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'Decifion Né. ‘3:’429

BEFORE THE RAILROAD COIMISSION OF THE STAIE oz CALIFOPV;A

In the Matter of the Application
KELLOGG EXPRESS AND DRAYI‘IG co., | Application No. 24127

. a corporation, for an Order authoriz-
ing 1t to issue sha res o its Cdpital
tock. -

Reginald L. Vaugnan for XKellogg Express aﬂd
Draying Co.

David Glickman Zor Loudls -riedxmn. P*otegtant

Donzhue, Richards & Hemlin, by O.D. 5amlin, Jr.
Sor’ Lloyd Swoyme -

Qliver Dibblie for Zenry F. zil er and. San
Francisco W4rehougo Cozpany, in*e*ested
parties. ,

- BY THE)COMMISSION:
QPINION

Kellogg Expreés_and Draying Co., referred to in the
E petitién as Keilbgg Express and'Dra ing‘Company,‘aékélpérmission-'
to issue and sel;'sﬁfficiént,of‘its ﬁniﬂsued:shares of’ité .
cépitai-stoék at such priéé pér share as the Commizs on may Tix
‘_thé*efof t0 net the éofpb*dtion olLO OOO ané vO efpcnd uhe pro—
ceeds rea’ized from the sale of. such stock ’o* the purnoges
"hereinafter stated. :
This pplication uas filed on Ap*i; 16 1941.' ﬂeafingé‘
were had thereon on. September 26 November lo, Januéry 28 March
2, and Apx»il 22.° Qn the last mentioned ddu he mattor was ta?en-
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under subnis sion subiect to the filing of certain exhibit, und
f;nancial statementa. Taese were ’ilna on Muy ;*.‘

_ The grunting of the apnlication is prote ted by HouiJ -
Friedman, a_stockholder Qr’ﬁellogg Exnress u“d Draying Co.,.‘
énd its formér viéé“presidéqt and zeneral menager.

| Kellogb E/press and Draying Co., hereinaftbr sometimeu‘
referred to @s upplicunt, opcrates ander thc ju_isdiction of the
Ruilr06d Commission #s & highway comman carrier within and be-'
twepn points ¢na placee witain uhu tv and ounxy of San Fran-  '
'Vci ¢o and th; Coun ies of Alameu and. Ma.in' as a radial ”ighway,
cozmon ca*rier, nignarv contracy carr+er and city carricr within
tae State of Ca liforn*“, d 85 8 1 garchousenon in thc C‘ty of
‘Embryvillc, Californ¢h. - |
npplicunx hns on auntaorized stoctk issue of 500 sha.e
each shaie hgv; par valve of'$i00; One hu.dred (100) sha
of-applicant*s stock are'outstandiﬁg. Its pet ion shows .hat

said lOO squ*es o tock h“ve veen issued tc following-[

San “*ancieco Werenous c‘COmpany 63—2/3 shares-“w\
Louis L. Friedman : 30=1/3 shares
Hexry F. Elller ~ .. . share.
Wilbur L. Hillﬁr e
Lloyd.Swayne .. ' L

David ul‘ckman

D. A. Sargent

Je CIayton Orr

Penry T hilleﬁ, Wilvur L. Filler and Lloyd wayne aru;
nomincee of San Francisco wu:ehousn Company, while David Gliczman,

D A. Sargent and J. C,'y.ou Orr 4re Lom¢nee° of uouis Friedman '
Kellobg Hay*a £ Dr@y;ng Co., as of harch ’l 1942 L

report° assets: and ;iabiL;t:ce &s follows:




CURRENT ASSETS

Cash :

Working Tunés

Accounts Receivadble:

Materiul and . Suppl;eg
Advance Wreight e o ‘

: ‘ Total Current Assets

TANGTBLF PR PER

L Taxeg Accrueq

"ADVANcro ng Lﬂ

Revenue Equ_pment
- Less: Reserve for Depreciation
Service Cars and Eouipment
Less: Reserve ror. Dcpreciation
Shop and Garzge Equipment
Less: Reserve for Depreciut*o
Turniture and 0ffice Equipment.
- Less: Reserve for Depreciation
Miscellaneous Equ. ment .
Le.d.,Reaerve for Deprcciathn
Improvements to Leaseloid Propc*ty *
Less: Reserve I'or Depraciation and

$120,650.82

1,408.92

37,0457

Amortization 2.314.13

Unfinicshed Conat*uction

Tota Tangible Property

INT&V'IBQE P’OPQRTV

Franehises '
Less: Reserve for Anortizetion
Othe~‘+nta.giblc P*ope*ty : '
Less: nngervc Loxr Amortiuaticn

200.00".
8,864.57
l 772. 76

7,420.70 -
20217, 46
CAL08.23 .

