
· B':AN 

Decision No. 421~~ 

BEFORE THE PUBLIC UTILITIES COl'fr1ISSIO!; OF THE STATE OF CALIFORNIA 

In the ~~tter of the Application of ) 
E. O. HURLBERT and V. Cr. KEYES, a ) 
p~.rtnership, doing bu::;iness as ) 
GENERAL TRANSFER COHPA~!Y, and PACIFIC) 
FREIo.HT Ln'!ES, a corporation, for ) 
(1) approval of a lease of operative) Application No. 29657 
~ishts under a lease ~nd o,tion to ) 
purchase ngreement; (2) authority to ) 
ei'fect a sale of reoJ. and persol1,:1,l ) 
property; ~.nd (3) of P:;tcific Freight ) 
Lines to issue notes. ) 

Gordon. Xn::'l.np &. Hf)nnessy by W·tm ..... n C~<..nCtrm, for 
P~cific Freight Lines ~ end .Flqhorty, Quntnqr ems 
Thompson by John E, Fleh:"!'tv, fOr E. O. HUrlbert 
a.nd V. G. !(I?yes, :l.pplicr\nts. 

tnf::'lxcttc J, Srn~ll'Opee, for Li11i0 !.:-o.nsporto.tion 
Coopa:lY; and Phil J~cobson by L~fayette J. Smo.11pagc 
for \1estern Trucl~ Lines, protest0.nts. 

loscph Araiza, for The Atchison, Topeka c.nd Santa Fe 
Railway Comp:'I.nY nnd Snnto. Fe Trllnsporto. tion Company; 
nnd Ch~rles A, Miller for Vn11ey r'!otor Lines, Inc., 
nnd Valley Expr~ss Co., interested p~rties. 

This proceeding involves the acquisition by Pacific 

Freight Lines, hcrci~ftcr c~lled Pacific, of the operative rights 

~nd property of E. O. Hurlbert ~nd V. G. Keyes, cop~.rtners doing 

bUSiness as General Tr~sfor Comp~ny, hcreinnftcr called Genoral. 

By applic~.tion, filed September 1, 1948, (1) Hurlbert 

tLnd Keyes seck authority to let and Pacific sccl~s t'.uthority to lease, 

subject to an option to purchase "the h1g~"J.,.,ay common carrier opera­

tive right granted to the former by Decision Ne. 4048" dated June 

28, 1947, in Application 'No. 21+202; (2) Hurlbert and Keyes seck autho­

rity to sell and Pacific seeks ~uthority to purchase certain motor 
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vehicle equipment, real estate and miscellancous personal property; 

and (3) P~cific"see~s authority to issue to Hurlbert and Keyes, in 

consummating the proposed purchase, 28 promissory notes in the 

~rincipal sum of $6,663.40 each, plus interest at , per cent per 

annum. A public hCD-ring was held before Commissioner Potter and 

Examiner Bradshaw at Fresno on Se~tember 30, 1948." Briers have been , 

filed. 

Applicants operate as hi~hway common carriers of general 

commodi ties, i-:l th certain exceptions, in intrastate and interstate 

con~erce, pursuant to certific~tes of public convenience and neces~ 

si ty. General's operations are beti"een Selma and Fresno, on the 

one hand, and, on the other hand, San Francisco, OakJznd, Emer)~i1le, 

San Leandro, Alameda, Berkeley, El Cerrito, Richmond, llayward, South 

San Francisco, San Bruno, Pr:tlo Alto, Smmyvale, Santa. Claro. and San 

Jose. Pacific oper~tes froe So.n luts Obispo nnd Fresno south to 

n~erous points in Southern California and Arizona. 

The proposed lease of operc.'Civc rights is for ~ term of 7 

years, for which P~.ci;('ic is to pay as rental $39,900, at the rate 

of $475' per month. In consideration of an o.ddi tional ~;lOO, Pacific 

will have the exclusive option to purchase General's operative rights 

at any time (prior to the expiration of the lease) after 13 months 

folloi.;ing approv~l of the lease a:'rangemcnt by this Commission and 

the Interstato Comrnerce Commission. Pacific's rights thereunder to 

"r>urchase tho oper~"ti va rights, hOl/over, are contingent upon its 
\ 

s~tisfying the terms and conditions of the proposed contract to 

purchase General's eq,uipmcnt, other personal property and real 

estate. The proposed purchase price of the operative rights is 

the difference between (a) the monthly payments made under tho loase 

plus the $100 consideration ~nd (b) $40,000. 
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During the period the proposed le~sc is in effect, P~cific 

