. _Decision No. 61166 ) U&BH Aﬂ.
BEFORE TEE PT:BLic UTILITIES COMSSIOWT OF "‘HE STATE OF CALIPORNIA

In the Matter of thoe Application

of I. F. STEVWART, an individual,
. to transfex operatina rights and’

property to ZARQOLD S. SCOTT, .and:
-of EAROID S. SCOTT to isswe | .
~ovidences of indebdtedness-in’ tb.c‘_‘,
form of ‘a promissory note and '
chattel mortgage.

- s NS Vvitu\(“" v.j:"

O?INI Oii'

Tb.is application waa i‘iled on December "(‘, 1960 for‘jr#' e

an order of the Co'rmission (l) authorizing I. :._Stewart to o
‘) 'transi'er opera ive ric,hte and oquipmcnt to 13ar<:>:!.c1 S. Scott -
) and (2) authorizing Harold S Scott to execute a mortgage» ol :
| - chattels a.nd to issue a note in the principal amount oi‘
'olss,'foo. | | L o

Applicant Stewart is engabed in the operation oi‘ a‘
radial highway cormon carrior service, a highway contract o o
carrier service and a: cit'y' carrier service and in addition, , S
1n the operation of a highway cormon car*ier ervice i‘or
general commodities, with ccrtain oxceptions, botween San
‘I-‘ranciscc and other points in northorn Calii‘ornia, und.er a
certii‘icate of public convenience and’ nocossity granted by
Decision ’\To. 60335, dated J’nno 28 1960 as amended ‘oy
Dec:.sion Now 60681 dated .,optember 1, 1960 in Application

. No. 1;1655. According to the presont application, e desircs

| Applfcation Yo. 42938



to dispose of his b.ighway commcn carrier eperatiens and he has
made arrangements to sell bis certificate of public convenience | n
and n.eces.,its,r and goodwill, tegether with 30 units of rolJ_ing

' stcca: and certain ei‘i‘ice equipment, to Harcld S. Scott for tb.e o

sun of $180, 700, payable ..925,000 in cash and <":1.55,7‘00 in install--‘

ments which will be represented by a nete payable at the rate ,
ci‘ 83,000 per mcnth wntll. 72,000 has been paid and thereai‘ter |
at the rate oi‘ 325 per menth witb.cut interest, except that '
any delinquent installments shall bear interest at the rate oi‘
7% per snnum. o o

The agreement of ssle dated December l, 1960 I‘iled
as Exhibit A, shows that the parties h.ave assigned $5,000 ci‘
the purchase price to the cperative rights, $35,000 tc goedwill
and $lh.0,700 to the tangidvle properties.- lhe amonnt assigned |
for eperative rights is ass erted to be nct excessive because |
it does not represent substantially more than the amcunt which
I. F. Stewart paid for attorneys' i‘ees, acceuntin.g costs and
othex: incidental costs in ccnnecticn with the acquisiticn ci‘
;his certii‘icate. | | |

It is not owxr pr‘ac ice o i‘ix the price which may _
be paid by the purcha.ser of a public utility operaticn althcush,
of course, we can decline to apprcve a transi‘er of public utility
properties and right... ir it sb.cu.ld appear that the purchaser
does not have sui‘ficient i‘inancial resourcec' tc meet tb.e purche.se
price and to tmdertake tb.e cbl.igations ef i‘urnishing public |
utility serv*ce, or 1f the transi‘er, in eur coinion, wculd be |

adverse to the. publ c intere t. In the present ca..e, it appears -




that the -purchaser 13 experienced in the ~operatioﬁ"'of “certificated"

truck lines and that he has tb.e fimmcial re.,ources wh:!.cb. should
enable him to finance the acq_uisition a.nd to continue operat::ons
of the hig,hway coxnon carrier service he proposes te acquire

and to meet the obligation.s to be imposed by the proposed note _
and mortga.g,e of ehattel - We i‘ind and conclude ’ therefore,

that the execution. of the note a.nd mortgage of chattels dees‘
not threaten to :erpair the abilit'y of the purcb.aser to maintain
the pu'bl..c serVice and that the proposed tra.nsrer will no*t: |

‘be adverse to the pu.bl:.o interest.

