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ORIGIEAL

BEFORE .’L‘HE PUBLIC UTILITIES COMMISSION OF THE STAIE OF CALIFOHNIA

| Decision, No. 49194: |

In the Matter of the xppliﬂation of

EDWARD GREEN, doing business as Los
ngeles.CLity Express and L. A.- City
Express,: for authority to transfer his
highway common carrier operations and cer-
tificate to LOS ANGELES CITY EXPRESS, INC.,
and for the latter to issue stock. : ;

Application
No. 34375
(and Amendment)

PN N N N

In this procceding the Commission is asked to meke an order
authorizing Edward Green to transrcr highway common carrier operﬂtive o
rights .and. properties to Los Aogeles City Ewpress, Inc., and author— ‘
izing Los’ Angeles City Exprcs.;, Inc. to issue 620 sha :re<' of its co:nmon

..tock of the par valuc of $50 each znd. of the aggregate par valuc of
$31 000. |

The applicg.tion shows that Edward Green, doing bu.,ine s “s

Los Angeles City Express and L. A. City Express, has been oper,ting
s 2 highway common carrier of property in end about the Ci'ty of Los
ingeles and that he nolds a certificate of public co'rivézieﬁc‘e md
necessity acquired by him‘purfuanﬁ to authorization" granted 'by“ e
Decisi on No. 45391, dated February 27, 1951, and alﬂo pemitf- 'co
p~r¢.te as a radizl high.way common. carrier, a clty carricr, a highway
contract carrier and 2 houschold good.. carrier. l'/ ﬂ!his ‘..pplic _n'c h‘..s

reportcd his revenue.., and - e:cpenscs for 1952 and for the fir.,t .,:I.x
months oi‘ 1953 2s followS' . :

his applica‘cion invo:l ves the transfer of the highway common ,
carrier operative rights.: Applicant Greon has filed a separate appli-

cation for approval’ or thc. trun.,fer of the radieal, city omd highway
contract pemit.,. i ,




. 1953
1952 Jan.=June -

Revenues | 316’7;, 268.66 .’$92 138.89 ,
: 163,782.59 - §2,§2 .20 -

Expenses ‘
Net profif 6.07 ' § L. 241.6 3,'

Applicant Green's balance sheet showing his financial

position as of June 30, 1953, is summard.zed as follows:

Assets

Current assets - ' :
Cash - | | $ 5,006.74
- Accoumts receivable. ‘ ‘ 3,483.95 ‘
Materials and supplies | 232
‘Total. current assets . $9,613.0%

. Fixed asseto -

ess: accum ated deprec ation L

Net book value: S 35,107.12
Franchise - S 7,500.00,
Otker assets | - SR 2. 65

Total .

Liabilities ond Capital

Liabilities - I g , :

~ Accounts payable , $ 2,337.26
Loan payable-M. Sidell : .'LO 000.00
Accrued: taxes: _ 2 710.31 .
Contracts payable -8

Total liabilities T 823, 650.87
Capital-Edward Grgez; ' . o 1 '

Total , $54,665.78
It appears that Edward Green now desires to transfer"his‘

certifizate of public convenience .,nd necessity and his propcrties and

assets to a corporation which he has organized to take over and con-

'tinue the operations. It is intended for the corporation to issue

620 shares of stock of the par value.of $31,000 to Edward Green in

paynent for his :Lnterest in the business and properties._ '

It is noted that the'aﬁount of stock propcsed to be issued
to applicant Greenm is measured by his ieported capitel investment as
reflected by his books and as set forth in the balance sheet
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appearing in this decision. On this point it appcars that in ...rriv—
ing 2t the amount now “to bc capital;zcd 'through the dssue of otOCk,
appliconts have includcd among the assct; :—;n é.llowance for franchi.ae
in the amount of 3‘7, 500 which, . accord:ing to our records, represents
the purchase price paid by applicant Green fo:r the ccrtiﬁcate of .
public convenience and neces.,ity he now holds.-/ In. cfi‘ect, appli- ’
cants now are sock:.ng to capitalize, through the issue. of stock by
the new corporation, tb.e oper‘-.tive :righ“cs referred to in this procecd-
ing 2t their a.grecd sale and purchase pricc at the time the prcscmt _

owner. acquired them. o =
U

Section 820 of the Public Ttilities Code reads as follows:
= "The Commission shall have no power to authorize the
“ecapitalization of the right to be a corporation, or the
capitalization of amy franchise or permit, or the right to
own, operate, or enjoy any such franchise or permit, in excess
of the amount (exclusive of any tax or anual charge) actually
paid to the State or to a political subdivision thercef as the
consideration for the grant of such franchise, permit, or
right. No contract for c¢onsolidation or leas¢ shall be cap-
italized, nor shall anyipublic utility issue any bonds, notes,

or othe:r: evidences of indebtedness agoinst or as a lien upon
oy contr._ct for consolidation or mergor.

