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Decision no. 31036
BEFOSE THE PUBLIC OTILITIES COMMISSICN OF THE STATE OF CALIFORNIA

In the latter of the Application of

THE CALIFORNIA TRANSPORTATION COLPANY,
SACRAMENTO & SAN JOAQUIN RIVER LINES, INC.,
and CALIFOSNIA TRANSPORTATICON COMPANY,

all Califernia corporations, for an order
authorizing the merger of zpplicants, and
the issuance of chares of common stock pur~
suant to the merger, and approving the terms
and conditions of such issuance and exchange
as provided in the plan of merger.

Application
No. 28844

L A S TN TR S T I g T I

MeCutchen, Thomzs, hiavthew, Griffiths & Greene, by
Geralé H. Trautman and E. . Balgwin, Ior applicants.

H
at

In this application, the Public Utilities Commission is
asked to maxe an order - ’

(1) Authorizing Tre Californiz Transportaticn Company
and Sacramente & San Joaquin River Lines, Inc. to execute an
Agreement of Mexrger in substantlally the same forz as the Agree-

ment of Merger filed In thi:z precceeding as Exhibit "C", and,

(2) Authorizing The Cuzliforaia Transportation Company
to lssue 100,000 shesres of its common stock at the par value of

$5 each in exchange for presently cutstanding shares of stock, and

(3) Approving the terms and conditions of such

issuance and exchange of securitics.

A public hearing was ha¢ in this matter before ixaminer

Fankhauser in Sen Francisco on December 9, 1947, after due notice
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thereof had been given by publication and by mailing to the
stockholders of reccrd of the three corporations. No one
appeared at the hearing to protect the granting of the amnplica-

tion.

The Califorznia Transportation Company, here;nafter
referred to 2as the New Cazliforaia Company, oand Sacramento & San
Joagquin River Lines, Inc., hereinafter referred 1o as the,Sacxar
mente Company, are presently engaged in the transportution of
property by water in interstute znd intrastate coumerce on the
Sacramento River, San Josquin River and San Francisco Bay, (1)
conducting their busizess zs 2 unified operution under the name
of "The River Linest. Trneir properties consist ¢f certain lands,
terminal structures, vessels, tugs and burges wnd other personal

property.

California Transpertation Company, hereinaflter referred
to as the Cld California Company, is enguged 1in no tusincss
operations of any character and has no assets except S,OOO saures

of common stock of the New Calilorniz Company.

The New Culifornia Company has wn authorized capital
stocit of 25,744 shares divided into 5,740 shures of first pre-
ferred 3% cumulative stock of the par value of $50 each;. 5;740
shares of second preferred 3x cumulative stock‘of the par value‘
of 850 each; 9,26) shares of thisod preferred 3% cumulative stock
of the var value of § , and 5,000 shares of common stock of

the par value of $1 each. In the case of thae third preferred

(1) R
Cperating rights defined bty Decision No. 28283, dated October
L4, 1935. (Vol. 39 CRC page 42%) |
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stock, although it has a »ar value of $1 per share, the redemption
price is $50 a share and the cumulative dividends sre computed

on the redemption price.

Mnder the Articles of Incorporation of the New Cali-
fornis Company, the nolders of the first preferred stock are

entitied to reoceive dividends at the rete of 3% per annum
cunulative from January 1, 1638,.and poyable in full before any
dividends or other payments are made on other classes of stock.:
Upon. liguldation they are entitled to receive 50 per share plus
accrued dividends belore any payment cn the redemption prices of
the other classes of stocik but only after poyment of all cumula-
tive dividends on the first, second and third prcferred shures.
The sharcholders of the second preferred stock are entitled to
receive dividends ot the rate of 3 cnnum cumulative Srom
January 1, 1938, before any divicencs ure paid on the third pre-
ferred or the common stock. On redemption they sce entitled to
$50 per share Pro- rataz with redemption payments to the third pre-
ferred stock, after vayment of all aecrued dividends on the
first, second ond taird greferred chares. The holaers of the
third preferred stock are entitled to receive aividends at the
rate of 3% ver anxum on the redemption drice of $5C per shure,
from January 1, 1938.

