
MA Ids 

Decision No. -----
BEFORt !HE PtJ'B.LIC UTILItIES COMMISSION OF THE STA'!E OF CALIFORNIA 

In the Matter of the Application of 
CA'I.AI.INA ISLAND SIGH'!SEEING LINES, a 
California corporation, for authority 
to enter into a Bareboat Charter Party 
Agr~ement as to the SS Catalina and 
Cert~in Other Agreements and to Suspend 
Certain P as senger Operations. ' 

Application of M.G.R.S., INC., a eorpo- ; . 
ration, for authority to operate a j 
,assenger service by vessel between ~ 
Wilmington, California, and Avalon, ) 
Santa Catalina Island, California. ) 

Application No. 41589 

Application No. 41613 

Gibson, Dunn & Crutcher, by M.:1Y._:;:d-4.Y. Ut,;', for 
Catalina Sightseeing Lines, ana ~nterectcd party 
in Application No. 41613. 

Vaughan, Brandlin & Baggot, by James l:te_;'Y...o~, for 
M.G.R.Sel 1oc., and interested party ~n ApPli~tion 
No. 4158~. 

Bill Krug, in propria persona, protestant. 
Henry z. J~rdan, Chief Enginee:-Secretary, Bureau of 

FranChises and Public Utilities, for the City of 
Long Beach; Les1 ie Thue..5. and Howard Thuet, for 
Avalon Naviga~ion Company; Mayor Harvey Cowell, for 
the City of Avalon; and Robert Ellis, for AVaIou, 
Catalina Island Cbamber of commerce; interested 
parties. 

Cvril M. Saroyan, for :he Commission staff. 

INTERIM OPINION 

Public bearings were held in these matters before Examiner 

G:3nt E. Syphers in Los Angeles on December 10, 1959 and January 13, 

1960. On these dates evidence was adduced and on the last-named 

date the matter was submitted Subject to the filing of statements of 

poSition by the parties. These statements now have been filed and 

the matter is ready for decision. 
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The Catalina Island Sightseeing Lines and its predecessor 

companies have, for many years last past, operated steamship service 

between Wil'mi'll.gtou and Santa. C.:I.talina Island. This service has 

conr,isted of the hauling of both pMsengers and freight. 

In recent years this steamship service has been limited to 

the s\U'I:Irller season anc! the company has operated other bOAts during 

the winte'l:. 

The last year in which the steamer oper~ted was 1958. 

nu'l:ing this year the steamer SS Catalina ran from April 12 to 

October 12, ea...-rying both passengers and freight. On October 13 the 

steamer service was replaeed by motor cruiser service and on Decem­

ber 18, 1958 an arrangement was made whereby freight was transported 

to the island by Paeific Motor trucking Company freight trailers, 

being carried on barges towed by the H-IO Water Taxi Company. 

During the 1959 season the Cat~lina Island Sightseeing 

Lines did not do any passenger service allegedly due to a labor dis­

pute which arose in connection wiCh the freight service. Accord­

ingly, the steamer SS Catalina has not been operated since October 

12, 1958. 

M.G.R.S., Inc., is a new corporation which has been formed 

for the specific purpose of taking over the steamer operations. It 

is composeci of five individuals, each of wbom intends to advance 

$40,000 in cash to make a total capitalization of $200,000. 

In tbe instant applications authority is sought for the 

approval of six agreements which were received in ~vidence as Ex­

hibits Nos. 1 to 6, inclusive. Exhibit No. 1 is an agreement :or 

the charter of the SS Catalina to M.G.R.S., Inc., and Exhibit No. 2 
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.... 

is a barebost charter party cov~rin8 ti1e lease of this vessel. In 

substance, it is proposed to lease this vessel for a period of ewo 

years commencing January 1, 1960. The proposed rental would 'be 

$45,900 per year ane during the period of this lease the Catalina 

Island Sightseeing Lines requests authority to suspend its p3$senger 

se-.rviceoo 

Exhibit ~~o. :3 is a proposed l~a.se of me Wilmil'lg1:on Termi­

nal whereby the lessee, MooG.R.S., Inc., proposes to make all the 

payments req,uired to be made to the Board of Hari>or Commissioners of 

the City of los Angeles ~ conncction with the Wilmington Terminal. 

Exhibit No.4 is au agreement of lease for the Av.a1on Pier l'erminal 

c.~ a propos~d rental of $41,000 per year, and Exhibit: No.5 is an 

agreement: of lease for the Casino BAllroom at a proposcd rental of 

~30 ,000 per year.. Exhibit No. 6 is Do copy of escrow instructions 

and a.g:e~t under the terms of which M.G.R .. S., Inc., agrees to 

depo~it in escrow, $200,000, which sum is to be used for the recon­

ditioning of the steamer ~d the operation under the lease agree-

mcnts. 