is to keep accou-~ting records of shipments h~ving both point of 

origin and dcstin~tion within the service area covered by the leased 

operative rights. The General Transfer Company segment of Pacificrs 

operations is to be maintained as a sep~.rate division. It is stipu-

Alated that during the life of the aeree~ent or for 5 years, should 

tho provisions of' the;: agreement be satisfied at an earlier d""to, 

General and its copartners shall refrain from engaging in for-hire 

transporto.tion in competition with Pacific in the cc)unties in which 

General now operates. The lease-and-option arrangement, according 

GoneraJ. cotter 3cc'Ur1ty. It Wo.s beJ.1cvcd t~1.at 1t Pt\c1:f'1c sho\.\l.d 

undcrtru-cc to purch.:'tso the operative rights nt this time and doi"D.uJ.tod 

in its p~J~ents General might not be able to reacquire operating 
authority. A copy of the lease and option to purchase 1s filed 1n 

this rl.pplication ~s Exhibit !lA". 

The property which P~cific secks to purchase from General 

consists of (a) 13 trucks, 14 tr~ctors, 20 sc~i-trailcrs, 10 trailers 

and 17 dollies; (b) 2 lots in Fresno vnth improvements, consisting 

of ~n office, shop, shed and storeroom now used by General as a 

termin~.l; and (c) miscellaneous personal property, including office 

Cl.nd shop eq,uipment, automotive pnrts o.nd tiz:es. The proposed 'con-

sideration is $220,000, of which $162,457 is for the motor vehicle 

eqUipment, $45,000 for the real property and improvements thereon and 

$12,525 for the miscellaneous person~l property. Pacific ~lso 

proposes to o..szumc cel"t~in unp::.id equipment obligations of General 

covered by conditional s~lcs contracts, which, it was testified, 

~mountcd to about $13,000 or $14,000 at the time the hco..ring waS 

held. The property. is more spccificaily described in the agreement 
• 
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f'11Gd in this o.p:p1icD. tion as Exhi b1 t IIBI:. 

It is contempl~ted that, upon tho ~pproval of these tr~ns-· 

actions by this Commission ane. the Interst~.tc Commerce Commi:ision . 
(including the lease of Gen~:"~.l f s interst:?te operative right), 

,PacifiC will p~y to General $33,425 in cash and deliver the 28 

promissory notes which the former seeh:s nuthori ty to issue. The 

first of the promissory notes 1,5 to become duo Jo.nua.ry 1, 1949. One 

e~ch of the succeeding 2.6. notes is to become due on the first day 

of the first month of eo.ch qu::.rtor-ycnr follo,,,ing Ja.J:'!u~ry 1, 1949, 

while the twenty-eighth noto is to become due October 1, 19". In 

tl~c event th~.t necessary <lpproval is not ob:~1ncd by Jcnu~ry 1, 1949, 

tho first of the notes is to become due Janu~ry 1, 1950, ~nd the 

others on tho first d~y of the first month of each qu~rter-ye::,.r 

thereafter. 

?~ciric proposes to execute a deed of trust covering the 

real property and improvements thereon £l.s sccuri ty for the payment 

of the first 8 of the proposed notes. It is also proposed to exe­

cute !l. ch~ttel mortgc.g~ or chr-.tte1 mortag:tgcs on the motor vehicle 

c~uipment to secure payment of the remcininB notes. Copies of the 

forms upon which these proposed instruments will be prepared arc on 

filo in this proceeding. According to the testimony, the proposed 

purchase prices of the rc~l ostntc, motor vehicle c~uipm~nt nnd 

other property wore arrived at as a result of independent appraisals." 

