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Decision No. _N_U_~}_$_ ... _' • 

BSFOP.E TE:E ~itRO.m CO~SION Ol~ TEE STATE OF CAtIFORl,"UA. 

In the Mat~er of the Application of ) 
UNION TEIQaNAL ·ilj~-qEHOiJSE, ) 

a corporat1on, for permission to 'buy ) 
and o~ Pac1f1c Motor Transport Co~- ) 
puny, a corporation, to sell ware- ) 
house business 1n the City ot L.os .) 
Angeles, a.."ld o'!' Union Terminal ';ie..re- ) 
house to issue and sell sto ok. ) 

~pp11cation No. 17595 

Frat~ Karr, tor applicants. 

opINION 

In this application the Railroad Comm1ss1on is asked to 

make its order author1zing Pac~l.t 1c Motor Transport Company to sell 

certain 'narehouse propert1es to Union Terminal IITarehouse, and auth-

or1z1l:lg Union Terminal ':iarehouse to i ssue ~16, 500 .00 01: its co:m:.on 

cap1tal stock. 

Inror~tion on file with the Commission shows that Pac-

ific ~otor Transport Company 1s engaged in the transportat10n of 

property by express 1n the States o~ oregon and Ca11torn1a, and by 

motor truck in California, and, in addition, in the public utility 

...... arehouse bus1ness in 1,00 ).ngeles in premises leased from Los .An-

geles Union Terminal Company, Los Anseles Public Yoarket Company and 

other.pereons. It acquired such ~rehouse business, together with 

certain warehouse equipment and fixtures and auto truCk properties 

and operative rights permitting operations .between Los Angeles and 
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the harbor district, from Union Terminal Warehouse Company under 

authority granted by the Commission by Decision No. 23564, dated 

~pr1l 6, 1931 on Lpplicat10n No. 17236. 

Upon making the aoquisition ot: the prope=ties of Union 
Terminal Warehouse Co~pany, referred to above, Peciric Motor Trans-

port Company reported that 1t desired to retain tor itself the auto 

truck operative rights and properties, but that it intended to' 

transfer the war~house business to a new corporation Which it pro-

posed to organize. It, therefore, ha: caused the incorporation ot 

Union Terminal ~arehouse, one of the applicants herein, for the ex-

press purpose ot transferring to it the warehouse business tor~erly 

operated by Un10n Terminal 7:e.rehouse Co~pany. The Articles of In-

corporation of the new company show that it was formed on or about 

June 27, ,1931 and that it has an authorized capital stock ot :~100.000. 

divided into 1000 sharo::. of the par value of $100. each, all common. 

The properties to be transferred to Union Terminal Warehouse, 

under the te~ ot the contract of sale tiled as Exhibit ~Bw, include 

~arehousc e~1pment, such as trucks, hOists, dollies, ete.,turn1tu:e 

and fixtures, altere.tions end i::npro,vements on leased :properti&s and 

miscellaneous items and 1ntane1b1es. The agreed transfer price is 

$56~759.30. This is derived in the following manner: 
: Ledger' :Deprecie. t10n :Deprec1ated · value · accrued to · book value · · .. 
· June 30, · Jime 30, · June SO" .. .. .. 

ITEM · 1931 1931 .. 1931 · · Organization eA~ense · .~~ 466.76 .. ,', ;jp 466.76 • 'if' .. ...----......~ ...... -
\7'arehouse equipmen t :14,?14.22 · 11,545.49 ., 2,667.73 · • 
Furniture & fixtures :14,350.33 .. 10,851.76 · 3.496.57 · .. 
Alteration and improve-
.reents on leased :property :12,158.75 .. ,656.28 .. 11,502.47 • • 

AU to s ervi ce ec;,uipme nt : 2,113.55 · 1.687.27 .. 426.28 · .. 
Total investment ••••••• "!'43'l10~ 61 :* 24.?4i.s(5 :i 18,561.81 ~~ .,;;1. 

Franohise value · · .. 24,936.23 · · · Loss trom operation,s Jan.1, 
1931 to June 30,1931 : · .. 13:801.26 · .. 

TO!AL TO BE ?JID ......................... :M 56 759.30 
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The warehouse operative rights involved in this proceeding 

were ests.b11shed. by Union Terminal ·i~iare::c.ouse COI:lpany 'by reason ot 

operations prior to and continuously since August 3, 1927, the ef-

fective dete of Section 50-1/2 of the Public Ut1lities Act, an~ were 

tran=rerre~ to the prewent holder, 2acific Motor Transport Company» 

unde= authority g=anted by said Decision No. 2~564. It app ears to 

be the poliCy ot the prcse:nt ·:cwner to amortize the same by charges' . 

1 I ~ II to lneOme, ~ne sum o~ ~1,312.44 ha~1ng been written o~r dur~ the 

rirst siX months or thls year. 
The pureh~aer does not apply ~or per.m1ss10n to issue stoek 

to finance the total purchase price; it limit" its requ.est to tlle' 

issue ot ~18,500.00 of stock which is approximately equal to the 
reported ledger value, less estimated accrued depreciation, of the 

physical ~roperties, including ~ small allowance tor organization 

costs. This r'cquest seeJ:lS reasonable at'.d the order herein, according-

ly, Will authorize ~he issue as requested. 

