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Decision No. 27

BEFORE THE RAILROAD COMMISSION OF THZ STATE OF CALIFORNIA

In the Matter of the Application of
FTRINCIS E. PENAALL and . E. PENAALL,
co=-partners doing dusiness under the
firm name ané style of Penhall Brovthers
to sell, eand Penhell Brothers, Incorpo-s
rated, & corporetion, to purchase an
automobile freight line operating be-
tween Los Angeles and various points in
Orenge County for the tramsportation

of milk and deiry products e&s well as
certein other property both operative
and nonoperative, snd for cuthority for
Penhell Brothers Incorporated, & Cor=
poration, to issue shares of 1ts capl-
tal stock to Francis E. Pexhall and

M. E. Penhell in consideration foxr op-
erative rights and other property +o

ve trancfexred by cald co-partnmers to
zeld corporation.

LPpplication No. 19854
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Rex W. Bostonr, for appliicantc.

BY TEE COMMISSION:

OPINION

The Commission is asked to enter its order authorizing Francis
E. Penhall and Mexrton E. Penhall, co-partunerz doing dusiness under the
2irm neme and style of Pexhall Brothers, to sell automodile truck equip-
- men¥, other persomal property anlé an operative right %o Penhgll Prothers
Incorporated, and autborizing said Pemhall Brothefs Izcorporated to
issue in payment for the said properties 2754 shares of no paf'value-
common stock at $10. per share.

It is of recoxd tkat Francis Z., Penmhall and Merton E. Penball
are now exd have for a number of years pest been co-partuers, and as
suck have, among other lines of dusiness, beer engaged in the operation
of & common carrier automoblile freight line for the transportgtion oL
milk and dairy products between Los Angeles on the oane hand and various
points loceted in Los Angeles and Orange Countles, inclddin@ Downey,

Eynes, Clearwater, Buena Park, Westmincter, Smeltzer, Wintersﬁerg and
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Talbert on the other band. The common carrier operations are qarriod‘
on under authority granited dy the Railroad Commizsion by Lts Decision
No. 23114 dated Novembexr 28, 1930 in Lpplication No. 16469. in'addi-
tion 10 operating the above deseribed common carricr automebile truck
service Francisz E. Penhall and Mertdén E. Pexnhall,are engeged in and
cerry on mumerous other limes of business activity, incluling the oper-
ation of tank trucks end tamk trailers,: the opém<iyv couylily, U0 IU0Ye
#tion of & garage and general automotiive reopalir business and the oper-
ation'of two automobile.service stations, one of which iz located in
the Town of Wcstminstei and the other in the City of Brawley. |
In their common carrier business, Penhall Erothers, cc-partﬁers,
use three trucks and two trailers exnd in their temk truck\buéiness,th:eé'
~ucks and three trailers. Tiae net velue of the property which they'
propose to transfer to Ponhall Brothers Incorporated iz in Exhidit "O7
reported as follows:i-~ | |
Trucks ané treilers, common carrier division & 4,250.00
Trucks and drailers, tank truck éivizion 15,732.67
Gerage eguipuent 2,275.00
Service station division 2,985.00

0ffice equipment , 400.00
Operative right | S z,ooo.oo~-

T0taleeecnne. SETERZSEY

Penhall Brothers Incorxporated, a corporation, was\ofgmnized

under the lews of Califorzie. It has an euthorized stock Lssue of 7500

shares without »ar wvelue. Parégraph six of the corporation's.aéticles

of Incorporation, reuls as follows:-

"No shareholder shall sell, trancsfexr or hypothecate his
stock or any part thereof without first giving vo the other
shareholders in szaid corporation the »ight to duy sald stock
or loan money thereon upon the same terms and conditions as
could be obiained in the open merket. A sharelollder desiring
%o sell, transfer or hypothecate zny or all of the shares of
stock bYelonging to him shall give ten (10) days' writtenm motice to
the Secretary of said corporavion, stating therein the number
0Z shares which the shareholder desires to transfer, sell or
hypothecote and the sale price thercof, or the amount thaot iz
desired o be dborrowed thereon. The Secretary of cald cor=-
poration shall immedlately notify the shareholders of said
corporation, iz writing, of the offser of seif shareholder o
sell said stock or his request for a loen thereon. If any
shareholder desires to buy said stock at the price named in
seid notice, or 1if any shareholder desires 10 loan the amount of
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money nemed in sald notice, accepting the smownt of stock =ed
out in said notice as collateral for zald loan, szild shore-
holder shall give 40 the Secretary of cald corporation notice
07 his acceptance of the terms set out in the notice of said
shereholder desiring Yo sell or borrow as the case may bdo,
within the ten (10) day period required dby this provision.
The Secretary of salld corporation shall immedleately notify

in writing said shareholder of the acceptance of his offer
and the trensactior shall be completed in accordance with the
terms thereof. If there is mno acceptance on the part of any
shareholéer in cald corporation of the terms cet out in said
notice to sell or transfer selid shares or borrow thereon
within the texn (10) day meriod herein preserided, then and

in that event said shareholder shall have the right to transfer,
sell or hypothecate nis shares of stock upon the open market
or to anyone who is not & shareholder iro sald corporation,
bu% in no event shall he sell sald shares Tor 2 less amount
than was specified in his notice %0 the shareholders of the
corporation, or bve permitied to borrow in the open market
upon said stock a loss amount than was specified irn said
notice."”