A1 though the proposed purchase prices exceed tho bool'\: vtl.lu0 or tho 

properties as carried in General's ~cco~~ts, the general manager ,of 

PacifiC reg~rds the prices as reasonable based upon the appraisals 

and his experience in the ac~uisition of property and eqUipment used 

in hiShw~.y transport~tion opcra.'~~.ons. 
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It is st~tod th~,t Gene rill 's il1come is more thnn sufficient 

to enable P~cif1c to pay the proposed indebtcd~ess. An e~1ibit of 

record purporting to disclose the r1nnnci~1 results of Goner~l's 

operations indicates ~n avor~gc ~nnual net income before Fcder~ 

income taxes of $32,808 duri~g the period from 1940 to 19~i'7, inclu­

sive. T11e net income before income 'taxes for tho first ~.l:r of 1948 

is reported ~s $31,666. Tho pr-.yments to "oe m.:-.de upon the proposed 

promissory notes will ~pproximt\tc $26,650 per yo~r, plus interest. 

A consolidated b~lance shoet of P~cific, Pacific Freight 

Lines Express ~nd,Pacific Taruc Lines, affiliated comp~nics, ~s of 

June 30, 1948, w~s receiyed in evidence. Tho figures nre summarized 

in the following tnbulntion: 

Assets 

Current assets 
Tangible property 
Intangible property 
Invcstmentsnnd o.dvnnces 
Prep~yments ~nd deferred ch~.rges 

TOTAL 

Liabilities 

Current li~bilitics 
Long-term oblig~tionz 
Reserves 
Deferred credits 
Capital stock 
Co.pi tal surplu.s 
Et'.rncd surplus 

TOTAL 

~ 582,871 
2,607,729 

22,702 
33,lfOO 

130,10'­
$3,376,807 

$ 808,694 
5'74,915' 
112,521 
155,500 
640,900 
415,845 __ 968,433 

$'3,376,807 

According to ~nother exhibit of record, the consolidated 

income of the s~e 3 c~rriers for the first half ot 1948 disc1os~s 

the following: Operating revenues, $3,022,213 1 operating expenses, 

$2,966,409; net opcr~ting income $55,804; ~nd not income before 

Federal income t~cs; $63,257. 
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P~cific, its genernl manager testified, now serves numerous 

points north of Fresno through ~n interchnngo arrangement with Vnlley 

Motor Lines, Inc., ::,.nd V~.11ey Express Co., o.t Fresno. It'1's t1.sscrted 

t~t a substantial daily movement of northbound traffic is transport­

ed under this ~.rr~ngemcnt, but as r!. result of the acquisition by 

V~lley Motor Lines, Inc., of the operative rights of Reader Truck 

Lines (authorized by Decision No. 41237, datGd Febru~ry 17, 1948, in 

ApplicC'.tlon No. 28864), the volume of southbol.U'ld trrtffic origirk"l,ting 

north of Fresno in ''Ihich PaCific now partic1pates is ouch lighter. 

?ncific cl~ims th~t it is, therefore, roquired to move considerable 

empty equipment southbound and thnt its. revenues ~ve been reduced. 

An exhibit indic~tes th~t during 3 selected weeks prior 

to the tr~sfe~ of the Rc~dcr opernt1ve rights from 42 to 53 POI' 

cent of the semiMtrailers transporting northbound traf~ic beyond 

Fresno i'lerc. used in hauling southbound traffic which or1gin~tcd north 

of th1.'.t pOint, ivherons during the 3 weeks commencing M..1.rch 15, 1948',. 

less t~ 12 per cent of the northbound semi-trailers wore used in 

tr~nsporting southbound trcffic. It appc~rs th~t the volume of" 

tr~fticto pOints north of Fresno is about the s~c as prior to the 

transfer of the RCf.\dor rights, being approxim~.tely 765 tons "vlcekly. 

On tho other h~nd, the tr~fric fro~ points north of Fresno during 

the periods cited before the tr~nsfer r~nged from 240 to 350 tons 

a weck o.s contr~.sted wi th fro~ 39 to 74 tons weekly subsequent there-

to. 

Tho t.cquisi tion of' Gene!'2.1, s oper~.tivc rights and physical 

properties is, desired by PacifiC as a me:;.ns of recouping southbound 

trnffic it formerly enjoyed ~nd to restore the bal~ncc of north and. 

southbound movements which previously eXisted. P~cific'S general 
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mc.nagcr ~.lso declared the. t if the proposed ,lrr~.ngcment is consu,tllID.t\ ted 

~.n i:nprovcd service would be renderod ;Crom pOints served by Pacific 

to the territory north of Fresno by climinnting delays which occur 

~"hcn diffcrGnt c~.rricrs :p~rticipr'.te in the trensportetion. It is 

proposed to continue the operntions presently conductad by Gcnor~l. 