‘ ata with amounts paicd on the redemption pricc of

the second nreferred stock.

No dividends have oczn paid on any of the three
classes of preferred stock. The total amounts of stock of the
Yew Californiz Company outstonding and the asccumclated dividends

thereon, are as f{clilows: -




A.28844 ‘l’l&m 1"

Cutstanding Accurulated
Par Vzlue - Divicdends

1st sreferred stock ‘ $ 89,700 $ 26,9}0
nd preferred stocxk 89,700 . 26,910
3rd preferred stock 9,264 138,960
Common stock 5,900 -

Totzl

The Sacramento Company has an authorized capital stock
of 10,000 shares of the par value of $1CC each, all common, of
whicn 1,500 shares of the par value of $£150,000 now are outstand-

ing, 500 shares thereol being helé by tne New‘California Company.

The Cld California Company aas an authorized capitul
stock of 5,000 shares of the par value of $100 eack, all common

and all outstanding.

| According to the testimony nerein, Norvin A. Fay owns
or holds approximutely 70% of the ocutstanding stock of the 01d
Californisa Company, approximately 83% of the outstunding stock of
the Sacramento Company, and approximctely 985 of the outstonding
preferred stock of tae New Czlifornic Company, the common stock
of the latter being owned, as stated, b& tue 0ld California

Company.

The preseat applicatlion shows trhat the taree companies,
in an endeavor to simplify thelr corporate and operating struc-
ture and to effect economies, nave agreed tTo enter into an
Agreement of Merger whereby, among other things, the New Cali-
fornia Company will acguire and succeed to all the assets and
1iabilities of the Sacramento Compeny and the 0Lld Caiifornia
Company and thereafter, as the surviving corporation,'ﬁiil'cén*

tinue the present operations. It proveses to cnange its nage to
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The River Lines, Inc.‘and to conducﬁ its affairs under that

eme. Th¢ agreement contemplates that the surviving corporation
»i11 distribute its shares of stock (100,000 shares of the par
vaiue of §5 each, 21l common) to the individual holders of the
outstanding shares of stock of the constituent companies. The
presently outstanding preferred and odtStanding common Stocks of

the constituent companies will ve canceled.

The combined net worth of the applicants, based on
their balance sheets os of November 1, 1947, is £626,851.56 and,
in generel, the new shares of stock of the surviving corporation
will be distriouted cn the basis of the net value of the assets
contribvuted to the merger. Such distribution, zfter climinating
inter-company holdings, will be xs follows:

Net Book Percent New Shares

value of to be
Present Shores Contributed _Total Issued

Sacramento Co. 1,000 shores $190,780.48  30.435 30,435
New California Company
lst preferred 1,79, shares  116,610.00 18.602 18,602
2nd preferred 1,794 shares 51,827.92 8.268 8,268
3rd preferrecd 9,264 shores 262,633.1€¢ 41.897 41,897
.01d California Ce.5,000 shares 5,000,000 .798. __198

Totzl $626,851.56 100.000 100,000

e

~

The net book valuc of 116,610 reported contributed by
all holders of the first preferred shores of stock of the New
California Company represents tae total of the accumulated but
unpaid dividends of 326,910 plus the redemption price of $50 a
share anounting to $£89,7C0. A4s heretofore incicated, the
Articles of\Incorporation of the New Califdrnia Company provide
that after all acerued dividengés on gll clusses of pfeferred

stock and after recdemption of tne first preferred stock, the




A.28844 z“ TS

scecond and third preferrcd stock perticigate proportionately in

the remaining assets.

In the proposed distribution the‘values assigned to
these shares of stock represent the accumulated but unpald divi-
dends, plus their portion of the remalnder of the net bLooX value
of the assetc contributed, subject, however, to a distribution of
£5,000 from the pro rata portion of the third preferred shares.
The‘ﬁﬁ,odo‘has been assigned to the common sharebolders of the
stock of the 01ld Californic Company. Altaough such shareholders
apperently have no eguity in the assets, they, as holders in turn
of the common £TOCK oflthe New Californiz Company, have been
entitled-td participate in the mapnagement of that corporation
through the election of one dircetor. It L5 desired by all appli-

cants to preserve for them & ¢ontinulng interest in the business.