In our opinion, becauoe of this provi.,ion of the Public
Utilities Coc.e, we cannot rccoznize the $’7 500 item as 2 oro"\er base
for an order authorizing the issue of stoclc. Accordingly, we will
cuthorize the corporc.tion to Lssue not cxccedinr -;:»23, 500 of .stock in
aceguiring aopl...cant Green” Interest m the pz-operties and business
refcr:red to in this proceeding. If 1t 1s intended for the corpora’cion
to pay sgid sum of §7,500 to applicant Green, it must finonce the same
from some source other then securities requiring the Commission's

2/ . |
It oppears that the operative rights represented by the cextificate
originzlly were established by E. R. Ketchum by reason of operations
prior to May 1, 1917, that thereafter they were tronsferred to a :
partership comoosed of D. E. Ketchum and E. E. Ketchum, that they
were sold for 32 000 to Edward R. Poole wacder authority granted by
Deedsion No. 41553, dated May 4, 1948, and that they were resold by
Poolc to Green for $7,500 under Decision Neo. 45391.
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| It appears t‘aat the new, corpcrution intends to serve the
sane territory now being served by Edward Green with no change :I.n thc__
rates and service and in our opinion the nroposed transfer will not
be adverse o the publ:i.c interest. Los Angeles C:Lty Express, Inc. is
hereby placed upon notice that operativc rights, as sucb. do not
constitute a class of property wiich may'be capita.li;ed or used as
-element of value in rote fixing for any amount of money.in excess of :
that originally paid to the state as the ccnsidero.tion for the grant .
of such rights. Aslde from their purely pemissivc aspect they
extend to the holder a mll or partial moncpoly of a class of busi— '
ness over a perticular route. . This monopcly feature may be chenged
or destroyed at any tine by the .,tate, which 1s not in any rcspcct
limited as to the number of rights vhich may be given.

The action ta.ken herein shall not be ccnstrued %0 be a
finding of the value ci‘ the rig,hts, propcrties and assets herein

authonzed to be transferred.

QRRER

The Comrission' having. considered the a.pplication cf Zdward
Green and Los An.gcles City Exprcss, In¢c. for an order authorizing the
transfer of property and the issue of $31,000 par velue of ...tock me
being of the opi.nicn that 2 public he...r‘..ng 1s not necessa ry, th.at ‘the
noney, property or labor to be prccurec‘. or paid for by \thev:x.ssue -of,,

the $R3,500 of stock here_in authcrized 1s reasonably required' by-Los .

Angelcs C:Lty Express, Inc. for the-purposye specified herein; and that - k

such pumose is not, in whole cr in part, reasomably cmrgeablc

- operating expenses or to income, th\.rei‘ore,

IT IS HEREBY ORDERED as .fouows:
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li.v Edward Green may transfer to Los Angele° City E:q:rcss,
Inc., on or beforc February 28, 1954, his certificate of public con-

venience and necessi‘t:y and properties and asscts. ﬁ

1
'

2. Los Angeles City Express, Inc. may issue, on or before ‘
February 28, 1954, not exceeding 323, 500 par value of 1ts common
stock in payment for said certii‘icate of public convcni-cnce ané ‘necesi-‘.: |

sity and proper‘ties and assets and may assume the payment oi‘ outstand-"j
ing indebtedness. ” |

3. The request of Los Angeles City Express, Ine. to issue
o’? 500 par value o:£' stock is denied td’.thout prejud:t.ce. ‘

. Within 60 days after the cffective date hereof anc' on -
not 1ess than five days? notice to the Commi ssion: and 'co 'the publ:!.c, -
. Los Angeles City Eb:press, Inec. shall file, in triplicate, and con-
currently rake efrective, appropriate tari{fs and t:Lme ta.bles. -

5. Los Angeles City Express, Inc. shaIl file wi‘th the Com- |
mission montaly reports as required by General Order No. 24-A, wh:! b N
order, insofar as applicable, 1s made a pcrt of this order-z -

6. The authority herein grmted will become erfec*tive
20 days after ‘the date hereof. | :
Dated 2t San Fr:mcisco, Colifornia, thisn/oF 2 doy of
October, 1953 | | B

N :':.Comz,nik;ssioners;, e




