the company set up oﬁ its balance sheet an item
of $i0,065.58 designeted ac goodwill, against which it has
aécumulated, up to April 30, 1946, a reserve for amortization in
~ the total amount of $5,616.80, leaving a nct balance in the
account of $4,448.78.

| Decision No. 37275, referred to above, among other .
things asuthorized Air Service Transit, Inc., and San Bernmardino
Vailey Transit Company to enter into an operating agreement under
which each could operatec over the lines of the othér under an
arrangement providing for the pro-rating of reﬁenues and of the
cost of repairs, maintenance and operations on a mileage basis.
The two corporations in the present proceeding ﬁow'propo$e to
consolicdate their operations and properties under one ownefship
and control. San Zernardine Valley Iransit Cdmpany has agréed to
purchase, for $125 a share, the outstanding 20 #hares of stock of
Alr Service Tranéit, Inc. Thereafter the two corporations pro-
pose to effect a merger of their broperties, iﬁ accordance with.

the provisions of Section 361 of the Civil Code of the State of
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California, with San Bernardino Valley Iransit Company being
designated as the surviving corporation. As such, it will
cucceed to all the assets of Air Service Transit, Inc., and will
assume all its obligations and indebtednéss. ‘It intends to
record the transaction on its books by means of the“following

entries:

Debit Entries

+

Cash $  46.74
Franchises - 50.00

Passenger stages 2,338.84
Goodwill 6,907.20

Total $9.342.78

Credit Zntries

Federal income tax $ 294.40
Accounts payable 1,048.3¢8
Notes due F. X. Snell 5,500.00"
Cash ‘ 2,500.00
Totel $9.342.78

At the conclusion of the transaction the surviving
corporation will have certain outstanding indebtedness as

follows:

San Bernardino Vall Transit mpany

Note in favor of American National Bank, dated
Nov. 26, 1545, due Nov. 26, 1946, interest at '
5% $17,500.00

Note in favor of American National Bank, dated
Dec. 15, 1943, pavable in montnly install-.
ments of $416.66, with interest at 7%, au-
thorized by Decision No. 36795 3,333.52

Conditional sale contract with Anglo Californla
National Bank, dated Nay 1, 1944, payable in
monthly installments of $245.85 with Iinterest '
at 6%, authorized by Decision No. 37009 3,196.13

Air Service Transit, JIne.

Non-interest bearing note in favor of F. M.
Snoll, due Aug. 27, 1946

Total
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To obtain funds to pay said indebtedness and to provide
in part ($470.35) the cost of acquiring ‘the stock of Alr Servicev
Transit, Inec., San Bernaréino Valley Transit Company proposes to
borrow $30,000 from Federal Enginecering Corporation, said amount
to be represented by a notée payable in mdnthly inStallments of
$250 each on :hé first day of each month commencing October 1,
1946, wita interest at the rate of B%Vper annus, commencing on

September 1, 1946, on the unpaid balance.

Applicants cllege, in support of their fequests, that
San Bcrnardino Valley Transit Company can, and will, as a resalt
of the merger, be enabled to fu?nlsn puklic service at lower cost
‘and more efficiently then such service is now furnished by the
htwo corporations functioning separately. The refinancing of the
indebtedness, as proposed, will lower the interest costs and re-
duce the monthly payments required to amortize the outstanding

obligations.

The Commission has consxaered this matter and Is of the
opinion that a public hearing is not necessary and that the re-
quests of applicants should be granted, sdbjectvto the conditions
of the order herein. The acticn taken herein shall not be con-
straed to bve a finding of value cf the stock'or'properties, par-
ticularly the {tem of goodwill, referred to herein. However, we
pelieve that for accounting purposes San Bernardine Valley
Transit Company should record in account 122 l Revenue Equipment,
the $4,078.03 now carried oy Air Service Transit, Inc., as the
cost of its passenger stages, and offset the ameunt, in part, by

a credit to account 2521--Reserve for depreciation, of the amount

of $1,739;19 now reported by Air Service Transit, Inc., as its
reserve against such equipment. As to the item of $6,907.20
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which the surviving corporation proposes to record in its books
as goodwill, it appears that this amount represents the balance
of $4,448.78 of the excess purchase price paid to F. M. Snell by
Alr Service Transit, Iﬁc., plus the excess of the purchase price
of the stock of that company, now‘being paid by San Bernardino
Valley Transit Company, over the reported net worth as shown in
the balance sheet of April 30, 1646. We believe this item should
be amortized by charges to income within thrce years from the

effective date of this order.

