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52703 Decision No. -------

BEFOPZ THE PUBLIC UTILITIES COMMISSION OF THE STAXE OF CAL!Fbro~IA 

In the l{atter of the Application of: 

(a) SYLVIA N. HcCOOK, as Executr1x of 
the Estate of ED'HARD L. !1cCOOK" Deceased, 
CE.AP.I.ES A. AMA.SMITB and JOHN C. 1-7ENTZ, 
copartners dOing business as AUTOMOBILE 
TRANSFOR'! C01~ANY OF CALIFOre.UA, to sell 
and AUTOMOBILE TP~SPORT COM?~Y OF CALI
FOfUJIA" a corporation, to purchase, a cer
tificate of public convenience and neces
sity for ~~e trans,ortation of motor 
vehicles" trailers, certain component pairts 
the~eof) and various other commodities, 
pursuant to Sections 851-853 of the Cali
fornia Public Utilities Code. 

(b) AUTOMOBILE TR.~~SPORT COHPANY OF 
Cl11IFORNIA, a corporation, to issue shares 
o! its co~~on c~pit~l stock pursuant to 
Sections 816-830 of the California Public 
Utilities Code. 

Application 
No. 37603 

Glanz & Russell, by £.:. 1.:. Schurernan, and 
G~orge Kurtz for <:1,pplicants. 

OPINION 
~------

This applic~tion was filed on December 16, 1955, for an 

order of the COmTuission a1.lthorizi..."'lg Sylvia N. HcCook, :'5 E.xecutrix 
II 

of the Estt..te of Edi-ral"'d L. 1'1cCook, Deoeased, a.""ld Charles A. Arrasmith 

and ·John c. "rentz" copartner$ doine business as ,Automobile TrD.ns,ort 

Co~pany of Cali~ornia, to sell operative rights and e~u1pment to 

Auto::nobile Transport Company of California, a corporation, and author

izing said corporation to assume outstanding indebtedness and to issue 

7,,5:28 shares of stock of the aggregatE: par value of ';75,,280. 

A publiC hearing was held before Examiner Coleman in Los 

Angeles on Februa,ry 1, 1956, <It which time the matter was taken under 

Il , 
Mrs •. McCook was appointed E."'Cecutrix of the '\trill of Edwc.rd L. M.cCook, 

Deceased., and she 'Will hcrc(lfter be so referreo, to. 
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5Ub~ssion. The Commission has received no protests in the proceeding. 

The application sho~s that in the latter part of 1953 

Edward t. McCook, Charles A. Arrasmith, ~d Jolln C. ITentz formed a 

~artnership to engage in cert~1n highway carrier activities. Under 

authorization granted by Decision No. 50154, dated June 29, 1954, in 

Application ~o. 35397, ~~ey ~cquired operative rights for the trans

portation,1 as 2. hieAway COm::lon carrier" of motor vehicles, trailers, 

ce:taL~ com~onent parts~ and other specified co~odities between all 

pOints and places in California. They ~lso acquired city c~rrier, 

radial highway co~on carrier, and highway contract c~rrier permits 

in Calitornia, and, L~ addition, interstate highway common carrier 

rights under a certificate issu~d by the Interstate Comnerce Commission. 

It is re3)orted that on June 8, 1955, E. t. I1cCook died 

and that on or about July 25, 1955, S71vi~ N. McCook, as Executrix 

of his Will) reachea an agreement for th~ sale of the McCbokone-third 

~te~est ~~ the ~artncrshi~ properties ana bUSiness to the surviVing 

pa~~~ers for the s~~ of ~42~6S7.95. The survivinz p~rtners, however, 

subsequently determined tt~t it would be to tileir best interests to 

i.nco'rporate t.."':I.e 'bus1nes::: and to have said one-th.ird interest, under a 

n·e-..r agree!':lent, tre.nsferred directly to a new corporation, applicant 

herein, whiCh they have set up to acquire the properties and business 

~ormcrly owned and operated by the partnership and to continue the 

operations. The Superior Court of the St~te of Calitorn1~ in and for 

the County of Los A.~geles has ap,roved the transfer by the Executrix 

of the estate's share ~~ the enterprise. 

