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:ezFORE THE POBLIC OT!LITIES cor!lirSsrm: OF ':rIlE b'I:ATE OF CALIFO?.NIA 

In the ~atte~ of the Application of 
THE CALIFO&1IA TRANSPORTATION CO~?ANY~ 
SACRAMEr~TO &: SAN JOAQuIN ?IVER LINES, INC., 
and CALIF()?.1aA TRk.~SPORTATIO~ COMP &\I:{ ~ 
all Califclrnia corporations,. fo~ an order 
alltho:::"izir.:g the :ner-gcr of applicants,. dnd 
the issuance of ehares of co=:on stock p~­
s~ant to the merger, Qr.d approving the ter~s 
and cOlld1t.ions of SIlC!l. issuance a,.",d e;.tch~i!':ze 
as prov:tde1i in the pla.."'l of merger. 
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Ap?11cation 
No .. 28844 

?!lcC'ltchen, ThQms::s, 1vi~'tt'hQw, Griffiths! Greene,. by 
Gerald B..:. TralJtm~n and h h balo.w.1n, for applicants .. 

o ? I N ION -------

In this a~plicat1o~~ the Public Utilities Commission is 
asked to ~~'~e ~ 

.-.,[lo a..", oro,.;.er -

(1) Authorizing The California Tra.."'lsportaticn Company 

a...",d Sacramellto & Sa."1 JOD.qui.."1 River Lines, Inc. to execute an 

Agreement of Merger in subst~~tia1ly the s~e for~ as the Agree­

ment of l1erger filed in this proce€:c!.~~g a= Ex.'li.ibit "e" 1 and, 

(2) Authorizing T~e C~li!or~ia Transportation Company 

to issue lOQi~OOO she-res of its COCl!!l.On stock at the par value of 

$5 each in exchange for pre$ently outstanding zna=es of stock, and 

(3) Approving the t0~CS and co~dlt1ons of SIlCh 

issuance and exchange ~f securitiBS. 

A public hearing was had in this :n:..tter before Examiner 

Fnnkhauser in S~.", FranciSCO on De=e~ber 9, 1947, aft~r due notice 
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t!1ereof hod bee!'l. given by pu~lication and bj." mo.iling to the 

stockholders of record of the three corpora'tions. No one 

o.~peared at the hearing to protezt the gr~~t1ns of the a9911c~-

tion. 

The California Tr~~s,ortation Co~peny, herein~fter 

refer!'ee tel 0.5 the ~ew California Compa.~y, :md S~1.crmnento &: S~ 

Joa~uin River Lines, Inc., h~!'cin~fter refe!'red to as the .Sacra­

mento Co~?any> are presently engag~d in the transport~tion of 

property by wo.ter in L~terst~te ~nd ~~trastate co~e=c~ on the 

Sacra.r.lento River: S~ Joc.quin ?.iver and San. rr;mcisco Bay, C,l) 

conducting their bllSi!less us .:: :.!.."lii':'J.ed opt:r""tion l,.."!l.;)er ,the na;nc 

of '"The River I..:L..'1€STT. Their properties consis't of ccrtZlin la.."lo.s, 

ter:ninal structures, vessels, tUbs and ba!'ges ~nd other pers.onal 

property. 

California Tr~~$pcrt~tion Comp~~y, hereinafter referred 

to as the Old California Coopa!'l.7, is eng~zed in no bus~'1cSS 

operations ·:>f an30" char'acter u!'ld has :10 assets ez~ept 5, 000 s:"~res 

of common stock of the !Jei': C~1!.1·orn1a COtl?~Y. 

Tlle New C::!lifo:,nia CO:::lP::;"""'lY h.as w."l autho:rized capital 

stoclt of :25.~744 shc.res divided into 5, 740 shar~s of fir.st pre­

ferred 3% cumu1<:;.tive stock 0:: tlle par value of $50 e~ch; 5,740 

sl'lares of second ?refe:::-r"'-:c 3~ c1.l:lulat1v~ stock of the pur va.lue 

of $50 eaCh;: 9,264 sh<l!'€:s 0:' t!li::-d 1'r~!'e!"red. 3% cUl!lulo.tive stock 

of the par -:;ralue of el ~ach, ar~d 5,000 sn.$.l'es of common stocl-c of 

the par val~e of $1 t~ch. In the c~se of the third preferred 

(1) 
CperZlting rights defined by Decis10n lJo. 28283, dated October 

14, 1935. (Vol. 39 CRe ?age 429) 



stoc~~, altho1.l,gh it nas a ,(;lr val.ue of $1 per sh::lre, the rcdempt.ton 

price is $50 a sharc'~d the cumul~tive dividends ~re computed 

on the red~~pt1on price. 

