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Decision NoO.

BEFORE TET RAILROLD COAZSSION OF TEE STATE OF CALIFCRNIA

Tn the Matter of the Application of

. F. SLLSBURY as receiver of Merchenis
Express & Draying compaay, a COIpora-
tion, SELLER, ard HENRY C. MHAFFY, JR.
epd RALPE J. RITCHIE, a5 recelvers of
United American Utilitics, Inc., & cor-
poration, and WZB3 RICZLRDS, SUYZERS,
*or an order of the Reilroad Commission
of the State of Califorznie authoriz-
ing the former to sell and convey cnd
the latter to purchase and acquire the
properities and righis referred 10 in
this applicatior.

Applicetion No. 183594

e e o P T PN e e e N et N

Tn the Matter of the Application of )
VEBR RICEARDS, SELLER, and MERCHANTS )
TYPRESS CORPORATION, & corporation, )
BUY:ZR, for an Order of the Railroed 5
Commission of the State of California )
(a) suthorizing she formex %o sell and )
convey snd the latier to purchase and g
)
)
)
)
)
)

acquire the properties ind rights referred
£o nerein; (d) suthorizing the latier %0
{scue its capitel stock in peyment of

said properties and xightis; (¢) authorize-
ing the latter to issue certain promiz-
sory notes; and (&) authorizing the latter
to exeecute %he morigage terein set forih.

Application No. 19603

Delazeey C. Smith, for E. F. Salsdbury, Recelver
of Merchents Express & Draying Company,

Reginald L. Veuvgkn, for Heary C. Mahatfy, JTr.
and Ralph J. Ritchrie, Receiver of United
imericen Utilities, Inc., and for Merchants
Txpress Corporation,

ingelo J. Scampini, for wedbd Richerds.

BY TEE COMMISSION:

OPINIOCON

L —

mhe two above entitled applications involve the trans-
fer o %he propervies of Merchants Zxpress & Draying Company, 20w
in receivership, to Merchants Express Corporatlon, & NEw corporation,
end to Uzited Americen Usilities, Ince., and the izsue of stock and

notes by Merchents Express Corporetiod.
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Merchants Express & Draylrg Company iz a California corpore-
tion heretofore enzaged in the dbusiness of transporting proverty by
auto trucks generally between Sen Franciseo end Zast Bey points, eand
in the pudblic utility werebouse ducimess in Oakland. It bas beea
controlled through stock ownmership, directly or imdirectly, dy United
American Utilitles, Inc., & Delawere corporation.

The epplications show that both United American Ttilities,
Inc. and Mexrchants Express & Draying Company are in receivership. It

s reported that Henry C. Mahally, JTe and Ralph J. Ritchie are the
receivers of the former company and thet E, F, Selshury is the re-
ceiver of the latters, In addition seid Heary C. Mahaffy, Jr. is
the receliver of Paclific Freight Lines Corporation, Lid., & Deleware
corporation affilieted with Urnilted imerican Utilities, Inc. and Mer-
chants Exprecs & Draying Compary.

The record here chows that on May 15, 1934 an agreecment was
entered Into by and betweexn Henry C. Meheffy, Jr. end Ralph J. Ritchie,
as Recelvers ol United American Utillties, Inc.; Henry C. Mahaffy, J>.
ag Receiver of Pacific Frelght Lirnes Corporation, Ltd.; z2nd Webd
Richards, wheredby said Richerds sgreed to purchase gll the propertiss
and a3sets, including currezt assets and all operating rights, of
Merchants Express & Draying Company, exccpting certuin terminal pro-
perties. These latter mroperties, which consist of termins)l facil-
ities located in Oakland and Ser Franeisco, will be transferred %o
the receivers of United American Utilitlies, Inc., or their noxminees,
and theregfier leased to Webd Richards for a period of three years.

