Decision No. @ 7 .09

BEFORE TES RAILROAD COMMISSION OF THZ STATE OF CALIFORNIA

In the Matter of the Application of
FTREICHTERS, INC.,

a corporation, STOCKXION TRANSPORTATION

COVDANY, a copartnership composed of

Eenry E. Esnsen ané Elmer M. Gormsen, o ., &Y
R. H. Vermeyer, doing business under Lo " T

the pame and style o VEELZYER TRANS=-
DPORTLTION COMPANY, BAMAMIN ALTERS,
doing business under the nemes and
styles of Island Transportetion Com=-
pany, Islapnd 01l Transportation Com-
pany and Delta Transportation Comparny,
HIGGINS TRANSPORTATION CONMPANY, & COIw
poration, LARKIN TRANSPORTATION CONM=-
PLNY, a corporation, and WOOD AND SEITZ,
a copartunership composed of P.F.Wood
and R.We Seitz, for an order (1) auth=
orizing the transfer and acquisition

of certain public utility properties,
(2) authorizing said Freighters, Inec.,
+o issue stock and (3) authorizing saild
applicants other tham saild Freighters,
Ince to discortinuec pudblic utility
operations.

Application No. 19728
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J+. Richaréd Townsead, for applicants.

reCutehen, Olney, Mennon & Greosne,
by AP.MMatkew, for The River Lines,
Intervenor.
H. W. Hotbs, for Southerz Paeific Company,
Interested 2urtye.
W. G. Stone, for Sacramento Chambex of
Cozmexrees, Interestied Party.

BY THE COMMISSION:

Q2 INION

13

his proceeding refexrs t0 the consolidation of eight bay
nd river boat operations into one corporate orgenization kmown as
Freighters, Inc.
Specifically the Commissiorn is asked in this application
to make its order, or orders, as follows:=-
L. Authorizing the transfer to Freighters, Inc.,a new cor-
poration, of the operating rights, properties and dusiness now owned
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by, or operated under the firm nemes and styles of, the following:-
Delta Transportation Company
Higgins Transportatlion Compeny
Izlerd QOii Transportaetion Compexny
Island Trensportation Company
Larkin Trensportation Company
Stockton Transportation Company
Vehmeyer Transportation Company
Wood end Seitz.

2. ALuthorizing the transferrexs to discontinue thelir common
cerrier and public utility operations and Freighiters, Inc. 0 succeed
to and commence the operation of the respective dbusinesses and services
of the transferrers, and

3. Autkorizing Freighters, Ince t0 issue in payment for the
rights, properties and dusinesses 5,748 sheares of stock, consisting of
2,874 sheres ($71,850.00 par value) of seven percent cumulative pre-
Terred stock of the par value of $25.00 a2 share, and 2,874 shares of
common stock without par value.

0f %he transferrers it eppears that Higzins Transportation
Company and Larkin Transportation Company are corporations; that Deltea
Trensportation Company, Island 0Ll Transporta tion Company and Island
Trensportation Company are firm zames and styles wader which Benjamin
wWalters has conducted operations; that Stockton Transportation Company
is the firm nane and style of & co=-partnership composel of Henry E.
Zensen and Elmer M. Gormsen; that Vekhmeyer Transportation Company is
the firm neme end style under which R. E. Vehmeyer has conducted opere
avions; eud that Wood and Seitz is the firm name and style of a co-

partnership composed of P. F. Wood and R. W. Seitz,.

It is stated in tke zpolicetion that each of the applicants,

other than Freighters, Inc., is engaged as a common carrier by water

iz the transportation of freight on San Francisco, San Padlo and Suisun
Bays and their tributaries, ithe Sacramento River arnd itz tridbutaries
and the San Joaquiz River and its tributaries, and the recoxds of the
Coxmission show that each for some years past has had on file with the
Commisslon, a Tariff, or taxiffs, neming rates, rules and regulations
for the transportation of freight. In zddition, each regulcrly for

Lo




some yeers hes filed snnucl reports showing, among other things, his
revernues and expenses.