Onder the Articles 0;':' !ncorpora tior. of the New Cali­

fornie. Coo.?:o.ny., the :'lolacrs of the first p::cl'errec. stock art;: 

entitled to receive dividends at the r~te of 3% per ~~~um 

cumulntiy~ from Jan~~ry 1, 1935,.and poyable in full before any 

divio.o;,mds or other payni.ents <:l.re rJlade on other classes of stock.' 

Opon: liquic.ation they are entitled to receive $50 per share plus 

accrued dividends befor~ any pa~ent on the r~6.emption pr1c~s of 

the other classes of stock but only after pcyocnt of all'cu~ula­

tiv0 dividends on th(: first, second ,and third ,referred sh.:..res. 

The shareholders of the second prer~rred stock are enti'tled to 

recoive dividends ~t t~e r~te of 3~ p~r ~~um c~ulative from 

Jap.uary 1;0 19381' ·oefoI'e ar..y 1i"Ji~E:~C:s :;.::-e paid or.. the tr..ird pre­

ferrec.. OI' the ~O::l:lO~'1 stock. On rec.et.Lption the; r....re entitled to' 

$50 per st~:re pro rat~ with rcdem?tion 9aY=Cr.ts to the third pre­

ferred stock, Cofter -oaY::ler. t \:)f .:!l::' c.ccrued d.ividends on the 

first, second ~nd third ;-reftrrec $!'lfires. T:1C holaers of the 

third ?::'ei'erred stock ;;'!"t,; €:l t!. tleci to ::-€c6i ve o.iv.!.cends at th'e 

rate: of 3% per a.."l:':.t.l:::l on the ::-eo.c:::ption price of $50 p~r sha.re, 

f::-ow J'onll.'lry 1, 193e. Opon j,
4 cc.e:ption -:hey ~rc entitled 'to' '$50 

?er share pr·o. rato.' with a:.'lOl.l.."lt$ puid. on the redemption price of 

the second l'rei"crrec. stOCk. 

No diVidends h~V0 OC8C p~id 'on any of the three 

classes of p~e!erred stoc~. Tno tot~l amounts'o~ stock of the 

New California Co~p~~y outst~~d~n8 a~d t~e ~ccum~l~ted dividends 

thereon, are. as fellows: ,,: 
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1st ~re!erred stock 
2nd ore:r~rred stoc~ 
3rd preferrad stock 
Co:mnon stock 

Total 

Qutst~nding Acc~~la~ed 
Sh~res Par Val~e Dividends 

J..,794 
1,794 
9.1'264 
5.000 

17.852 

$ 89,700 
89,700 . 
9.,264 
5,000 

i:193.664 

$ 26,910 
26-,910 

138,960 
-- " 

$192.78Q 

The Sacracento Comp~~y has ~~ authorized capital stock 

of 10,000 shilres of the par value of $lCO each~ all cor:mon, of 

whicn 1,500 shar~s of the par value of $150,.000 now are outstand­

ing,. 500 sh8.:'es thereol' being held by the New Ca1iforni{J. COr.lpany. 

The Old California Co:npe.ny aas an aut~or1zed cs.p1tal 

stock of 5,000 shares of the par value of $100 eGch,. all common 

and all outstanding. 

Accordi.?lg to t!'l.e test1::lony herein, Norvin A. FfJ.Y ov:ns 

or holds approxim~telj." 70% of the outet.;J.nd1ng stock of the Old 

California Con'.p~y, appro:d.:1atelj 83% of th.e outsto.nding stock of 

the Sacr~en to Compa."lY, and 3.pproximc.t~ly 98';;;. of t.1.€ outs t:mding 

preferred stock of the New C~liforn1c. Co:tPar..y~ the common stock 

of the latter bei!'lS owned" as st~ ... ted-, by tne Old Ca11fornia 

Com,~':.y. 

The prese:lt e.pp11cation shows ~h{l.t t!'l€- three companies, 

in an end.eavor to si!:lplify their corporate a.."ld operat1.."lg struc-

ture and to effect econo~ies, h~ve ugreed ~o enter into an 

Agreement of Merger whereby, ~~ong other things" the New Cali­

fornia Co~pany will acquire ~~d succe€Q to all the assets and 

liabili ties '0: the Sacra:nen to CompMY 8.."ld the Old. California 

Company ~~d ·thGreafter, as the surviving corporation, will· con-

tinue the pr,e5ent oper<ltions. It proposes to caange its naz:le to 
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The River Lines, Inc- and to con~uct its affairs under that 

na:le. Th~~ agreement conteJ:lplates that the surviving corporation 

..... ill distribute its shares of stock (100,,000 shares of the par 

valu~ of $15 each, all common) to the ir..di vidual holders of the 

01.l'tsta."ld1n.g shares of stocl-t of the constituent con:;>l;l.."'lics. The 

presently outst::mding preferred c..."'ld outst~"'lding common stocks ot 

the constituent coopanies ~ill be canc~led. 