Uncer the terms of the agreement, & ¢copy of which is filed
&5 Exhidbit "B in Application No. 19594, Webd Richards agrees to pay
or cause to be discharged (1) the claims of the creditors of Merchents

Express & Drayiag Company who have filed such clasims in the receiverw
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ship procecdings except the claims of the receivers of United imeri-
can Utilities, Ince. and RPacific Freight Limes Corporastion, Ltd., and

of Pacific Freight Lines, Imc., (2) the costs and expenses of the re~
ceivership of Merchants Express & Draying Company and (3) the sum of
%30,000.00, payedble $15,000.00 iz cash and $15,000.00 in notes, to cic-
charge the claims of the receivers of Urited American Utilitles, Inc.
and DPeecific Freight Lines Corporation, Lid.

It appcers that Henry Ce Mehaffy, Jr. znd Ralph J. Ritchle

s receivers, heve obteined cuthority from the Court of Chancery of

the Stote of Delaware to enter into the agreemeat, and =. F. Salsdury,
as receiver, has obtained authority from the District Court of the
United States in sné for the FHorthern District of Califorrnia, Southern
Division, to sell arné convey the properties of Merchsnts Express &
Draying Companye.

The various epplicants accoxdingly have filed Application
No. 19594 for authority from this ¢amission to consummate the itrans-
actions.

Upon acquiring the properties as set fortk in the agreement,
Tebb Richards proposes to cause their {ransfer to a mew corporstion
xnown as Merchants Express Corporation, which was organized under the
laws ofthe State of Califormia on or zdout August 22, 1934. Appli-
cation No. 19603 shows thet irn taking over such x operties Merchantis
Txpress Corporation proposes to issue $l25,000.00 of stock, consisting
of 12,500 shares of the pur value of (310.00 eack, all common; to as-
sume the payment of the £15,000.00 of five percent notes issued by Webd
Ricrards %o the recelivers of United American Utilities, Inc., &5 pro=-
vided‘in the zgreement of May 15, 1934, said notes being six in num-
bYer, each for £2,500,00 arnd falling due in six months intervals; %o
acsume the paymeat of a note, issued by Webb Richards to Delaxncey C.

Smith iz <the principsel amount of $5,000.00 payable zt the rate of



£500.00 montdly with interest at the rate of five percente. and %o
N

assume the paymert of notes icsued by Webb Richards to creditors of
Verchents Dxpress & Dreving Compeny iz the amount of 85,828,431, eac
eveble in five seml-annual installments, moking total note indedted-
ress t0 be assumed of $25,928.§l, aside from the current liodilities
also to be zassumed.

In cddition to assuming the foregolng indedtedness, Mercherts
Express Corporation proposes 4o lssue a promissory note, to be secured
by chattel mortgege, in the principal cwount of $17,500.00, payable
ninety deys after date of issue with irnterest ct the rate of six per
cernt per snnwx for %the purpose of peying indedbtedness of $14,963.32
incurred by the receivexr or Merchants Ixpress & Draying Caﬁpany ané
of providing working capital of ($2,535.68. 4L pro forma Salance sheet
adjusted to July 31, 1934 showes the assels to be acquired znd the liew-

bilitics %o be incurred by the new corporation, as follows:=

LSSETS ,
- - L] - - - - - - ] - . - [ - - - .'bvsao,eogoze

L Ao
Current ccsets: A
Caw- * -, > - [ ] - » - L] - - L ] - $l4’9"32.05
SLAMPS o o o o o o o o o o » 122,44
Nostes recpiv,ble . « o o & 379,09

Accounts *eceivable e o s o o« 4T7,2064,06

Toventories & v o ¢ o 4 4 s a s 5,074.64
Tovsl current 25S€T5 . 4 4 4 s e o . . 67,854.28
Prcp&ymen'ts - - L) - - ] - - '3 - LY - . - - ] [ ) - 10’741011

othe’ Mssets - - L] - » - - - - - - L) » - - - -

1,471.89
TO%El 8SSEES « secvess SE00,675406

LIABILITIZES

Curren®t liabilitios:
.A.C Cru@d P&Yl'ou « & & e o @ 3 8 » 8‘54:. 24

C.O.D.'s - * L ] L] - - L ] L] L] 1,347.94
Freight drafis o &« o« o - « &« 5,375.70
TOUCHETSE «v o o o = = « » o » 11,634420
Interest,t8XeS o o o o o o 198.85
INSUTANCE o o o o o o o « 746477
Notes cnd contracts payadble 1,560451