The resclting effecet of thae derger Agreement‘is in-
dicated in a consolidoted balance sheet as of August 321, 1947,

£iled in Exhibit 18" znd showing the following:

5350ts

Curréent assets -
Cash | $ 60,162.24
Accounts recelvable 63,581.95
Total current assets $123,744.19
Miscellanecous investments 321.00
Transportation pronerty - ‘
Floating equinoment $642,4156.22
Terminal property 154,,322.46
Land 26,859.24
‘ , 822,597.92
Depreciation reserves 277,506.11
Balance : 545,091.81
Deferred debits _ 19,723.27

Organization 1,500.00
661.380.27
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Liabilities

Current liavilities -
Notes and accounts payadble $50,765.31
hAcerued liabilities 13,762.40
Total current liabilities $ 64,528.7L
Capital stock “ 500,500.00
Paid-in surplus ‘ | 126,351.56

Total 3 3691,380.27 .

The combined iacome statexent for the eignht months
ending August 31, 1947, giving effect to the proposed merger but
not reflecting any economies irn operations, is shovn in Exhitit
non as follows:

Water-line operating revenues 8540,452.5L
Water~-line operating expenses 497,001.29
Net revenue from water-line operations 43,451.22
Water-line tax accruals | 49
Net revenue 40,200.77
Other income-net £3.64
Net income
Decuctions:
Interest charges 5 287.92
Inceme taxes 3,711.83
Total deductions

Net p»rofit

Thus, following the completion of the merger the sur-
viving corporation will aave but one class of stock outstancing
in place of the present several clusses, the accumalated but
unpaid dividends on the preferred shares of the New California
Company will be eliminated, ané the present joint operﬁting
agency, which i:s szid to be very cumbtersome, will te terminated.
The proverties and business hercafter wili'be ovned and operated

by but onc entity.

The testimony shows that there will be no change in

the rates and service to the gublic zs a result of the merger.
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The resulting simplification of the corpecrate structure and the
operatlions of applicants, together with the economiles which
should result, are in the pudblic intereét ané accordingly the
Commission is of the opinion that the application_should‘be'
granted. The terms of the exchaage of the shares of stock appear

to be fair and reascnable.

QRDES

The Commission having considered the record in this
application and being of the opinion that the iIssue and exchunge
of stock by The California Iransportation Cbmpany on the basis
set forth in the Agreement of Merger are fair and reasonavle,
that the money, »roperty or labor to be procured or paid‘for
through thne issue of 100,000 shares of stock is reasonably re-
quired for the purpose nerein stated, and that such purpose is
not, in whole or in part, reasonubly chargeable to operéting ex~-
penses or to ilncome, and that this application should be granted,

25 provided herein, therefore,
IT IS HEREBY ORDERED as Iollows:

1. The Californiz Transportation Company, Satrzmento
& San Joaguin River Lines, Ianc. and California Transportation
Comnany may execute an Agreement of Herger substantially in the

seme form a5 that filed as Exhibit "C" in this proceeding.’

2. Sacramento & San Joaquin River Lines, Inc. and
Californiz Transportation Company, after the eflective date

rereof and on or before March 31, 1948, may transfer their




o

A.288Ml(Corr.) MW : '.

property, rights, assets and liabilities to The Cdlifbrnia
Transportation Company pursuant 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
100,000 shares of its common stock of the par value of $5 each,
in exéhangé for the presently outstanding shares of stpck of The
California Transportation Company, Sacramento & San Joéquin River
Lines, Inc. and California Transportation Company, as provided in '

the Agreement of Merger.

4. The authority herein granted shall not be con-
strued as a finding of value of the properties herein authorized

to be transferred.

5. Within ninety (90) days after the execution df said
Agreement of Merger, The California Trunsportation Conpany shall
file with the Commission a copy of the same, report showing the
number of shares of stock issued under the authority herein
granted, the names of those to whom said shares were issued, and
a copy of each journal entry used to record on its books the

acquisition of the propertics under the authority hercin 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 _ /2%~ day
of December, 1947.

A

- Commissioners

=10