This provision‘appears on the back‘o: the stock certificete.

Applicant, Penhell Brothers Incorporated, asks permisaion o
issue 2754 shares of no par value stock at $10.00 per share. ‘We have
considered this request and velieve the stock should be izsued oxn a
basis of not less than $25.00 per share. Acéordingly,‘the number of
sheres to be issued should not exceed l106. The adJustmﬁnt ol the
price per share is in lime with other decisions of the Commission.
Though the promerties are 1o be transferred to a cornmoration the bHusi-
ness of the corporction will be under the mensgement of the present
owners of the properties. The rates now on file with the Commission
will be adopted dDy the corporation. |

rmhhall Brothers Incorporated, a corporation, is heredy put

upon notlice that operative rights 40 not counstitute a class of pro~-

verty which should be cepitalized or used as an element of value Jo-

texmining'reasonable rates. Aside from thelr purely permlicsive azpect

they extend to the holder = full or partial monopoly of a class of

business over & particular route. This monopoly feature may be changed

or destroyeld at any time by the state which is not iz any respect
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1imited to vhe number of rights which may be glven.
ORDER

mhe Commission having been asked to enter ita order, as 1indi~
cated in the foregoing opinion, & public hearing having been'hold in
this epplication before Exeminer Fankhouser and the Commission deing
of the opinion that the money, property or labor %o be procured or
peid for by Penmball Brothers Incorporated thrdugh the issue of not
exceeding 1106 shares of stock, is reasontbly required for the pur-
poses perein stated and that the expeaditures for suéh purposes are
420t in whole or in pert roasomebly chargeable to operating expenses ’
or 4o income end +that this zpplication should be granxed; as hexrelin
provided, therefore, |

TT TS HEREZBY ORDERED tha% Francis Ea Penball and Merton .
Penkell, co-pertners doing business under the Tirm name hnd-stﬁlo of
Penhall Brothers, may on or before Jure J0, 1935 sell to Penhall
Brothers Incorporated the operative right granted by the Commission’s
Decision No. 23114 dated November 28, 1930 in Application No. 16469,
together with their eutomobile truck and trailer equipment and otkher
sroperties descrided in Exhibit "D" filed in this proceeding. |

IT IS HERIZY FURTEER ORDERED thot Pexhall Brothers Incoéporated
mey on or before June 30, 1935, issue in payment for the aforesail pPro-
perties, not exceeding 1106 sherey of no par common capitai stocke

TT TS EXREBY FURTEER ORDERED that the authority hereln granted
is subject to the following conditions:-

1. The concideration to' be peid for the properties herein

suthorized to be “transferred shall nmever be urged
vefore this Commission or any other rate fixing 5ody“

as & measure of value of 30id property for rate Tixing

or any purposes other than the transier Rerein authe

orizcle.
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2. Trancis E. Penbell asd Merton E. Pemball, co-partuers,
" and Penhall Brothers Incorporated shall Jjoin imme-
diately in common supplement to be filed in triplicate,
to the tariffs on file with the CommisSion in the name

of the transferrers, Francis E. Penball and Merton E.

Penball on the one hand withdrawing and Penball Brothers

Incorporated on the other hend accepting and estabe
lizhing such tariffe and all effeciive supplemeits
thereto.

3. Francis E. Penhall and Mexrton E. Penhall, co=partaers,

 shell withdraw immediately time schedules filed in

their nomes with the Railroad COmmissionf7%enhall |
Brothers Incoxporated shall rilo; in dupl;cate, in
1ts omn name, new time schedules which shell be iden~
tical with thoce now on file in the neme oL Framcis
5. Penhell and Merton E. Penhall, co-partuers, or
vime schedules catisfactory 4o the Commission.
rights end privileges bherein authorized to de trans-
ferxred may not hereafter Se sold, leased, trancrerved
nor assignod, nor service thereunder di=zcontinued,
increased or changed by Penhell Brothers Incorporated,
unless the written consent of the Railroad Commission
has first been secured.

5. No vehicle may be operated by Penhall Brothers Incoxporated E
under the authority egrexnted, unless such 7ehicle iz o~
owmed by said apvlicant or 1s‘leased by 1% under a
contract or agreement on a hasis satisfactory to the
Railroad Commission.

€., Penhall Brothers Iacorporated shall keep such record of
the issue of the stock herein authorized es will emsble

it to file, within thirty(30) days theraafter, &

O




verified report, oz reguired by the Railroad CQm:!...sion'
general Order No. 24, which order, insofar as app.‘.ice.ble,,

is mede a part of this order.

7. The authority herein granted will become effective upon 'ché

darve hereof.

I7 IS EEREBY FURTEER ORDEZRED that thic application insofar as
1t involves the issue of 1648 shares of stock be, and the came is
nereby, dismissed without prejudice. |

DATED at San Francisco, California, this 2270/, 4T oL

spril, 1935, ik

%/Jh

Comissionérs;