\'il'lilc Pacific now owns 0. terminal at Fresno, its present 

facilities are claimed to be inadequate to taxe care of General's 

equipment. The real property to be acquired from Cencral will, 

therefore, be used by P~cific for the time being. Pacific's witness 

anticip~tes that ultimntely it will be necessary to obtain a larger 

terminal and dispose of both the present one and that now used by 

General. It was testified that, from an operating standpOint, 

General's trucking equipment is necessary in conducting the proposed 

operations. Some of this equip~ent 1s said to be of ~ type which 

can be used interchangeably with Pacific's present eqUipment. It is 

~epresented that such of it as cannot be so utilized will be used 

in maintaining General's present operations. An undisclosed, but 

apparently small, number of tanl~ trucl~s is also included i.11 General's 

fleet. Pacific ~t~.tcs thllt tl'l.is equipment '\I,ill be placed in the 

~ervice of its affiliat~, Pacific T~nk tines. 

Lillie Transporto.tion Company and Western Trucl~ Lines, 

highwas carriers .... 'hlch, among a number of others,' are applicants for 

certificates of public convenience and necessity authorizing opera­

t10ns between points in southern and northern Californ1a -- protested 

the granting of the applicat10n. On brief, the first-named protes­

tant contends that, in the absence of a showing of public convenience 

and neceSSity, Pac1fic should not be permitted to establish a through 

service bet\.:een Los Angeles and Stocl~ton, unless and until protestant 
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is granted the same right. It is, therefore, urged that in view of 

the other pending proceedings -- in v/hich Pacific is also an'appli­

cant -- an order authorizing the lease and transfer should not be 

made at this time. Other contentions advar.ced in opposition to the 

granting of the application are that General h~.s not performed any 

service as a common carrier under its certificate and the record is 

inadcqu~te to show the reasonableness of the proposed considerations. 

The question presented for decision in this proceeding is 

,·;hether the proposed lease and transfer will be injurious to the 

~ights of tho public (ae-Eo, Cdlif. Frcizht tines, 42 C.R.C. 41, 44, 

citing Tio,nJ.on vs. Eshleman, 169 Cal. 200, 203), rather than whether 

public convGnience and necessity'require the establishment or a new 

operation. To impose a rostriction prohibiting Pacific from operat­

ing a through service ,.,ould, -in our opinion, be contrary to the policy 

adopted by the Leg1sl~turc in enacting the following clause in Sec- ' 

tion 50-3/4 (c) of the Public Utilities Act: 

"Anyone highway COlll.'non carrier may cstc.blish thro'Uzh 
route~ n~d joint rates, charges, and classifications 
between any and all pOlnts served by such h1ghw~.y common 
carrier under any and all certificates or operative 
rights i:;sucd to or possessed 'by such h1gh,.,ay common 
carrier." 

A contention thnt action in a trunsfer proceeding should 

be deferred until the pending certificate proceedings are disposed of 

was rejected in the £Le~~_r Case, suprn. The record docs not support 
. 

the allegation that General has not or is not conducting opera.tions 

pursuant to the certific~to granted to it; nor docs it appo~r that 

the proposed rentcl end purchase prices arc unreasonable. 

In view of all of the facts of record in this proceeding, 

the COmmission is of the opinion and finds that the p\tblic interest 
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"roUld not be adversely ~ffectod by the a:9proval of the lC<lsC of the 

operative right, with which we arc here concerned, and of the pro­

posed transfer of operative property. 

Ho,,,cvor, tho action taken herein shall not 'be construed 

to be a finding of the value of the properties herein authorized to 

be transferred. Should P~cific elect to exercise its option to 

purchase General's opero.tive right, applicant! should join in a 

supplemental application seeking authority to consummate the purchase 

~nd sale thereof. 

\'[0 further find, upon the record in this proceeding, that 

the property to be proc,~ed and paid for by PaCific through the 

issue of prom1s~ory notes, as proposed, is rc~sonably required by 

it for the pur~osos herein stoted. 

The application will, accordingly, be er~ntcd. 