The znmusl reports filed in the rame of Delta Trensportation
Company, Show no operations since 1927, The reports ¢f the other oper-
ators, combined, show the operating revenues and the operscting expenses

for the calendar yezrs 1931, 1932 and 1933, as follows:-
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The foregoing tabulation indicstes thet in the past the individual
operations heve resulted in operating losses. It is alleged thet e con=
sollidation of the indlvidual operationms, a2t now proposed, will eliminate
uanecessery cnd wastelful duplicetion and will substitute & service con-
Qucted at o profit. To that end, therefore, the present operators
have entered into an agreement, dated October 31, 1934, & copy of which
1s filed as Zxhibiv B, providing for the formation of Freighters, Inc.
to teke over the several businesses.

The Axticles of Incorporation of Freighters, IRc., & copy of
which is filed as Zxhibit 4, show that 1t was organized under the lews
of the S%tate of Califormie or or about Kovember 1, 1834, with an siith-

orized capital stock ¢f 10,000 shares, divided into 5,000 shares of




preferred stock of the par valuwe of 325.00 each and of the aggregste
var value of $125,000.00, and 5,000 shares of common stock without par
value. Under the terms of the Articles, the preferred shares will
carry cumiletive dividends, payuble quarterly, of $1l.75 & year, such
dividends belng at the rate of scven per cent of the par value, and
will be redecemable on any dividend payment date at par and accrued
dividends., S0 long as eny preferrsd stock remains outstanding no div-
idend car be declared or paid upon the common stock in excess of 31.75
a srere during any period of twelve comsecutive months.

Freighters, Ince., as staved, now proposes to issue 2,874 chares
of preferred stock of the par valuwe of $71,800.00, and 2,874 shares of
common stock to pey for properities of the other applicants in this
matter cousisting of %he operative »ights arnd seventeen picces of
floeting equivment. In support of <*this proposal applicarnts have filed
as IZxhibiv No. 6 & statement settling forth the results of an exeminztion
and appraisal bty Z. W. N. Bowes end Ralph S. Lorimer, marirze engineers,
showing s of the latter part of Novembder, 1934, the originel cost of
the seventeen vessels plus improvements ard betterments, at $269,892.,
the estinated replacement cost at $263,000.00, and +the estimated present
value after taking accrued depreclatior into consideration, at $143,700.

The record shows that the number of sheres of stock applied for
in the applicetion was determined by the estimated present value of
w:43,700, With this figure as a dbasls the proposed stock isstve of

5,748 shares would be et the rate of 325.00 a share forxr both common

and preferred shares, 1t appeering that the properties in gll cases

would be transferred frce and clear of indebtedness and encumbrances.
4 review of the recoxrd, particularly of the orzl testimony of Mr.
Bowes and Mre Lorimer, lesds us to believe that for the punpose of this
proceeding the estimate of $143,7C0.00 is not unressonsble.

There remelins, however, for concideration in connection with

the Llssue of stock, the ecarnings fran the operations. Cntuthis point °




F. J. Larkin, secretary of Larkin Transportation Company, ané Gereral
Manager of Freighters, Inc., testified that iz hiec opinion for the
first year of operation the gross receipnts of the consolidated dusiness
should amount to $184,800.00, the expenses to $147,120.00, consisting
of £104,720,00 for vessel operations, $31,100.00 for overhead, officers?
saleries, etc., and $11,300.00 for rent, office expense, etcC., leaving
net profits of $37,580.00. From Mr. Larxin's testinony it clearly
appears that economies in operatlion will be effected through the pro-
posed consolidetion in such items as office and texminal expenses,
operation of veséels, overheed anéd the like, end while we are not con-
vinced that profits will be realized to the extent indicated, at the
outset at least, in our opinion the showing made is adeguate, both a3