1,500.00

L Iotal Lnfang;b’e Dropertj L

RER DERITS ‘ ‘

Prepaid Taxes and LicenseS'

Prevaid Insurance -

Otne* Deferrﬁd Debits
- Total Defer*ed Debi*

NLSCELLA. OU° DEBIT IEEM . :

Commiseion and Expense on Capital Stock
y : Tota“ Miscell aneouu Debit Itenms

CURRENT LIADILITIES
T Notes Payable

Payable to Asuociated Coapanie

- Accounts Payable

Vouchers Payable

- Wages Payable

C.0.D.'s Uaremitted ”

Totel Current Liabilities -

‘st:RV"

CPDITAu STOCK

Open Accounts ' - _
| To*al Advanees Payable

Peserve for Uncol;ectib;@ Account,
Injurie,, Loss and Damago esarve
‘Totel Reserves

SURPLUS - Dr. '
o Total Liabllities
S 23- |

,3 (§:§§;§[§¥

- 390.00

L8,239.04
3,106.78

020013

76,587 36
}215 jg
547.24"
2,919.54

4406352
568.15
1,510.&2 ,
5,203.24"
328.04

34,699.66
25.75
396.98

1, 200. oo1

7,021 61

3,.‘.25 16
7196.93

287.12-
3,709.27.

1710
AR

$148.191.09

"'$-25 950 OOl

5 2/6 27
2074760 .
31 038.45
386.25?

271.620 .

"zr'zéi'eg' “
T BTu86.08

104,39%.42

- TI0L.39%.42.

67L.0L.
137.12
808.19

10,000.00

34249460

$148.191.09
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Fred H. chestnnt, Consulting Fngineer, in Exhidbit 16
estimates the present alue of applicantts trucks ¢nd aileﬁg,
- &5 of October 15, 19A 1, at $101,140. ;hi,; acﬁo*ding to
testimbny, iz the amount of money applicont would have %o
vnend %o replace the ocuipmenr with s_milar walt s in a similar
etate of repair. Els present vaive is $48,j21 in cheqs of
the dep“eciated éo st of said_equ-pment as-shown in applicant’e'
ba1¢nce sheet 2s Sentnmbcr 30, 1941. Tnc di’fernuce is due“
| part to applicant'", excessive cep*cciation cnargewu on ¢o P
nquipment, *nd in part t a genc.al ¢ncreasevin th‘cogy_ofi
| the equ*pmenu. | o '”
| Appl*cant** outstanding noteé consist of tne foiloﬁ—‘
ingi' ‘ : | | “
Crocker First Nationzl Bank of o
_San Fraaclsco 1 $20,250.00 -

Zenry F. Hiller o - 700.00 1
Dora 0. Swayne. - ; _5JOOO.OOfH

; gazg!ggo 00

Appl*cant also oves the Son :ranC¢,co Warehoude‘Company

$5,000, reprcseﬂted by a 6% demand note, and. Lloya Swayne
¢104,39l.42,_.ecorded aS‘a.noﬁintcrect-beaﬁing accounx payable.
It:is fof’the pﬁrﬁose of poying'saia notes né account~ pajable
and pfoviding applicant with 2 szall amownt of wo*ﬁinr‘capi
that i‘ semF$'pcrmiss£o*.to 1%*ue addit;onul °tOCA, dnd to

°ell ,ucn stock at a2 price that will net oplican“ 3140 OOO._‘

"he ﬁollowing tfouthio SLHOWS appl;can**s operating_
revenues and ﬁet ;ncome for each of the ycurd f*om 1933 to
’941 botn inclauive, and its seeumalated surplus at_tnevgnd

of each of said yeers.
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: : QOperating = . o CAccumulated
Year = Rorvenyes . Not Tneoms Surnlus