The properties to be acqUired by ~~e new corporation include 

the operative rights, the eqUipment and office and shop :f'2.cilities, 
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togeth,er ... 1. th current a.ccounts.. The bOOlt vo,lues ~s of Septemoer 30, 

1955., 2nd t.~e va!ues ~ssigncd for the purpose of the transfer ~r~ 

shown ~~ the following tabul&tion: 

Assets 

CUrrent essets -

Per Bool-:s 
Sep. 30, 19::2 

Cash & deposits 
ACCOUl1ts rcceiv~ble 
Prepayr!cnts 
l1ate'.!:'ie.ls & supplies 

Total current assets 
~ang1b1e pro,erty - net 
Intangible property - net 
Deferred debit~ 

$; 9,517 
13,844 
1~444 
2.204 

27,009 
11,561 
72,043 
3,952 

Total 

LiabilitifS 

Current liabiliti0s 
Advances 
Long-term debt 
Reserves 
Proprietary CD.pit~l 

Total 

$114!57~ 

$ 6,409 
5,700 

59,l30 
1,030 

''''' ..,0 .... ..:t.("',2 " 

il14 .. 572 

Giving 
Effect 

Stater"ent 

$ 9,517 
13,844 
1,4M. 
2,204 

27,009 
49,946 
66,743 

3,952 

$11*7,657 

$ 6,499 
5,,700 

59,,130 
1,030 

75.?98 

$147,657 

$ 

38,385 
( 5,300) 

$33.085 

$ 90 

...32,92,5 

$33.08~ 

Upon acquiring the assets the no .... ' c1:>rporat:I.on
J 

as stated, 

~~11 ass~e the pa~cnt of t~e outstanding debt and wi11 issue 

$75.,280 par value of stock. 

The t~~e1ble properties to be transfcr~ed consiste~, on the 

date of the b~lancc sheet, or r..:.inc tr~.etors> one truck" eight 

traile::-s, :md one seI'\!iee c:lr,:. tosether -,..'itiJ. 7'liscGl1aneous eQu.ipment., 

furniture", and i'ixtu::-e:::. The total costs of ~'l.',cl'l properties are 

recorded at $47,072 and the accmnu1ated reserve at $35 , 511, resulting 

in the net balance of $11,561 shoi-iT. on the be.1ance sheet. The Y.'0cord 

!:ihO'HS tho.t all the rolling stoel: is fl;.lly dep:r .... ~cic;..ted on tl.'le bool{s 

exce,t three 1955 traile::-z and one tractor, but that a.l1 01' t.."le eq1.1i,

ment is being utilized Gnd is in good operatine condition. 
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Testimony shows ~~at it was tile operators' practice, upon 

acqui~ing e~uipment, to convert the same to meet the specialized 

nature of th~ business, ~~hich consists primarily of moving repos-

sesseG ~~ damaged cars. The testimony rur~~er shows that L~ the 

,ast the cost of converting ~~e equipment had been charged to expense 

accounts instez.d of to property ~.ccounts ~nd that, in adeli tion., short 

lives had been used fo~ accumulatine depreciation, three years for 

tractors and trucks and five for trailers, with the result that the 

book values are u.~derst&tcd. 

L~ order that the cCl\.1ipment might lnore neerly be sta,tcd on 

th.e books at its true vt.l'Ue, a.p~~licants eng'·.ged a consulting -
~~gineer to make ~1 appraisal. The ap,rais~l, ~ copy of wnich is 

filed as Exhibit 10, shO~·TS the est1lnatec. re,lac0ment costs, new, 

at $87,704~ and the sound value as of Septc~ber 30, 1955, at $49,946. 

