525 ORIGHAL

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Ap»nlication of
INTERCITY TRANSPORT LINZS, INC, and
HAROLD M. EAYS AND ALAN G. MCLENEGAX,
a partnership doing dbusiness as Inter-
city Tramsport Lines for authority

to enter into a lease of certain
operative right. ‘

Applicatior No. 34023
(FArst Supplemental)

In the Matter of tae Application of
INTERCITY MOTOR LINES, a c¢orporation,
to sell and INTEBCITY FAST FREIGHT, a
corporation, to buy highway commonr
carrier operating rights, arnd of INTER.
CITY FAST FREIGHT for approval of con-
ditlonal sale contract and to issue
stock.

Application No. 38928

[P L WL NGl WL WL P e A WL N WPl WA g

QRPINIO:

The above-entitled'proceedings involve the reorganization

of the operations of Intercity Motor Lines and Intercity Transport

Lires, Inc., and Harold M. Hays and Alan G. Mclenegan, who control

the two corporations througn stock ownersnlp, and the establishment
of Inter-City Fast Freight, a new corporation, in the business of
transporting commodities as a higaway common carrier.

Intercity Motor Lines 1s the owner of certificates of
pudblic convenience and necessity granted by the Interstate Commerce
Commission, radial and contract permits, and certificates granted
by this Commission for the tramsportation of commodities as &
highway common carrier generally between San Francisco Bay polnts

and Arcata, its traffic consisting primarily of express moving'undef
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the express operative rights of Intercity Transport Lines, Inc.

The lact named corporation owns express rights covering generally
the same territory served by.Interclty Motor Linesvwhlch rignts,
however, it has leased to Harold M. Hays axnd Alan G. MclLenegan
wader authorization granted by Decision No. 438302, dated@ Feoruary &,
1953. .

Inter-City Fast Preight 1S the new corporation which was
orgenized by E.-W. Zlliott, under tke laws of California, on or
about Janwary 25, 1957, for the purpose of undertaking transporta-
tion operations. It and the other interested parties have entered
into two agreements, dated February 21, 1957, and have undertaken
to make other arrangexents providing for the fol;bwing actions,
among other things:

1. Intercity Motor Lines will transfer 211 i%ts oﬁerative
rights and goodwill to Inter~-City Fast Freight for the sum of
$125,000 by means of a conditional sale coutract providing for
a down payment of $30,000 and for deferred payments of the remain-
ing 395,000 over a-period of 120 months with interest at %the rate
of 5% per annum.

2. Inter-City Fast Freight will place 28 units of equip-
ment in the operations at the ouxéet ané will issue anéd sell, for

_ cash, $45,000 par value of sﬁock To pay, in part, for such equip-
nent and to provide working capital. ©T

3. Harold M. Hays and Alan G. Mclenegan will terminate
Thelr lease of the express operative rignts and will sell the out-
standing shares of stock of Intercity Transpbrt Lixes, Inc;,.to

E. W. Elllott for the sum of $65,000,.
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L, Intercity Transport Lines, Inc., will resune 1S
express operations, will prov;de plekup and delivery equipment and
will issue and sell; for cash, $15,000 par value of stock to
provide worklng capital.

The program outlined herein appezrs to have been zade
necessary by the fimancial condition in which Intercity Motor Lines
now finds 1tself. The applications clearly show the carrier has
suffered reverses and 4s iz a difficult {inmanclal situation as a
result and 1t seexms quite likely that wlthouﬁ rellief the operatloné
Will be interrupted or lmpaired and the cozpany will be wnzble to
meet 1ts oblizations. The applications further show, on the other
nand, that those in comtrol of the new orgaxization are willing to
invest substantial sums of money in the enterpriﬁe, that they will
provide modern equipmert and a couslderadle amownt of cash working
capital, that they are experienced in the transportatlion business
and that they shouwlé be in 2 position to finance the‘acquzsition
and to develop the service to the benelit of the shippers.