Sah Bernardine Valley Transit Company is hereby placed;
upon notice that operative rights, as such, do not constitute a
class of property which may be cepitalized or used as an element
of value in rate fixing for any amount éf'money in excess of
that originally paid to the State as the consideration for the
grant of such rights. Aside from their purely permissive aspect,
they extend to the holder a full or partiai mopopolj‘of‘a class
of business over a partlcular route. This monopdlyifeature may
be‘changed or destroyed at any time by the State, which is not
in any respect limited to thae number of rights which may be

given.

ORCER

Application having been made to the Eailroad.Commission
for an order authorizing the acquisition of stock and the issue
of a note and approving an sagrecment of merger, as cet forth in
the preceding opinion, and the Commission having considered the
natter and being of the opinion that the money, propérty or

lakor to be procured or palid for through the lssue of said nbte‘
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is reasonably.required for the purpese specified herein, which
purposes are not, in whole or inm part, reasonably éhargeable to

opecrating expences or to incone,
IT IS EEREBY ORDERED as follows:

1. San Bernardine Valley Transit Company, after the
effective date hereof and on or before July 31, 1946, may acquire
all the outstanding stock, $2,000 par value, of Air Service

Transit, Inec.

2. San Bernardino Valley,Tfansit Company and Air
Sexrvice Iransit, Inc., after the effective date‘herebf and on or
before August 31, 1946, may merge thelr properties in accordance
with the terms of the agreement of merger filed in thiSuproceed-
ing as Exhibit "B", '

3. If such agreement of merger 1s executed, San Ber-
nardino Valley Transit Company as the surviving corporation.shgll
assume the obligations snd indebtedness of Air Service Transit,
Inc., and shall acquire the propertiec and operative rights of
Air Service Transit, Inc., which operative rights it may consoll-

date and integrate with those now owned and operated by 1t.

4. Sen Bernardino Valley Transit Company, after the

effcotive date hercof and on or before July 31, 1946, may issue a

note in the principél anount of $36,000 in tﬁewgame form as the
note filed in tris proceeding as Exh;bit "C"; for the purpose of
ottaining funds to pay tae indebtedness refefred to in the pre-
éeding opinion and to pay in part tae cost of acquiring the out-

standing stock of Air Service Transit Inc.
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5. Applicants shzll comply with the provisions of
General.Order No.. 79 and Part IV of General-Order No. 93-A by
filing, in triplicate, and concurrently making effective, appro-:
priate tariffs and time tables within sixty (60) days from the

effective date hercof and on not less than onc (1) day's notice

b

to the Commission and to the publié.

6. The authority herein granted will become effective
when San Bernardinoe Valley Transit Company has pdid the minimum
fee prescribed by Section 57 of the Public Utilities Act, which -
fee is Twenty-five ($25.00) Dollars. | |

7. Within thirty (30) days after the issue of the
note herein authorized znd the completion of the merger, San
Bernardino Valley Transit Company sacll file with the Commission
a report as required by the Commission's General Order No.‘24—A
and o copy of the Journal eniries used to record the merger on
its books of zaccount, which entries shall be in line with the

proposed entries and the comments in the foregoing opinion.

8. San Bernardino Valley Trunsit Company shall
‘amoftize the $6,907.20 charged o its accounts as ggodwill;iby
charges te income account 315, Miscellaneous Charges toLIncome,
over a period of three years after the effective date of this B

order.
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Dated atQ‘M‘L, California, this _ A€ < day

of May, 1946.

.
[/

~ Commissioners -:

RAILEQAD COMMISLION
. BTATE OF CALIFORNMIA