The M.G.R.S., Inc., proposes to u.~dertcl~e the operation of 

the steamer, including the-piers and certain property connect~d 

therewith, and the Casino in Avalon, ane! to operate these facilities 

in the h.:.u11ng of passengers. It does not propose to ~a.nsport :my 

+ "h'J.. _rcl.&<"t .. 
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The applicants, through Exhibit Ho. 8, estimated that 

the Catalina Island Sightseetng Lines would realize a net income 

of $15,400 per year from this lease arrangement and other business. 

Test~ony was presented by a witness for the staff which indicated 

that the rental proposed was too high, based upon the original 

cost less depreciation concept of arriving at the value of property. 

The estimates of the company and the staff in this regard are as 

follows: 

Item 

Rental SS Catalina· 

Insurance on SS Catalina 

Teminal R.ental 

Rental of Casino 

Administrative Expense 

Company 

$ 45,900 

41.00'0 

30,000 

Staff 

$ 1,200 

13,000 

40,870 . 

It will be seen from the foregoing table that the 

principal differences in the est~tes arc three: first. the c~ 

pany used a rental for the steamer based upon a present~ 'day 

estimated value of approximately $950,000, whereas the sta·ff used 

the depreciated value of $15,000. In other words, the steamer 

has been completely depreciated and there is a remaining salvage 

value shown on the books of $15,000. In this instance we hold 

the staff's findings to be correct inasmuch as this Commission has 

adopted the policy of using original cost less depreciation for 

rate~aking purposes. 

A second significant difference is tr.at the company has 

set up a rental of $30,000 for the Casino and the staff has given 

no considera,tion to this item. We now hold that the casino is not 
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a p~rt of the steamer operation and for purposes of this proceeding 

m3y be termed nonoperative property. Therefore, we will make no 

allowance for rental of the C.:lsino in this proceeding. If the 

parties desire to rent this building, that is a matter which does 

not cO:lle un~r the jurisdiction of this Commission. 

The third significant difference lies in adminis~rative 

and general expense. The staff has used a flat figure of $3,000 

without attempting to allocate any of this money to any particular 

rental item. While this figure has been computed 8S a result of 

gene:al experience with transport~tion companies, we believe the 

situation here is unusual and that $3,000 is not a sufficient 

expense allowance for :his. The figures submitted by the company 

do not set out ~ specific corresponding amount. We do' not now 

determine a reasonable allowance for this expense since there will 

be a further proceeding to determine rates and at that t:i:me this' 

matter will be inquired into further. 

The application was opposed by the owners of the Avalon 

Navigation Company which company operates a boat service from 

Long Beach to Avalon. It was also opposed by a resident of 

Catalina Island who contended that the present freight service 

by barge is not satisfactory and that the Ca.talina Island Steam­

ship Lines h4s) in fact, ~brogated its common earrier responsibility 

in permitting others to conduct this service. He also contended 

that the new organization is untried and inexperienced. 

In 1:he light of this record we now find that the 

proposed lea~e is justifiec. We are aware of the 'face that M.G.R.S., 

Inc.) is a new operator and that its capitalization is $200,000. 
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The evidence also discloses that to ~econdition the steamer and 

place it in operat~ condition will cost more than $50,000. 

Likewise, there are heavy operating expenses which will be incurred 

in the conduct of the operation. Therefore, the ensuing order 

will be conditioned upon 3 requirement that the Catalina Island 

Sightseeing Lines agrees to reundertake this steamer operation 

sho1.l1d the M.G.R..S., Inc., operation not prove to be satisfacto:ry. 

We are further lJ.Ware of the content:ions as to the inade­

quacy of the present freight operation by barge. There is presently 

pending before this COmmission, a proceeding which will inquire into 

that situation, Case No. 6283. Inasmuch as it is the responsibility 

of the Catalina Isl~d Sightseeing Lines to transport both passen­

gers and freight, and inasmuch as the principal vessel owned and 

operated by this ~ompany in the past ~s been the SS Catal1n3, it 

would not appear Wise upon this state of the record to completely 

divorce this vessel from. the freight hauling business. Therefore, 

the ensuing authority will also be conditioned upon a requirement 

thet M.G.R.S_> Inc., agree to permit the SS Catalina to be used 

for the! hauling of freight should such a requirement be found to 

be in the public interest. 

With these restrictions, the ensuing order will approve 

the proposed documents, Exhibits Nos_ 1 to 4, inclusive, and 

Exhibit No.6, except that we will only approve a valuation of the 

steamer for the purpose of the lease and for any future rate-making 

purposes based upon original cost less depreciation. 

By Application No. 41613> M.G.R.S., Inc., requests 

a certificate of public convenience and necessity to permit the 
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operation of the ,"essel for passenger service bc~een 'V11lmingeon and 

Avalon, and also requests the fixing of rates therefor. The ensuing 

order will grant such a certificate subject to the condition as to 

the hauling of freight here~nabove mentioned. 

In making the foregoing findings and conclusions, we are 

aware of the evidence introduced in t~ese proceedings which shows 

that the SS Catalina, when it was in operation, handled approximate­

ly 70 percent of the passengers be. tween the mainland and Avalon 

during the summer season. Therefore we find that public convenience 

and necessity require the operation 0: this vessel. We further find 

that this ~'essel should be operated on a regular daily sched-..:.le 

during the period f:om May 1st through Labor Day of each year. 