to assets and eerrings, Vo cupnort the nroposed stock icsue,

At the reering, uppearances were eantered for The River Lines,
2s intervenor, and for Southern Paciflc Compazy as an interested party.
It avpears that while these two carriers did pot object Yo the transfer
of the operating rights aund properties and the issue of stock, they were
concerned with the neture, scope and extent of such rights. On this
voint, however, counsel for applicants stated the following:-

r In our discussions with The River Lines we emphasized
the desira®hility of cvoidinsg delay. The River Lines have sug-
zested that 1f Freighters, Inc.,will file and pudbliszk a tariff
in the manner which I shall indicate, The River Lines will nrot
oppose the present anplication or the filing or publicetion of
such tariff or the establishment of the rates contained therein.
The tariff which it hes been suggested that Freighters, Inc.
file wi+h the Railroad Cormission znd publish as its initial
teriff anc the terms and conditionrs upoxr whick i% has been sug-
gested that suceh toriff be filed are as feollows:

Tirst: The initiel tariff of Freighters,Inc.,io de
£iTec with the Rzilrozd Commicsion shell conrtain only rates
on commodities which have zctually been handled by <the six
existing cerriers nomed i3 the present application, or dy
any one or more of suck carriers, and the operation of
suckh retes shall be confined to the points between which
such commodities have moved.

Second:  Such initlal tariff need not be filed or
publiched &t the hearing on the pending application, dut
mey be filed ot any time »rior to the comencement of
operations by Freighvters, Iac.

Third: Neither the publication and/or filing of such
& Tariif nor the omission from sueh tariff of any rate,
either class or commodity or caxrload or less than carlosd,
or the omission of any commodity or any points of origin
or cestinction shall be, or be deemed to be, & waiver,
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Telinquichment or abendomment of any operating right which
Prelghters, Inc., or any of the exizting operators named
in the pendirg application mey heve ot the time of filirg
end/or publishing such tariff or an admission by Freighters,
Inc., or aay of such operators that they do not possess
operating rights to hendle traffic not covered in ané dy
cuch tariflf.

Fourth: Neither the filing or publication of such a
tariIT dor the irclusion in such tarif? »f any rate,
coxriodity or »oimts of origin or destination shell be, or
ve deemed %o ve, & walver, relinguishment or sbandonment

2 the right of The River Lires %o contest or attack the
operating rigats of Freighters, Inc., to hendle traffic
under any rete contained therein, or =n sdmission by The
River Lines thet Freighters, Inc. has an operating right
t0 handle traffic under any rate contocined therein.

Fifth: Xeither the filing, the publication nor the
approval by tkis Coxmission of such teriff chall be, o be
deemed to be, g determinction by this Commission that
Freighters, Inc., or any of the six existing operstors
named 1n the pending application has ar operating right
to handle treffic under eny rate cortained therein or has
nov an operatins right to hendle traffic other than the

covered 0y the rateg contained in guen tariff,

Sixth: The riling and/or pudlicetion of such torifft
shelTl Dot prevent or preclude Fraightera, Inc., Trom, at

any time thereafter, filing and/or publishing any eddie

tionzl rate on any traffic between any points in a supple-
ment te guck tarlfrff, 4z a new tariff or otherwise. The

filing end/or pwblishing of such additionel rete or rates
shell be iz the munnex contemplated by law and sudbject to
the right of other nexrtles to obJect Thereto in the nanner

contenplated by lew.”

There is 2o reguest here made for any enlargement of any
opereting right or Lfor the lLssue of any new certificate of pudblic
convenience and necessity and under the authority to bYe granted iz
the order following this opinlon there mey be itransferred to
Freighters, Ince. only such rights as now are possessed by the seversl
exizting operctors. Such a transler, of course, in no way will pre-

udice the rights of The River Lizes or Southerxn Pacilic Company in

u
the Iuture To cuscstlor the operations of Freighters, Inc.
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+pplication heving beez nale o the Railroad Commission fo
an o=der authoriziung the transfer of operating rights end oroperties
and the issue of 5,748 shares of sitock, a public hearing having been
held before Exeminer Geary, the matter havizg been submitted and the
Commiscion being of the opirnion that the application zhould bve granted,
as herein provided, znd thot the money, osroperty or lebor to be »ro-
cured or pald for through tke issue of suck stock is reasoradly re-
ouired for the purpose specified herein, which purpoese 1is not, in wkole
or in part, reesonsbly chargeadhle to operating expenses or o incone,

