Decision No. AN,

In the Matter of the Application of )
LOS ANGELES-LONG 3ZACH DESPATCE LINE )
for permission ™ take over business ) Application No. 17709
and property and to issue shares of )
its capital stocke )

John C. Scott, for applicantse

BY THE £OMMISS ION:

OPINTON

In this application, as amended at the hoaring haed on
October 29tk bdefore Examiner Famkhauser, Willlam Gissler, Jr., en-
gaged in the maripme transportation business under the name of Los
dngeles-long Beach Decpeteh Line, asks permission to sell the Pro=-
perties used in such dusiness, together with said business, to
Los Angeles-Long Beach Despateh Line, & corporation. The corporation
asks pexmission to issue 315 shares of its common stock and 100

shares of its preferred stocke

It 1a of reocord that for a period of five yesars prior to
february &8, 1951, Willlem Gissler, Jr. was engeged as a Preight egent

and broker for marine busiress at the port of San Francisco, and that

annual
during such period he had an average /gross income of zbout $LS,000.

During the month of Februery, 1931, he chartered a vessel
and established a comm;n carrier marince transportation bdusiness be-
tweep Sen Francisco and Long Beache He hes since and is now en-
gaged in conducting such business. At tYhe present time he operates

in said business & vessel xnown as "The Stetson™. Thi=s vessel makes




ope round trip & week and carries freight onlye He is operating
the vessel under & momth to month charter basis. To satisfactorily
equip the vessel and make it sulteble for the business in which he
1s using the sume, he has, according vo his testimony, spent $3,600.
Approximately $1,000.00 additional was expended in acquiring dock
and wharf{ privileges at Long Beecclk and in acgquiring nececssary office
furniture, fixtures, supplies and facilities for the handling of
freight. His total cash outley is reported at $4,600.00. In Ex-
hidit No. 1 he reports his operating revenues Irom the time he begen

operating bdetween San Francisco and Long Beach to September 24, 1931,

at $54,233.94, and his operating expenses 2% $58,774.15. Eis net

loss for the period amounts to %4,5&0.21.

The los Angcles-Long Beach Despatch Lire, a2 corporation, has
an euthorized stock Issue of 1,000 shares of no par value. The auth-
orized stock is divided Inte 500 shares of common and 500 shares of
preferreds The holders of the preferred stock shall ﬁave no voting
powers. They are entitled to an anmuel dividend of $8.00 per share,
which Qividend shall be cumulative from and after the origiral date
of issuance of the certificate representling the shares for which such
certificate is issueds Any unpaid dividend on the preferred shares
shall be payable before any dividend shall be declared upon or set

cide for the kholders of cormon stocks The preferred stock may be
redeenmed at any time after five years by peying for each share the
sun of $105.00, together with unpeid dividends, 1f anye In the event
of a dissolution of the corporation resulting Iin a distridution of
the assets ¥0 The share holders of the corporation, the preferred
svock shall take precedence over common stock, that is, no distri-
bution shall be made to the shares of the common stock unless and

until the preferred stock has been satisfied. The Articles of In-




corporation do mot indicate to what extent the holders of the pre-
ferred stock shell be permitted to share in the distridbution ol thq
assets.

Applicant corporation csks permission at this time % I1ssue
and sell =t $90.00 per share, 100 shares of its preferred stocks It
further asks that 1t be permitted to expend twenty percent of the pro-
ceeds received from the sale of such stock to pay commissionse The
balance of +“he proceeds would be used by the company to pay in part for
the properties which Williesm Gissler, Jre. Intends to trensfer to ep~
slicant corporetion, to pay indebtedness which it will assume on ac-
count of the acquisition of such properties and to provide itsell with
necessary working capital. We regerd the terms and conditlions under
which applicant corporation propeses to issue 1ts preferred stock as
unreasonable. Furthermore, we question the propriety of permitting the
company %o issue preferred stock on any basis, becsuse its business
cannot yet be regarded as being 2 paying proposition. The company .
should not issue cumulative preferred stock at a time when 1t is doubt-

ful *thet it ¢an pay dividends.on such stock.