Furthermore, it is foun~ tha.t public convenience aD.d~:o.ecessity re­

quire th.:.t the operator of the vessel ha:l.dle band bssgage and offer 

hand baggage chcc'king !?rivileges to the s.:me extent as these have 

been offe:ed in the past. 

We also note that the Island Boat Service, which, like the I 

Catalin~ Island Sightseeing Lines, is a wholly owned subsidiary of 

the Santa Catalina Islo'lnd Company, has filed Application No. 41596 

which hes for its purpose the clarifying of the operative rights of 

that Co:l~y.. The. Island Boat S~:rviee presently has authority to 

transport persons and their hand baggage on an on-call year~round 

basis between Wilmington and long Be.g,ch on the one: h.!l.nd and Avalon 

on the other. While there was a motion to consolidate this appli­

cation with the instant proceedings, this motion was opposed by two 

of the appc2.ranccs and for this reason Application: No. 41596 will 

be t'rle subject of other hearings. 

M.G.R.S .. , Inc., is hereby placed upon notiee that oper­

ative rights, as such, do not constitute a elass of property which 

may be capita.lizcd or used as an element of value in rate-fixing, 
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for ::rtJ.y amount of money in excess of tilat originally paid to. ~e 
I 

State as the consideration for the grant of such rights. Aside f%'Oln 

th~ir purely pc:missive aspect, they ~~tend to the holder a full or 

partial :lODopoly of a. class of business over a pareicula::: :route .. 

'!his monopoly feo'lture may be changed or destroyed at any time by the 

State, which is not, in 2.ny respect, limited as to the n\lmber of 

rights which may be given. 

!he ensuing order will be interim in nature, and £urehe: 

proceedings will be held to inquire into the proposed rates of 

M .. G .. R.S. p Inc. 

INTERIM ORDER 

Applications as above entitled, having been filed, public 

hearings hnving been held thereon, the Co~ission being fully zdviscd 

in the precises and having ~dc findings as above stated, 

I'l' IS ORDEc:ED that the Catalina Island Sigb:sceing Lines, 

~ corporation, and M .. G.R.S., Inc., be and they he:e'by are authorized 

to el!:e: into .'l:),d make effec~iv~, the agreements <lesigna:ed as 

Ey~ibits Nos. 1 to 4, inclusive, and Exhibit No.6, subject ~o the 

conditions and restrictions hereinafter set out: 

a .. 

"0 .. 

Ib..:.t Catalin~ Isl::rnd Sightseeing. LineG, as a 
condition precedent to the t&(ing effect of this 
order, shall file with this Commission a statement 
in writing ~grccing to reundertake .~d ~c-establi$h 
the operation of the steamer~ the SS C4~alin4, 
beewecn Wilmington .and Avalon in the event service 
by M.G_R.S., Inc., should be discontinued or pxoved 
to be, unsatisfactory. 

Tb~t M.G.R.S. l Inc., as a condition precedent to 
the taking eftect of this order, shall file with 
this CommiSSion, a written statement agreeing to 
pennie the transportation of freight on the SS 
Catalina should such transpo=:ation become dcsir­
,ble in the public interest. 
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c. '!hat the rental allowed in any future :rAte 
proceeding for the use of the steamer SS 
C.ataliua. sball be based upon the origina.l cost 
less depreciation. 

It IS FtJR'tHER. ORDERED: 

1. That a certificate of public ~onvenience and necessity, 

as provided for in Section 1007 of the Public Utilities Code, be, 

and it hereby is, granted to M.C.R..S., Inc., authorizing the estab­

lishment and operation of a service as a common carrier for the 

transportation of persons and thei: hand baggage and for the t:ans­

portation of freight by the S5 Catalina between Wilmington in the 

City of Los Angeles and Avalon on Santa Catalina Island. 

2. That the foregoing certificate is granted subject to the 

follOwing conditions: 

a. that the passenger service herein authorized shall 
be conducted on a daily scheduled basis from ~y 1st 
to and including Labor Day of each year. 

b.. That a.pplicant shall file a written acceptance of 
the certificate herein granted within a period not 
to exceed thi~ty days from the effective date hereof. 

c.. '!hat within 120 days after 1:b.e effective elate hereof, 
and on one day's notice to the Commission and the 
public, applicant sball establish the passenger 
service herein authorized and file in triplicate and 
concurrently make effective tariffs and time scheduleo 
satisfactory to this Commission. 

d. That upon order of this Commission, applicant shall 
establish freight service as directed. 

e. That ap?lieaut shall provide hand baggage cbecking 
privileges in connection with its steamer operations. 

the foregOing order is inter~ in nature and further hear­

ings will be held to determine the rates and f.ares to be charged. 

Pending a decision in such further proceedings, any operations 
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conducted under the foregoing certificate shall be at the presently 

exis.ting rates. publi.sh~d by the Catalina Island Sightseeing Lines. 

The effective date of this order shall be twenty days 

after the date hereof. 

, California, this d2.~ 