Upon a full review of\these a2oplications, we are of the
opinion, and so find, that the transfer of operative rights will
not be adverse to the public interest, that the money, property or
1labor to be procured or pald for by the issue of the stock herein
authorized 1c reasonadly required for the purposes 1nd1¢at¢d herein,

that such purposes are rot, in whole or in part, reasonably

chargeable to operating expense or to income, that the executlon

of the comditional sale comntract providing for deferred payments
15 reasonadbly reguired by Inter-City.Fast Freight for the purpose
consunmating the purchase, and that we are warranted in entering

order approving the requests of tne applicants.
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Cur oxrder shall not be construed to be a findlng of the

cost or value of the operative rights nor as authorizatlon to

caplitalize thexn ixn excess of the amount allowed by law. Applicants

are heredy placed on notice that operative righits, as such, do not
comstitute 2 class of property which may be caplitalized or used as
an element of value in rate fixing for any amoﬁnx of momey in
excess of that originally pald to the state as the conslideration
for the grant of such rights. Aside from their purely permlssive
aspect, they extend to the nolder a full or partial monopoly of a
class of business over a varticular route. This mozopoly feature
may be changed or destroyed at any time by the state, which 1is

not An any respect limited as to the number of rights which zay be.
given.

One further zatter requires the attention of the Com-
mission and that 1s the C.0.D. collections which have not been
remitted by Intercity Motor Lines. We observe that the down pay-
zment wnder the conditional sale comtract will be deposited in
escrow with Western Title Insurance and Guaranty Co. and we will
require, as a condition precedent to the authorization herein
granted, that Intercity Motor Lines supplémenx the escrow instruc~’
tioms with a full ané complete 1ist of the wunremitted C.0.D. pay-
ments and with a directive to the title company to pay such amownis

out of the sum depocited with it.
OQRERDER

The Coxmission having considered the above-entitled

matters and being of the opinion that a pudlic hearing is not
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necessary and that the applications should be granted, as hereln
provided,

IT IS HERZBY ORDERED:
1. That Harold M. Hays and Alan G. Mclernegan and Inter-

city Transport Lines, Inc., may execute the agreement to terminate

lease whlch 1s filed as Exhidit 1 to the First Supplemental
Application No. 34023 and may carry out the terms of such agreement.

2. That Intercity Transport Lines, Inc., may 1ssue and
sell not exceeding 215,000 par value of coﬁmon stock, for cash,
on or before December 31, 1957, for the purpose of providing
working capital.

3. That Intercity Motor Lines may trazsfer its éperative
. rights and goodwill to Inter-City Fast Freight under the terms set
- Torth in Application No. 38928 and in the conditional sale contract
attached thereto as Exhidit 1. Intercity Motor Lines ard Inter~
City Fast Freight may execute and enter into such coﬁditional sale
contract an& carry out its terms.

4. That Inter-City Fast Freight may issue and‘seli not
exceeding $45,000 par value of common stock, for cash, on or before
December 31, 1957, for the purposes of financing the cost of equip-
ment and of providing working capital.

5. That applicants shall, effective concurrently with
the consummation of such transfer, and on not less than five days!
notice to the Commission and to the public,'supplemenz or relssue
the tariffs on flle with the Commission nmaming rates, rules and
regulations governing the common carrier operations here involved

to show that Harold M. Hays and Alaxn G. Melenegan, doing
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business as Intercity Transport Lines, have wlithdrawmm Or
canceled and Intercity Transport Lines, Iné., has adopted or
established, as 1ts own, sald rates, rules and regulations.

6. That applicants shall, effective concurrently
with the comsuxmation of such transfer, amd on not less than
fave Qays' notice to The Commlission and TO the public, supple-
ment or reigsue the tariffs on file with the Commisslion namlng
rates, rules and regulations governing the common carrier
operations here involved to show that Intercity Motér‘Lincs
nas withdrawn or canceled and Inter~City Fas®t Freight has a&bpted
or established, as 1ts own, s5ai1d rates, rules anq regulations.

7. That in %the plaée and stead of Intercity Motor
Lines, Jnter-City Fast Freight 1s substituted as the party o
all joint rates presently maintained by Intercity Notor Lines
and on file with the Commission.

8. That Intercity Tranmsport Lizes, Inc., and Inter-
City Fast Freight shall file reports as required by General
Order No. 24-4, which order, insofar as applicable, 1is made
a part of this order.'

9. That the authority herein granted will become

effective when (1) Inter~City Fast Freight has pald the fee

preseribed by Section 1904(b) of the Pudlic Utilities Coce,
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which fee 1s £95, and (2) Intercity Motor Lines has filed with

the Commizsion a copy of 1ts escrow iastructions as indicated

An the opinion preceding this order.

Dated at Los Angcles , California,
thls ’/5’ /) — day of

Commissliorers
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