The value of the dusiness, property and righats whick Willleam

Gissler, Jre proposes to transfer to applicent corporation are sudb-

mitted as follows:

G00dWilleseesscnsnnsceseasiy0,000400
Talue of charterecscc.... 1,000.00
Value of terminal rights

&t Long Beach. eee 5,000.00
Invesment in equipment and

Other physical proper-

ties es aforesaid..... 4,500.00

The goodwill value of $20,000.00 is not based upon the
business established by Willlam Gissler, Jr. between Long Beach and
San Francisco, but rather upon his five years experience as a broker
and freight agente It does not follow from the fact that he may

have enjoyed a gross income of $15,000.00 per annum as & marine




broker and freight agent that his menagement of appllcant corporation
Trepresents to such corporation an asset worth $20,000.00. The testi=-
mony shows that the charter which is sald %o have a value of $1,000.00
can be cancelled by the owaner of the boat on thirty days notice.
Neither the $1,000.00 charter value nor the $5,000.00 assigned as the
velue of the termimel rights at Long Beach were Justified. If we are
furnished with definlite information showing the amount of eXpenses
incurred in securing the terminel rights at Long Beach and the nature
and extent of such rights, we will be glad to give the matter of auth-
orizing the lssue of stock sgainst such rights further consiferation .
Upon the record as now before ug, we cannot permit applicant corpor-
atlon %o lssue any preferred stock, nor caz we permit it %0 issue 315
shares of its common stock agaeinst the aforecaid assets. We believe
that 1ts common stock issue should be limited to 265 shares and that

such stock should be issued on 2 basis of $25.00 per sharee.

ORDER

Villlam Gissler, Ix. and Los Angeles-Long Beach Despatceh
Line, a corporation, having asked the Commission to eanter its order,
as indicated in the foregoing opinion, the Commission heving considered
the request of applicants and bYeing of the opinion that William Gisslex,
Jre should be perzitted to transfer the properties described in ITx-

hibit "D" to Los Angeles-long Beach Despaich Line, a corporation, and

that sﬁcﬁ corporation should be permitted to lssue on a basis of $25.00

per share, 265 shares of its common stock, that the money, property or
labor to be procured or paid for through the issue of such stock is
Teasonably required by Los Angeles-Long Beach Despatch Line, e corpo-

retionr, for the purposes herein stated, and that the oxpenditures for




such purposes are not, iz whole or In part, reasonadly chargeadle to
operating expenses or to income, and that this application, insofer
as 1t involves the issue of 100 shares of preferred stock and 50
shares of common stock should be denled without prejudice, therefore,
IT IS HEREEY ORDERED as follows:
l. Willdem Gigsler, Jr. may, on or before December 31, 1931,
Sell snc transfer to Los Angeles-Long Beach Despatch
Line, & corporation, the properties and business de~
scrided im Exhidbit "D™ filed in this proceeding.
Los Angeles=Long Beach.Déspatch Line, a corporation, may,
on or before December 31, 1931, issue %o said William
Gissler, Jre in payment for the properties deseribed in
sald Exhibit "D", provided the same are transferred free
and clear of all indebtedness, 225 shares of its common
capital stock, said stock to be issued on o basis of
$25.00 per share. If Los Angeles~-Long Beach Despateh
Line, a corporation, assumes the payment of any indebt-
edress of said William BEissler, Jr. oT buys any of the
alforesaeld properties subiect to eny indebtedness, the
number of shares of stock issued by said Los Angeles-
Long Beach Despetch Line, a corporation, said stock to
be issued on e basis of §25.0C per share, in peyment
for said propertiles, shall mot exceed the difference
vetween $5,625.00 and the indebtedness assumed or *he
amount of indebtedness subject to waick the said Pr o=

rerties were acquireda.

Los Angeles-Long Beach Despateh Line, g corporatiorn, may

issue and sell for cash at $2S.Oowper share, forty shares
, ol Jts cormon stock and use the proceeds to pay orgeni-
zatlon expenses, and provide itself with wrking capital.

Saeid forty sheres include. such sheres a8 Los Angeles-
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Long Beack Despatch Line, 2 corporation, may have
To issue to qualify its Iincorporators.

4. This application Insofar as it involves the issue of
100 chares of preferred stock and 50 shares of common
stock be, and the same is hereby, denfed without pre-
jﬁdice.

S« Lo¢s Adngeles-long Beaca Despatch Line, o corporation, shall
keej such record of the issue and sale of the stock
nereln autiorized and of the disposition of the pro-
ceeds, as will enable it %o file on or before the
2oth day of each month, a verified report, as required
by the Reilroad Commission's General Order No. 24, which
order, imsofer as applicadle, is made & part of this
order.
authority herein granted to transfer properties and
issﬁe and sell stock will become effeciive upon the
date hereof. TFor all other purposes this order shall
vecoame effeciive twenty(20) days after the date hereof.

DLTED at San Frencisco, Califorais, this /& dey of Novem-

ber, 1931,
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Commissioners.