Total current 1TSOFIITIcs... $ 29,618.11
Fixed licbilities:
Bank logn- Secured . . . . . $17,500.00

1 Notes payadle . . . . 25,828.31
Totel fized li_bilitzzi“t""‘ 43,428,312
" Reserve for deprevietion « ¢« ¢ o« . e . 437,871.13
Ofher TeSCTVES & o o o o ¢ o o o o o o o o o & 2,997.36
‘ Capital utOCK - - . - - . » - ] » » - - - - [ - 125,000.00
uabital ...""'""J.U.S e & & o @ - e » * @ o 21,761.65

'"O v&l liab*lities- L X W3

$660,676.58
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The physicsl properties to be acquired by Merchants Zxpress
Corporation are decerided in some detail in Exhibit *F* in Applira-
tion No. 19594 which zetc forth fifty=-two trucks, thirty tractors
and one hundred and iwenty-six traillerse Tae foregoing pro forma
balance cheet, 1% ic noted, shows the fixed assets to dbe tramsferred,
less the reserve rfor depreciation, at $142,738.15.

The operating rights to be transferred are those acquired
by Merchents Express & Draying Compeny under authority grented by the
Commizsion by Decision No. 24158, dated Qetober 26, 1931, in Applice-
tion No. 17721, 2nd by Decision No. 24483, deted Fedbruery 15, 1932,
in Application No. 17850. For descriptions of the operzating rights
nere involved, referemce should be mode *o thoce decisions.’

The order herein will suthorize the transfers of property and
the issue of <the securities In the amounts applied for in the applica-
tions. In meking this order, we wish t0 place Merchants ZIxpress Cox-
poration upon notice that operating rights do not constitute & class
of property which should be capitalized or uced as ar element of value
in determining reasoncble rates. Aside Trom thelr purely permis~
sive aspect, they extend <o the holder a fuil or particl monopoly of
a class of busiress over & particuler route or st & particular loca=-
tion. This moropoly feature may dbe changed or desiroyed at any time
by the state which is not in any respect limited to the number of rights

which may be given.

ORDZER

Applicetions having dbeen mede to the Railroed Commission for
orders authorizing E. F. Selsbury, as Receiver of Merchants Express &
Draying Company, cnd webd Richards To transfer properties and auth-
orizing lMerchants Express Corporation to issue stock ané notes cnd

to essume the payzent of indebtedress, and the Commission beirg of
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the opinion that these arec not matters in which public hearings are

thet the applications should be granted, e&s nerein pro-

necessary,

vided, asnd that the money, sroperty or labor to be procured or paid

Tor through the issue of the stock and notes herein authorized are

reesonadly required for the purposes specirfied herein, which pur-

poses are znot, in whole or in part, reasonably chargesble vO oper-

ating experce

or %o incore,

IS HEREBY ORDERED ac follows:=

F. Sslsbury, as Recelver of lerchents Express & Dray=-
ing Company, may traasler %o webd Ricnexrds the operating
rights heretofore aéquired by seld Merchents Express &
Draying Company pursuernt to euthority grented by Decice
ion No. 24158, dated October 26, 123L, and by Decision
No. 24483, deted Februery 15, 1932, and the physicsal
properties referred to ia *re foregoing opinion cnd in
the 211l of Scle dated August 21, 1934 and filed Iz
aDPplication No. 19594 on September 6, 1934, and may
transfer t0 Eeary C. Mekaffy, Jr. ané Ralpk J. Ritchie,
es Receivers of United Americen Utilitiles, Inc. the ter=
minagl faeilities and properties referred to in the Bill
of Sale and Lssignment dated August 21, 1934 and filed
in Application No. 19594 on September 8, 1934, such
transferz %o be in accordance witk the terms of the
agreement of May 15, 1934, filed as Exhidit "BT in ADe
plication No. 19594