:rhc combined net v:orth of th~ u.pplic.::l..."lts, b.;.se<i on 

their bala:.'lce shc€ts ~s of Nove:::.ber 1" 1947" is e,626,8;1.;6 &""l.d, 

in scncre.l,~ the new share$ of stock of the survi vinl corpor~ t10n 

will be distr1b~tcd on the basis of the net vslue of the assets 

contribute,: to the mcr;er. Such distribution, ~fter (:l1znin~tin,; 

inter-coItjnmy ho1cl1:l';s, v:i:l 'b~ as follows: 

Net Book Perct:nt New Shares 
V.::.lue of to be . 

~st'nt Sh~res Contributed Total Isst.l€..Q: 

Sacramento Co. 1,000 
Nl)W California Co::z:pany 

shc.res $190 , 780.48 30.435 30,435 

1st prei"er:red 1,794 shr.",res 116,610 .. 00 18 .. 602 18,602 
2nd preferred 1,794 shares 51,827.92 8 .. 268 8',,268 
3rd preferred, 9;0264 sr...i1res :26Z,,6S3.16 41.897 41,,897 

. Old California Co .. 5"OOO shures 5.000.00 • 79§. 79~ .. 

Total ~6~2IgS1·26 lQQ.QQQ lQQIQQO 

The net book value of $116,,610 reported contributed by 

all hold~rs of th~ fi:::st preferred shc.res of .stock of the New 

California Co=,any represents the tot~l of the accu~~lated but 

u."'l!)aid dividencis of $26,910 'plu5 t!'l.t::: redemption price of $50 D. 

share amo~ting to $89,700. As h~retoforc ineicatcd, t~e 

Articles of Incorporation of t::~ New California Company prov1ci~ 
. 

tl'lat {.Li"tE:r c.ll accru.€.e dividencis O:l all c1~sses of pr~f~rred 

stock <:"""'lQ a.!"'cer redemption of the first prei'.::rred stock, the 
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second and third pr.z.oferrcd stock p,"rtic19",t~ proportiona.tely in 

the reoaining assets. 

In the proposed d,1:::tri"out1on tho va.lues assigned to 

these shares of stock rc:::prcs.;:nt the accumulBoted but em,paid divi­

dends, plus th0ir portion of t~€ re~aineer 6f the not book value 

of the ass,::ts contributed, s:.l'bject, how~ver, to a distr1bution of 

$5,000 frc1::". the pro rata pvrt10n of the thi;:-d preferred sho.r-.:s .. 

The $5,000 has 'been assl~led to the commO!l sharehold.ers of t..~e 

stock of the Old C:;:.11fornic Com?&"'''lj''.. Altnolle;h such shareholdt;:rs 

~pparcntlyh&ve no ec.:.lity in the ossets, they, as holders in turn 

of the common stock of tb.~ ~Je~: California Compa.""lY, have been 

enti tled t.:1 participl:!te in the :r.w,agem~:nt of tha.t corporation 

through th€i ~lect1on of one diro;;ctor. It is desired by all c.ppli­

cants to preserve for them e. continuing interest in the business. 

The resulting ef!~ct of th~ ~erger Agrce~ent is in­

dicated in D. conso1idoted ~8.1a!'!ce. sheet as of Augt:st 31, 1947, 

filed in E::r.hibi t "S" [!ud. shoi/ine t~e following: 

a:s sets 

Current assl~ts -
Cash 
Accounts rec€ivsbl~ 

Total (~urren t assets 
1lisc.;llaneotls investments 
Tra."l.sporta t:lon pro,erty -

Floa ti:lg E~q u1 pm~n t 
Terminalpropsrty 
Land 

Depreciation reserves 
Bale...."'lcc 

Deferred debits 
Orguniz3.t1oD. 

Total 

-6 

:$ 60,l62.24 
63,58) .• 92 

$642,416.22 
154,,3:22.46 

26,859.24 
8?~,,5970.92 
277 .506~11 

$123,744.19 
321.00 

546,091 .. 81 
19,723.27 

1,500.00 

i691,380.27 
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I,iabili ties 

Current li;;~oili ties -
Notes s-"lCl accou.."lt$ payable 
Accrued liabilities 

'Iotal curre!lt l1abilities 
Capital stock 
P<lid-i."l sux'plus 

Tot.:ll 

$50,766.~1 
13,762.40 

$ 64,,528. T-
500,000.00 
126,851.56 

$691,380.27 

'l'he combined !.:'lcome stace:tent fo'!' the eight months 

ending August .31, 1947, giving effect to the proposed t:.erger but 

!".lot ref1ecti.."lg a.."lY economies ir. opero.tions, is shov.n in Exhibit 

"9" as follows: 