1933 § 81,511.14  § 5,508.96(1) 8 2,437.22(2)
1632 .  125,373.12 %,062.53 1,374.69(2)
1935 174,6C7.54 SA1L.25 1,039.56

1935 244465 .73 L.663.95 5. 703.55
1937 240,810.01 9,212.71(2) 3,490.65(2)
1938 222,180.97 10 530.58 7.039.89 .
1929 244,857.10" 27369.5¢8 . $0200.2/

1940 249 902.632 ovs.ooflz 2 869.36 2
1941 202,401.7 24,9*9 98(a 525 187.96(2)

(L)Loss (2) Deficit

- The oppragﬁnb cvcnuos are the bross ope*ating rev- ”'

enues less ;erry or br*dge toﬁ;u. The *os,es in 1940 and 1941
are in part uttributed to *ncrea,ed labo* expeu,e, to increased 
coat of- matcr19¢a and su, olie,; and to increased depreciation
caarpes on accouﬁ* ol the ourchuse o_ additional equipmcnt. In
1941 anplicant wrote off 86, 98 62 of accounts recﬂivable._' :

| By uecision No. 25744, dated Ma*ch 20 11933, in
Application No. 187L>, “ae Commi qion eus ro*ized &el;ogg Exprevs '
and D*aying Co. to issue 3.0 OOO pa* V4¢Lc of it* capxtal stock:
in payment for the p*ope*ties ucqui*ed fron v*lliam Bolt. j
the saﬁé‘deéioion it ¢ut»o ized San -ranciyco Wurehoaue Company
to accuire and nolé 54id 3.0, 000 pa* value of stock of Ke gg
‘Express and Draying Ce. Aa neretofore 1ndicntcd San :rancigco
marehou e Comvany and its xo"inecu presentlj o two-third,, -
and Louio Priedman and nis neminees. onn-th d,o. applic¢nt’°,
outgtandzng atOCﬁ.

R Dnring tho hea*;ng rcfcrencp was mude to a letter,

dated :eb*ua*y 16, -919, s;gned by Louis :riedxmn and addre seé'

to Senry F. n*l_e“, care of San Francisco Whrﬁhouge Comp¢ny.e
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The letter readf as follows:

"Thic is to adv;se you that immediately upon
the purchase by you of the business and assets of
the Kellogg Express Co. of Nakland . for the sunm of
$10,000. T will meeuiatelj sever ay connection with
the Me*ch“nte Exprecs & Draying Company of Oak*and.

"Oﬁe-:hird of said purcnmse price is to be
pald by me, as follows: 52,000 in cash, %he balance
by way of & promissory note payshle within 2 years‘

after datc, secured by oy SoOCK in ﬂe-logg EXpress
& Draying Co. :

"It is understost that the dusiness andAassetSf ‘
ol the Xellogg Express Company are to be transferred -
to a corporation to b; iemedlately orzenized in whica
stock 1e to be issued of the par ¥alue of $10,000"
and no nmore, itwo-tnirds of whica is to be issued to
you and one-~talrd to ze.

"It is further understood that'_mned ately VPO
the terminut on of my cuployment with my present.
employer I shall be emplOch b/ the newly orgunized :
corporation mentlioned gbove a szlary for the time
being of $300 per month, Lid ,ala"y t0 be increased
from time to time as. the condi ion of the bdusiness-
will justily. = -

. "The newly o*gan VAL co*no ation adove referred
to shall have & board of three d¢rector¢, of wrich the
undersigned snall be & memunr tr.ercof." o
It is of 'record that tne *ettcr was app*oved by ,u-d eﬁry‘F.
- Eiller. Tnc let*e* antedates tAe filing of sai d Applicat on No.
‘18745, but it ¥az not colled. to the Comrais ¢onf“ autention

that’ proceeding. , ‘ _
Prote,tvnt t*‘:cu the posit on that t%iv lctter consti-

 tutes an agreﬂment limit‘dg cne azownt of ocz wnich Kel_ogg -

Brpreas and Draying Co. mig“v izsue. It is not ’or us to

construe the ag eenent o Febr Tasry 16, 1932. Suffice it to suy

that it is not b.nd_ng upon the Commission and wc, taero*ore,

will dis*egard it. ‘ |

' Protegt nﬁ ¢qrthcr contends that the underljing
mot ve in thc ”il*ng of this apollc tion is to cnable loyd"