The engineering Witness testified that in his determination he tOO~t 

into conSideration, among other th.ings, the past and future use of 

~~e e~u1pment, the operating condition, maintenance pr~ctic0S, 

observed depreciation for ~"'ear and obsolescence, ~md the rema.ining 

life to a gOing, continuing operation. His conclusions do not 

necessarily repre~ent the pre~cnt ~~rkct v~l~e. 

The int~sible pro,crty accounts are made up of the 

Org~~iz~tion expense 
California P.U.C. permits 
Other intangible properties 

Total 

-4 

Book~ 

~~ 400 
5~500 

66.11;3 

$72.042 

Pro Fo~ 

$ 400 
200 

66.143 

$66,743 
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The applicant corporation proposes to write the California 

:'ights down to 0. figure "rhich is said to represent actUZl.1 cost .. 

The other int~Sible properties arise fro~ the ac~uisition 

of the interstate operating rigb.ts.. These rights 'Here acquired by 

the partnershi~, by purchase, on April 16, 1954, for '~l¢ sum of 

$93,377.81 pursuant to an order of the Interstate Commerce Commissio~ 

in Docket No. MC-FC-56416. The order of the Interstate Commerce 

Commission permitted the corporation to state the purchase price on 

the cooks but re~uired the partnership to amortize the same over a 

five-ye~r period. It is reported t.~at from April 16, 1954, to 

September 30, 1955, the pa::-tnershil' ha.d ~ortized the inters to. te 

operating authority in the sum of $27,235.06, thus reducing the book 

value to $66,142.72. ~t is the applicant corporation's intention to 

~ecord such interstate operating ~uthority at its p~esent book value 

and to continue With the amortization of the same. 

The partnership commenced its operations on or about 

April 15~ 1954. A statement of the revenu~s and expenses during 

1954 and 1955 as re,orted in financis.l statements filed With the 

Commission is as follows: 

OperatL~g revenues 
Operating expenses 
Operating profit 
Deductions -

Interest 
Amortization 
Ot.l).er 

Total 
l'let pro1'i t 

1955 
1954 Jan. - Sept. 

$218,589 
198,74.6 
19,843 

2~968 
14,088 
1.227 

18,313 
$ 1,530 

The operating expenses incl~de salaries of the partners 

and e~~clude any ~11owance for income taxes. Analysis of the 
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statell'lCnts indicates available cash developed by the operation" 

after payment of partners' salaries~ as follows: 

Net income 
Add back non-cazh items -

Depreciation 
,Amortization 

l'otal cash 

1954 

$ 1,530 

1,046 
l~ 088 4n :664 

1955 

$ 6,980 

903 
13 ,212 

~21:195 

It is the corporation's intention, if the proposed transfer 

be approved" to contL~ue the present operations under the r~t0s, 

rules and regulations no'n in effect and to utilize the same facilities 

and personnel. 

Upon reViewing this matter it is apparent ~~at) should the 

proposed transfer be approved and carried into effect, the ne~ 

corporation would enter upon its operations -vri th a favorable current 

,OSition and with a volume of worY~ng capital ~hich ShOUld be 

ade~uate~ It would be acquiring a business which has been successful 

and 'Which, upon the basis of pa.st performance" shOUld .generate 

internal funds in amounts suffiCient to t~ke c~re of its obligations. 

It appears that the book values assigned to the t~gible 

properties do not reflect ti1e true costs nor t~e accrued depreciation, 

and it therefore see~s desirable for the n~w corporation, upon 

acqUiring such properties, to record them at the a,praised figures 

of record in this proceeding. It is true that the corpor~tion Will 

have on its books at the o'l).tset a substDntia,l b~lance in its in-

tangible property accou.nts i-lhich is associnted ";Ii th its interstate 

operations, but such balance is being written off over a short life 

by reservations of income~ which action, of course, will result in 

the retention of caSh in ~1e bUSiness and improvement in the e~uity 

position .. 
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• 
Under the circums~ces set torth in the ,roceeding we 

are of the opinion~ and so find~ that ~e transfer will not be 

adverse to the public interest, that the money, property or labor 

to be proeured or paid for through the issue of $75~280 par v~lue of 

stock is reasonably re~uired for the purpose specified herein~ and 

that such purpose is not, in ~~ole or in part, reasonably chargeable 

to operating expenses or to income, ~d that the applic~t1on should be 

granted. 