In ma.kins tnis 'rinding, we are’ not pa.ssing on ‘or
e.pprovﬁ.ng tho value.. placed 'by the parties on the various
elements of the proper‘cies to 'be transrerred. ) We pla.cc L .
Horold s. Scott on notice that opera.tive rights ,as such, K o
do not constituto a class of p:-operty which may be capita.l_f.zed
or used as an element of vo.lue in ro.te rixing rer any amount o:t‘
xr-oney in excess of’ that origina.lly pa.id. to the sta.te as the |
comideration for the grant o:'.‘ such r.’:.ghts. ‘ As:!.de i‘rom their
purely permiasive aspect they extend to the holder a i‘ull or~
partial monopoly Oa. a class of bu...ine.,s over a. partioular
route.  This monopoly i‘eature may be che.n.ged or des royed at
any time by the state, wb.icb. is not in any respect limited
as’ to the number of r&ghts wb.iob. ma'y' be given-.“__' PR




The Commission ha.ving considered the abovc-entitled
matter and being of the opinion tb.a.t a pnblic hearing is not
necessa.ry, ‘that tb,c money, property or labor to bc procured
or paid for by the Lssue of. tb.e note herein authorized is
B reasonably recuired for the. purpose specified herein, and thnt

such purpose is nct in wholo or in’ part, rca.sona.bl'y chargeable -

to, operating expenses. or to income, ‘therei‘ore y
| I7 1S EEReEY om:zazo*as ronow's:' |

1. I. F. Stewart may transi‘er nis certiricate of
public convenlience and neccssit'y a.nd b.is other asso'cs,
set i‘ortb. in this applica'cion, to Ha.ro ld S. Scott in a.ccordance
with tb.e tems and conditions 3et i‘orth in the agreement of |
December 1, 1960, i‘iled in this prc:~<:.eed.ing> as’ Exhibit A.

2. Herold Se Scott in part payment :L‘or sa.id righ.ts
and otb.er asset... » may issue a note in the principal amonnt of
not to exceed ‘,9155,700 and may execute a *uortgage of chattels,v
wb.ich note and morcgage of che.ttels shall be in, or substantiallp-
in, the same forms as those i‘iled With th.is applice.tion. g

3¢ In acquiring ..aid certiricate nnd other asseto
Harold S. Scott shall enter in his property a.nd deprecintion
reserve accounts the amounts reflected on the books of the
present owner on tho de.tc the trnnsrer is consunmtcd and

shall enter in Account 155, Othor Intangible Property, |
portion or the cost of acquisition not otheMse inclnda.blc in'__
the otb.er intangib‘.l.e and . tangible property accounts. S




ix.. On not- less than ﬁ.vo days' notico to tb.e

Commission and to the public, ofi‘octivo concnrrontly with |
the conswmation of such transfor, ‘ npplics.nts shall supplomont
or reissue the tariffs on rilo with the Commission naming ratos >
rules and rogulat:!.ons govorning tho highwny common ca.rrior

- operations horo 1nvolvod to show tha.t I F. Stewart haa with-
drawn or canceled and Harold S. Scott has: adopted or estab]ished
as his own, said rates, rulos and regulations. Tb.e tarirr

filings riade pursuant to this order shall comply in all ro.;poctsr“ :

with the regula.tion.s g;ovorning tho construction am:l ﬂ.ling or
tariffs set fortk in the Commission'a General Ordor No. 80. L

5. Earold S. Scott she.ll ﬁle witb. tho Commission
a report, or roports, as roq,uired by Genez-a.l Order N’o-. 22.;-15.,
which ord.or, insofsr as applicable, is made a pa.rt or tbis

' ord.er. '

6o Tb.e authorization herein gra.ntod sha:l.l bocomo
effective when I-Iarold S. Scott hs.s paid tho foo prcscribod. by
Section 1904(b) of the Public Util:!.tios Codo, wh.ich :f.‘oe is
“$156. If not oxorcisod s such authorization w:Lll oxpire on
February 28, 1961. | *

Dated at ‘ ,'Califo;'nia,

s LIl day of _Aleceqectird 1960.

i PUBLIC UTILITIES COMMISS. 0'\1
SRATE ox‘ CALIFORNIA

DEG‘U&/ 1580 w
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