IT I8 EEREBY ORDZRED thct Biggins Transportation Compeny,

Lerkin Transportation Compeny, Benjamin Walvters, doing dusiness under
tae firz name snd style of Delte Traunsporitution Company, Island 011
Troensporta ttion Company and Island Transportation Compary, Henry E.
Hancen ané Elmer M. Gormeen,co=-partners doing business under the fim
nexme ané sityle of Stockton Transportatlon Compazy, R. E. Vehmeyer,
doing dbusiness under the fimm name and style or Telmeyer Transporta=-
tion Compeny, aznd P. F. Wood arnd Re W. Seltz, co=-partners doirg busi-
ness uncder the firm rname and style of Wood ard Seitz, be, and they
heredby are, authorizeld to traznsfer their operating rizghts and proper=
ties, as sroposed in the gpplicatiorn, to Freighters,lznc., such trans-
fer to be in accordance with the terms and condivions of the agreement,
dated Qctober 31, 1934, filed as Zxhidit "B", cnd upon the accuisition
and commencement of operation thereof by Freighters, Inc¢. to discon-
tirnue theixr common carrier and pudlic utlility dbusinesses eand services.

IT IS EERERY FURTHER ORDZRED that Freighters, Inc. te, and
it hereby is, authorized to succeed to and cormerce the operation of
the rights, properties, businesses and sexvices to be acguired dy it
uader the authoxity herein granted arnd in payzent thereof to issue on

or before June 30, 1925, not sxceeding 5,748 chares of stock con-

sisting of 2,874 shares of pr=ferred stock of the par value of $25.

Ve




& shure aud the uggregate par value of $71,850.00, and 2,874 shares of
cormon stock, - . ‘ ‘ )

IT IS EEREBY FURTHER ORDERED that the authority herein agrented
is subject to the following ccnéitions:-

l. The applicents in this proceeding who are tihe transrterrerss

uader the acuthority granted shall withdraw teriffs on

file in their names, and Ireighters, Inc. shall file its
initial variff in accordance with the statement of 1ts

counsel which 15 referred to in the foregoing opinion.

2. Freighters, Inc. chall keep such record of the issue of the

stock herein authorized as will enabdle 1t to 2ile oz or

sefore the 25th day of each moxth, & verified report such
&5 15 required by the Raillrosd Commission’s Genersl Order
Noe 24, wkich order insofar ss applicsble, it made & yart

of this order.

3. Freighters, Inc. in recording the purchase of the properties

on 1tz books of account shall charge to its property amd

eguipment accounts the sum of $269,892.00 representing

the floating equipmernt, plus the actuzl cost of any addi-
tlons end improvements made beiweern the date of the valua=
tion of such equipment and the date of trensfer, anéd shell
redit o 1%¥s reserve for sccrved depreciation account

the difference vetween +the amount of said charge and the
$143,700.00 figure upon which the present stock issue is

beseds

4. Freighters, Ine¢s shall file with the Commission for each

moath up %o and inecluding December, 1935, a report showing
its operating revenues end operating expenses, segregeted

to the accounts set forth iz the uniform classification




of accounts prescribed fox Class "3B™ carriers by water,
and the rumber of tols of freight carried, such report
%0 be filed within thirty (3Q) days after the close of

each monthe.

S. The authority herein gzremted is 0oty o ¢ onstrusd as a deter=

rwination or finding o2 the nature, scope or extent of the
operating rights to be trensferred to Froighters, Inec.
/lz
DATED at San Francisco, California, this _ /7 day of
Decembder, 1934.
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Commissioners.