In making this order we place the applicant corporation 

upon notice th,at operative rights, ~s such, do not constitute a 

class of property w.hich may be capitalized or used as an element of 

value in rate riy~g for any amount of ~oney in excess of that 

originally paid to the state as the consideration for the gr~t of 

suCh rights. ASide from ~~eir ,urely per~issive aspect, they extend 

to the holder a full or partial monopoly of a class of bUSiness over 

a particular route. This mono~oly feature may be ch~ged or destroyed 

at any time by the state, ~hi~~ is not in any respect limited as to 

the number of ~1ehts ~mlch may be given. 

The action taken herein shall not be constrt1ed to be a 

finding of ~~e value of the progertie~ herein authorized to be trans

ferred nor as indicative of amounts to be included in a l'uture r~te 

base for the purpose of determining reasonable rates. 

A public hearing having been held upon ti1C above entitled 

matter ~nd ~~e COmMiSSion having conSidered the evidence and being 

of the opinion ~~at the application shOUld be zranted, therefore, 
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IT IS HEREBY ORDERED as follows: 

1. Sylvia N. McCook, as ~ecutrix of the Will ot Edward 

L. McCook, Deceased, and Charles A. Arrcsmith and John C. Wentz, 

copartners doing business as Automobile Transport Company of Cali

fOrnia, may sell and transfer to Auto~obile Transport Company of 

California, a corporation, on or before December 31, 1956, the 

ce~tificate of public convenience and necessity acquired by said 

copartners under authorization granted by Decision No. 50154 and the 

operative eqUipment ~~d assets referred to herein. 

2. Automobile Transport Com~any of California, a corpo-. 

ration, in payment for said certificate and operative eqUipment nnd 

assets may assume the outstanding indebtedness of the partnership 

as of the date of transfer and may iss~e not exceeding 7,528 shares 

of its common stock of the aggregate ~ar value of $75, 289. 

3. Automobile Trans~ort Company of California, a corpo

ration, in ac~uiring said rights and properties may record the 

t4ngible properties on its books in accordance With the figures 

developed in the appraisal filed in this proceeding as Exhibit 10 

and the intangible properties in accordance ~'ith the "Giving Effect 

B~lance Sheet" filed as Exhibit H. 

4· On not less th~ five dayst notice to the Commission 

and to the publiC, ap,licants shall supple~ent or reissue the tariffs 

on file witc the Commission naming rates> rules and regulations 

governing ~~e common c~rrier op~rations here involved to show that 

Syl'1ia. N. l'1cCook, as Executrix of the Hill of Edi·rard L. McCook, . 

Deceased, Charles A. ArrCl,smi th" and John C. 'Vientz have '\d. thdrawn or 

c.::.ncel~d and that Automobile Transport Company of C.,.liforn1<l" a 
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cor,oration." has ado!'tcd or ~stablished, as its own" snid rates~ 

rule!: ~.nd regulc3.tions.. The tariff fil1ngs made pursuant to this 

order shall com,ly in all respects with th~ regulations governing 

the construction ~d filing of tariffs set forth in the Comroissionfs 

General Order No. SO. 

5. Automobile Tr~sport Company or California 1 a 

corporation" shc:..ll file -..ri tll the Commission a re~ort" or reports" 

as re~uired by General Order No. 24-A) w.nich order, insof~r as 

applicable, is made a part of tl".is order" and a report containing 

a co,y of the journal entries u:ed to record on its books the 

~cquisition of the rights and properties herein authorized to be 

tra:os:!'erroo.. 

6. The authority herein gr:mted "I,~1.11 become effective 

twenty days after the date hereof. 

~~ Dated at San Fr.aneiseo 1 Calirornia.~ this _____ _ 

day of ~ I 1956 .. 

~t;~/·J 
o Presid~ 

~. ff44-~ 