Swayne, & creditor, a dircctor, and an officer of Kellogglzxpress
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and. Draying Co., and 3 di*ector of San Francisco Warcnouoe
Company, to gain control oI Kellogg Eypress and Drefing Co.‘
that the acquioitiou of truck equipment and the conotruction o
of . tde ‘Oakland terminal was unnecessary, and thdt the otner
sums of money loaned to applicant were not’ to its best interest.
The minuteo of Kellogg Zxpress and D*aying Co."
(Exnivit 18) and the testimony of Lloyd Swayne onow tnat if the \
Cormission authoriée apn’ icant to issue additional stoc? .suen i_
- stoc}‘c;wili' be. of*‘e:ccd to wl.«.ca.ut?"ftocm. older*' so shat’ they
can subscribe for their p*o rata share and _aintain treir |
reJative position in tne corgoration. Tne o*der herein will
require that such an offerinb be nade. hay atOCk not: subscribed
for within thirty (20) days after it io offered may ve. sold to
the public generully. Lloyd Swayne has offered to buy the otock
at $350 per ha*e. It is only i the preoent otocsholders do
not exerclse their preemptive *ignto tndt Lloyd Swayne will
| obtahn control of Xell ogg Exoress and Draying Co.V The fact that
! present stockhoider of a utility Day not be in a pooition to
acquire hio pro rata share of stock of*e*ed ior sale is no
ground Tox denying an application of & pub-ic utilitf %0 isoue'
additional stock. o |
“ | Tnis brings us to the mgin issue of this proceedirg,-
to-wit~ Is the issue of addfitional stocx to the best interest;
‘of applicant° As sa_d, protostan* contend ‘ nat the purcnhse
of some equipnent and - t"e cou t*uction of tne new Oak.and
terminal was unnoccosary. On these point. the*e is a- conflict
‘in the evidence. Proteot&no tezstified ngcinst the construction
of the Qakland te*minal and the purcnuse of oone oi the equip—

nent, while the tevtimony of tnc president of applicant *hows
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such construction and the purcnase of new cquzpmen* adviaable -
and necessary; The testi“o ,“owg‘ thav protestgnt wh_lc |
general manager p; appllCan was intere,ted in exvanding uppl*
cant*sioperations.v He negotiated or Was 2 pﬁrty o) negotiations,7
looking <oward the puxchase-o. Mari.vzxpross ané the stocx o* :
Napa Tranuporta tion Companj (App_ication ho. 24215) 4e~was
uneucce sful in conqummatinz the purchaae of other p“operties. 
He propoged that gpplicanx Join otner truck operutors in the .
construct‘on of union truck torminsl Emeryville.?‘_ ,ueati-
fled tnat while ne £ vorod thn burchgse of Mu*in E/press.“e :
objccted to applic@nt borrowing money from loyd Swgyne to
*inance that trans cticn. Eis tes tinony uh&t applicdnt nad a
bank c*edit ané cou¢d have usel it <o acqu,re Ma*in Expre,s ané
’or othe* purpooes wes rcfu*ed by an officer of the bark. The
' union terminal wes. not coa.truc ed. Insteud applicant cén—
| struc‘ced new terminal st 21st an¢ Adeline Streets in o.ar.land.
Prior to uhe comp’etion of tﬁig terzinal applicant rented e
terminzl at Second ané Juckson Streets, Qakland, at. a tot¢l
rental of £375 per month. In its new location appli cant-paya
ground rent of $89.00 per zonta znd, of course, muut bear the
rrying charges on an epprow.mate $38,000 1nvnstment in the :
termﬂnal. The ﬂew torminal has 2 larger pl atform area than *hc
old terminal, ¢can accommocatc 41l the trucks o.-applicunt purzed
on the east side of thu 3ay, has & spur track cony ection,' is
located near the cnd oL the San Fra 1ciaco—0akland Baj Bridge,"
andé. has modern shop fa'ilitieg. Its con struction, we feel,;
has been fully Juutif;ch. |
The record does rot show that applicanz has a ,urpluq

of eqﬁipment. on tqe contrary, its pre 1denu testif od that it '




. 241;7-9 P “ .