App:l.1c,') tion as a cove enti tlcd having been filed, a public 

he~ring having been held thereon and, based upon the evidence adduced 

and the conclusions and findings sot forth in the preceding opinion, 

IT IS OnDERED: 

(1) That E. O. Hurlbert and V. G. Keyes, copartners, are 

hElreby authorized, on or before January 31, 1949, to lot to Pacif1·c 

Freight Lincz, a corporation, and th~ latter is hereby authorized to 

acquire, ~s lessee with o~1onto purchase for a term of 7 years, the 

cc.rtifica t\:: of public convcni~mC0 and necessity granted to E. O. 

Hurlbert and V. G. ~Ccycs by DeCision No. l.j.O~85, in Application No. 

24202, all in accordance with the terms of the lease and option 

... 9 -



agreement on file in this application f.l.S Exhibit IIA". 

(2) That E. O. Hurlbert and v~ G. Kcyo~, copartners, ~re 

hereby ~uthorized, on or before January 31, 1949, to sell and trans­

fer, and P~.cific Freight Lines, Co corporation, is hereby authorized 

to purchase and ncqu1rc, tho ro~l property, ~utomotivc equipment and 

other personal property, to ,,,hicl'l reference is made in this decision. 

Such sale and transfer shc.11 be subject to the terms and conditions 

set forth in a purchase contract executed by the parties on August 

30, 1948, ~. copy of which appears E'.S Exhibit nEil attached to the 

~pplica.tion on file herein. 

(3) Th~t Pacific Freight Lines, a corporation, is hereby 

authorized, on or before January 31, 1949, to issue 28 negotiable ' 

promissory notes p~yab10 to E. O. Hurlbert and V. G~ Keyes, copart­

ners, each in the principal :um of $6,663:40, with interest at the 

rate of 5 per cent per annum, for the purpose of acquiring tho real 

property, automotive eqUipment ~nd oth~r personal property, to which 

reference is m~de in paragraph (2) of this order, the first of said 

notes to becooe due January'l, 1949, one each of the succeeding 26· 

notes to become due on the first day of the first month of eaCh 

QU~.l'tel'-ye~l' i'o11o",ing J anu~ry 1, 1949, and the las t, or twenty­

eighth, note to becooc due October l, 1955; provided that in the 

ovont tho t~an~~etions hore invo2vod, ine2uding the acquisition' by 

Pncific Freight Lines or interstato opcr~ting authority, nre not 

approved by the Int·:;rstatc Commerce Commission until after Ja.nuary 1, 

19lr9, the :('ir:::t 0:(' said notes shnll become due J~nuo.ry 1, 19,0, one 

each of the succeeding 26 notes shall become due on the first day of 
. .. 

the first month of each quarter-year following January 1, 1950, and 

the 1~st, or twenty-eighth, note shall become due October 1, 19;6. 

- 10 -



'e 
B :,AH A.' No. 29657 

(4) That Pacific Freight tines, a corporation, is hereby 
, " 

authorized to e~ecute, to secure the payment of the promissory notes 

nuthorizcd in pe.ro.zr~,ph (3) of this order, a deed of trust and 

chattel mortg~ge or chattel mortgages subst~nt1ally in the same form 

.!tS tho torm or deed of trust ~d' chattel mortg~.ge tiled in this 

proceeding ~s 0. p~rt of Exhibit No.6. 

(5) That the authority herein granted is subject to tho 

follo,{1ng conditions: 

tive 

(a) The ~uthority herein granted to issue notes will 
become effective when Pacific Freight tines has 
paid the foc prescribed by Section 57 of the Public 
Utilities Act, which foc is $187. 

(b) Vii thin 30 days O.ftcr the execution of the leas.e 
and purchase contr~ct herein authorized, P~c1fic 
Freight Lines shall file a. copy thereof and of any 
deed of tru$t or chD.ttel mortgages executed pur-
suant thereto. ' 

(c) Applicant shall comply with the provisions of. 
General Order No. 80 and P~rt IV of General Order 
No. 93-A, by filing, in triplicate, and concurrently 
m~king effective, CI.ppropriate t~.riffs and time 
tables on not loss thnn 5 days' notice to the 
Commission and the public. 

Except as herein othorwise expressly provided, the cffec-

d~te of this ordcr.sh~ll be 20 days from the date hereof. 

Dated at ~G0tY ~~!.41&~' Cali:f'orni~, this 0~ 
day of_..;;1;~~~..;:;..:;.:::;;:;:;;.::;~~-' _,1948 . 
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