Water-line opero.t~ng reYcnu~s 
Water-1i."le operati~g eA~enses 

Net revenue from water-line 
Water-line tax accr~als 

Net r€!V(I::ll.le 
Other inco:ne-net 

Net income 
Deductions :' 

Interest cha:oges 
I:lcc~e taxes 

Total deduct~o::lS 

Ne~t ?rofi t 

oper::-4tions 

:$ 287.92 
8,711.83 

$540,452.51 
497,001.29 

43,45':;'.22 
3.250.45 

40,200.,7.7 
1,483.64, 

41,634.41 

8.999.75 

~ J2.684.66 

~~hus, i'ollo-;-:ing the cOI:lpletion of the ~ergel' the sur­

viving cor~oration will h~ve but one c1~ss of stock outstanding 

ir. place of' the present several cl~sses, the ~ccumu!ated but 

unp-:lid di vi,c.ends on the p!'<:ferred stlZr.:::s of the Nev; California 

Company wi11 b€ eli""":""lated, ~d the present joint operCi.t1ng 

c:.ge..'1CY, ...... hich is said to 'be very cu:::.cersoc.e, will be terminated. 

The prvpert1es and bUSiness he!"0ai'te!" vdll be ovmcd ano.operated 

by but on~ entity. 

The t~sti~ony shows tr~t ther~ will be no change in 

the rates a"ld service to the 9ub11c ",s a restllt of the merger. 

,.. 
-I 



A.28844 • Nli,,/:W 

The rezulttng simplification of the co~porate structure and thp. 

operations of applic~~ts, to~ether with the econo~ies wr~cb, 

should res~lt, are in the public interest and accordingly the 

Commission is of the opinion that the applic.::;.tion zhould, be ' 

granted. The ter~s of the eAch~~ge of the shares of stock cppear 

to be fair and reasonable. 

ORO E :\ -.----

The Commission having considered the record in this 

application and being of the opinion that the issue ~~d exchange 

of stock by The Califo~ia Tr~~sportation Comp~~y on the basis 

set forth in the Agree::!ent of Merger are fair and res-sona·ole, 

that the money, prope~ty or lsbor to be procured or paid for 

through the issue of 100,000 s~&~es of stock is reasonablyre­

quired for the purpose herein st~ted, a.."'ld that such purpose1s 

not, in whole or i..~ p~t, reaso!li;;..bly chargeable to oper&ting ex-

penses or t<, ir..cor:€, and that this r..p,91icat1on should be gr.anted,. 

as provided herein, therefore, 

IT IS EREBY OP.DEP.E:) as follows: 

& San Joaquin River Lines, I~c. ~d California Transpo:tation 

Com~anY' ma~' execute a."l Agreeme:lt of Merger suo::;tant1;:.11y in the 

same for:n 0::> tT),<!t .fil~-d as Exb.!.oit :lCTT 1;l this proceeding. 

2~ Sacra!:lento & San JOo.CiIlin River !.i."les, Inc •. and 

Californ1~ Transport~tion Comp~"'lY, after the effective dat~ 

her~of a.~d on or bcfo're March .31, 1948, :ay transfer their 
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property, rights, assets and liabilities to The California 
.' 

Transportation Com?any p~rsu~t to the terms of said Agreement 

of Merger, and the latter may succeed to such property, rights" 

assets and liabilities, all in accordance with the terms of said 

agreement .. 

3. The California Transportation· Company, after the 

effective date hereof and on or before March 31, 1948" -may issue 

lOO,OOO shares of its common stock of the par value of $5 each, 

in exchange for the presently outst~~d1ng shares of stock of The 

California Transportation Company, Sacramento & San Joaquin River 

Lines, Inc. and California Transportation Comp&~y"as provided in 

the Agreemt~nt of Merger • 

.l~. The authority herein granted shall not be con­

strued as el finding of value of the properties herein uuthorized 

to be transferred. 

5. Within ninety (90) days after the execution of said 

Agreement of Merger, The California Xr~~sportation Coopany shall 
. . 

f1le with tl:le COmmission a copy of the same" a report showing the 

number o~ shares or stock issued under the authority h€rein 

granted, thE~ names of those to whom said shares were issued, and 

a copy of each journal entry ~sed to record on its books the 

acq'Jisition ·of the propertios under the authority herein granted. 

6. The authority herein granted Will become effective 

ten (10) days from the date hereof. 
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Dated at San Francisco, California, this ,17~ day 

of December, 1947. 

.' Co!llm1ss1oners 