5 need for more equipment and that 2t times shipments.hevee'
to be def erred for lacf of preeer equipnent.

Though the record shows that none of.anplicant’°
crealtors nave mdde a demand for tne paymcnt of Thelr claims, )
it 4z evideat thst if auch demands were made appeicant would
heve no funde 2t nand to meet taexm. Provision should bc made
for the puyment of applicant's indebt todness. We will, herefore,
auuhorize applicant to 1ssue 400 ,naree o* zts cubitaW stock |
at not less than par. We nave 1O object*on to appl cant accept—
ing the of’cr of Lloyd Swayne %o eurchug., at $350 per gha*e, |
such shares of ,tock as mzy not e pu_chaseﬂ oy appl eant'*

atock.olders at. tnat n“ice.

Kellogg Bxpreee and Draying Co.:hevinglapplied‘te :he‘ﬂ
'Commission for pe*mi shen to issue‘éoolshere of. capital stock
public. he-rings heviu? veon held on said applicati on by Examine* 
Fankhauser, the. Co_m_vsiou n;ving conaidcred the evidence sib- -
mitted at such hcar¢ngb and 1t oeing. of the oninion tqat the
money, property or lobo. o be procured or puid *or oy tﬁe ‘"sue -
ol 400 enaros of cuvit 2l stoc& of Ke_logg dxpreos and D*aying
| Co._io reueonably required Por the purposces nerein stated tna*
the expenditures for szid purposes are not, in whe-e or in‘part,
*easoneblj chargeable <0 operetg“g etpenses o*“to income, dndf '
that this 2ppl icution should be granted subject %eltheeprevieiens.'
‘of this order,. the“efore' | R
| pidb) .-m'a::zw OSDERED a5 follows: o
1. Ke logg Expre 5 and Draying Co. may, after ﬁﬁé]l
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effective date hereo, and on or before Decémber 31, 1 _942‘ ‘dssue
and sell at not 1ess then par 400 shares. of its capital vtocx,
-provided that sald 400 shares of stock are offered for °ale
%o tne Hareholders of record of ﬁel;osz Erpre and’ Draying Co.,
at a price, but not less than the par value thereof %o be fixed
by the Board of Directors of Kellogg Expres¢ and Draying Co.,'
suen offer to remain open for a period of at loast: thirty (30)
days from and after the dute of the of*e:. Any stock not ,ub-
seribed for by waid tocknolders may »e s0ld by Ke ieégjzxpre*
and. D*aying Co. to Llor¢ omaync or uny other person ut 2 price
which 1s not less than tic price at which tbe stock was ofrered'
to said stockholder,. | |
2. Xellogg. Erpreas ond Draying Co. shall apply the
proceeds realized’ f“om the issue and sale of said gtock 0 pay,‘
in the rollontng order, the followin g indebtedness.

1. To pay notes due Crocker First ' .
- National Bank of San Francisco $20,250.00

To pay San Francisco Warehouse ,
Company 5,000.00
To pay Dora Q. Swayne 5,000.00

To pay Henry F. Eiller - ’700;00 
To pay Lloyd Swayne 104,391“42
Any remaining proceed, may be used by Kellogg Expres, and Draying

Co. for the reimbursement of its treas Y.

3. Kellogg Express anéd Draying Co; shall keep such
record of the 1ssue‘and cale ef tue stock as will enabie'it to
file the’ report, required Ly the COmmission** Generel Order No.
24—A, ﬂnich order, in0014¢ ug epplicable, is made a part of this
order. | _'

| 4. The authority herein granted will become effective
tweﬁty‘(zo} deys after the date nercof. |
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Dated at San Francisco, California, this 52/@31Jday

of June, 1942.

Commissloners.