The Commission ha~ not undertaken to fix the price which 

a public utility may pa7 for the propert1es; some doubt exists whether 

it has surr1cicnt authority to f1x such a price. It has, however, 

repeatedly held that ir purchasers of public utility propertie~ agree 

to pay more than appe~s to it to ~e reasonable, the ~ces~ purchase 

price Should not be capitalized through the issue ot securities nor 

charged to property and e~u1~ment accounts, but Should be charged 

to the profit and loss account. In the case of a new organization 

acquiring properties, the Commission has perm1ttedexcess purchase 

prices to be charged to a sus~ense account and amortized over a 

period or years by charges to profit and loss. 

In the past the Commission has not perm1tte~ the cap 1 tel-

izat10n of opereting loss nor the capitalization ot operative rights 
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in excess of the amounts actually paid as the consideration for the 
. 

grant of such rights plus the actual cost of ob~a1n1ng them. It 

therefore seems to us, in considering this matter that it Union Ter-

mine.l TIarehouse acqu1res the properties referred. to in -this op'1nion,. 

and it it pays for SUCl properties more than the $lS,5Cl.81, being 

the reported ledger cost ot the properties and eqUipment, less accrued 

depreciation, it should charge sUCh excess, representing operating 

loss and operating rights, to Account No. ll3- ~Other debit account~w , 

ac set forth in ~he Uniform Syste~ ot Accounts prescribed by the Com-

:1ssion for ~rehousemen operating in cities hav1ng a population or 

25,000 or :::::lore, and amortize the same by cquaJ. annual cllarges, over 

a p1i:riod or five years or less f=om the et:f'ect1ve date hereof', to 

~ccount No. 355-~~iscellaneous debits to profit and loss.ft 

o R D E R 

Pacific Motor Transport Company having applied to the Rail-

road COmmission for permission to sell warehouse properties,and Union 

Terminal ft'arE~house having applied. for per:ll1ss1on to issue $18.500.00 

of stock, anc. the Comm1ss1o:J. being ot the opinion that this is'not 

a matter in Which a public hearing is necessary. that the applica-

tions should be granted, az herein provided, and that the money, pro-

perty or labor to be procured 0:- paid tor through the issue of the 

stock is reasonably required for the purpose spe~1ried herein. w.ni~ 

purpose is not, in Whole or in part, reasonably chargeable to oper~ 

at1ng expense or to income, 

IT IS '?;<~.:E:BY ORDE...-o.:ED, that ~.cii'1c Motor Transport Company 

be, and it hereby is, author1zed to sell ani transfer to ~n10n Ter-
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:niDal Warehouse, on or before December 31, 1931, the warehouse rights, 

properties e.nd. equ1pm.ent d.escr1bed. in Exhib1 t "B" tiled in this pro-

ceeding. 
IT IS T{E?~BY FURTE~ ORDERED that Union Terminal Warehouse 

be, and it hereby is" authorized to acq"uire and operate the atoresa1d 

warehouse rights, properties and oquipment, anc ~o issue on or betore 

December 31, 1931, $18,500.00 ot its cornmon capital stock to pat in 

whole or in pert tor said. warehouse rights, properties and equipment. 

The authority ~erein granted is subject to the following con-

dit1ons:-
1. ?a.cU'1c Motor Transport Company :rort~w1th shall w1 thdraw 

its schedules of rates and Charges covering the war~

house service now performed by it in connection with 

the operations now transrerred to ~n1on Terminal Ware-

house, and. Union Terminal W'arettouse, at the sam0 time, 

shall adopt as its own such schedules ot rates and 

charges and al~ effective supplements thereto. 

2. The consid.eration which may be paid by Union Terminal Ware-

house for the aforesaid properties ~hall never be ~ged 

before ~hi s Commiss1oJ:. as a measure or velue of such 

properties tor the purpose ot fix1ng rates or iSsutng 

secur1ties. 

3. Union Term1nat W~rehouse in a~~r1ng the propert1es ot 

Pacif1c Moto~ Transport Company under the authority 

herein granted, may cl"..erge to 1 ts property and equip-

ment accounts not exceeding $43,303.61, plus additions 

and betterments'sinco June 30, lS31, the same to be 
'" 

offset, ill part, by a cradi t of $2.4,741.80 to Account 

160- "Reserve for occrued. depre ciat1on." It it pays 
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for sa.id propert1eiS more than tj;18,561.S1, the dif-

ference between the :fo~egoine figures, plus the 

cost of additions made since June 30, 1931~ it must 

cherge such excess to Account No. 113- "Other debit 

accounts" an~ amortize the same by charges to Ac-

count No. 33~A ~1scellaneous debits to ?rot1t and 

loss", ove~ a period or five ye~rs or less tromthe 
-

effective date of this order. 

4. ~ithin sixty days efter acquiri~ tae business and pro-

perties referred to herein, Union Terminal Ware-

house shall file with the Commission a. statement 

ind1cuting the exact day it ac~uired such proper-

tie$ and co:uo.cnced operating them; a copy or each 

deed of conveyance whereby. 1 t acq,uired t1 tle; c01)1es 

of each book entry used to record the transaction 

on its books of account; and ~ rc~ort as required 

'by' our General Order No •. 24 rela tins to the" 1 ssue of 

the stock herein authorized. 

5. The ~uthor1ty herein granted will become efrective twenty 

(20) days from the d.ate he:reo:C. Sw-/ 
DJ.TED at· San FranCiSCO, Cal1fornia, this...rK~ay or 

..d.ugust, 1931. 

,. 
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