Webd Richards mey issue in acquiring seid properties and

rights his promissory notes in the total principal
emount of not exceeding $£25,928.31, consisting of (a)

six notes iz favor of Ralvh J. Ritchie und Henry C.
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Mahelfy, Jres os Receliver of United American Utili-
ties, Ince., each note in the principal amount of
£2,500.00 »oyeble in intervals of six months with in-
terest 2t the rate of five vexrcent cer sanum; ()

e note for $5,000.00 ir favor o Delancey C. Smith
vayeble in monthly installmerts of $500.00 with ine
terest et the rate of five percent per ennum; and

(¢) notes sggregeting 35,928.3) in favor of creditors

f Mcrchents Zxpress & Draying Company, &8 shown in

Zxhidit "G™ filed in Apdlicetion No. 19603, each note
paveble in five semi-snrual installments with interest
at the rate of five percernt per annum,.

3« Webdb Richards may trarsfer the opercting »ights and propere
Yies herein authorized to be transferred to him by
E. F. Salsbury, to ierchents Express Corporation.

4. MNerchants Express Corporation to pay for said rights and
properties may icsue not exceeding $125,000.00 of its
common capital stock and may assume, pay and discharge
all the obligations assumed or incurred by Webd
Richards and existing asainst said vroperties.

S« lMerchants Zxpress Corporation may execute o chattel morte
gege substantially in the same form as Exhibit mIv
in Application No. 19603 and may issue its ninety dsy
six percent note, 10 de secured by said mortgage, in
the principal amount of $17,500.00 and mey use the

roceeds to pay indedbtedness assumed in the amount of
$14,963.32 and to provide working cepital in the smount

of $2,536.58,




6. The suthority herein srented is subject to the fole-
lowing conditions:e=

2. The consideretion %0 be pald for the propertly
nerein cuthorized %o be trensferred shall never de
urged before this Cormissionr or any othexX rate
fixing body as & measure of velue of seld pro=-
perty for rate fixing, or any purpose other
then the transfer herein sutkorized,

b. Applicent Z. F. Salsbury, as Recelver of Mercheuts
Express & Draying Compeny, chell, within twenty
' (20) deys efter the effective date of this ore
der, unite witk appllicant Verchents Express
Corporation in common supplement to the tarills
on file with the Commission covering service
given under certificates Lerein suthorized to
be trausferred, epplicant Z. F. Salsdury, as
Receiver, on the one hend withdrawing, and ap-
plicant Merchaznts zxpress Corporatiorn on tte
other hand accepting and estshlishing such
ariffs end all effective supplements thereto.

¢e Applicznt E. F. Salsdbury, as Receiver, shall, withia
twenty(20) days afver the effective date of the
order, witkhiéraw time schedules filed with the
Railroed Cormmicsion in <tre neme ol Mexchants
Zxoress & Dreying Company, and epplicant Mexr-
chents Zxpress Corporation shall, within twenty
(20) days after the effective date of the order,
file, in duplicate, in its ovwa name, time
schedules covering service heretofore givezn b»y
epplicant E. F. 3alsbury, &s Recelver, whick
vime schedules shell be identical with the
time schedules now on file with tke Railroad
Coumiceion, or time schedules saticfactory %o
vte Rellroad Commission.

de The rights end privileges herein autborized may not

be so0ld, leased, transferred nor assigned, nor
service thereurnder discoxntinued, unless *he
written consent of the Railrosd Commission to such
sule, lezge, transfer, ascigomernt or discontine-
uarce hes first beer secured.

e. No vehicle mey be operated by epplicant Merchents
Zxpress Corporation unless such vehicle ic owned
by seld applicant or is leased by 1t under a
contract or agreement on a basis savisfactory
©0 the Railroad Commissioz.

f. DMerchants Express Corsporation shell keep such recoxd
* e

£ the issue z2né/or assumpiion of the stock and
notes herein authorized, as will enasble it %o
Tile a repori, or reporis, such as are reguired
gz whe Railroad Commission's General Order No.
L




g« The authority herein granted will decome effective when
the fee prescrided by Section 57 of the Pudlic
tilities 4Act hes been peild. TUnder such suthority
£o *transfers mey be made nor stock and notes issued
or assumed after June 30, 1935. p

P

DATED at San Frencisco, Califorrie, this / 7 " day of

Septexber, 1934
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Commissioners.
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