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, 'DeciS1on No'. -46401 
, , ' I '" , ' , ., . .', f ,", ,', 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF'CALIFOmrIA ,.~. 
I, , 

I .,' ! , 

In the Matter of' the Application 

of 
. , 

CATALINA ISLAND STEAMSHIP LINE, 
::;. eo rpora tion, 

:Cor ::m,"Order approv:1.xlg .:l. Distri
bution of Reducti0I?- ,Surplus .. 
",..-..-~-- ..... --- ...... ------~ 

) 
· · ) 
· · ) 
· · ) 
· ) 
· · 

o 'P I N ION ----- ..... ---

,. , 

1>' , Applica.tion 
No. 3282l 

Catalina Is1a.."'ld Stootlship Line, c.pplicant herein, is a 
. 0' , 

C~lifor.ni~ corporation, f'or.merly know.n os Wilmington Tr~sport~tion 
"' . .,. 

Comp:ny, 'Which ",:.s orgmlized in 1884 and 'Which is,, .:ll'ld for1'llony ye3rs 

ho.s been" engaged in oper.::.ting vessels 'bot"..reen Los '.Angeles Ibrbor ~d 
, , 

C~t~l1nc Isl~d. :n this ~pp1ic~tion it seeks ~ order cppro~J1ng its 

eistl"ib'..ltion ~ 1948 of $394,313.87 or its reduction 'surplus. 
' .. : 

Prior to 1934" apl'licDIlthad issued md 'o~t~t.::nd1:le J 

~2~OOO,OOO p~r v~ue of' common :tock diVided 'into 20,000 shares of. 

t:"le pOor volue of $100 ec.cb..' During 1934". 'U.."".l.dcr nuthonty :gr~ted 'by 

Decision No. 27188" dated J~e 30, 1934, in Application 'No'~ 19501, 
. '" , .', . , " " 

it iS5uec $1,000,000 ~ar v~ue of common stock, divided into 20,000 

sho,rcs of the p~r value of $50 eo,ch, in exChange for the 20,000 

shares of the par v~uc of $100 then outst~d.ing, thereby crc.!!t1ng a 
. . 

reduction su~plus of $l,OOO,OOO. 
, . . 

The order of the Commission c.ut."'or-

izing the issue of the shares of stock conto.ined the .follow~g 

proViso: 

"ThOot the ,s,uthori ty to issue, :3.!!id stock 'Will not becomc 
effcctivc1.mtil vlilr.l.1ngton !ronsportation Compa.."'ly, has filed m.th 
the COmmission,in form satisfactory to. thc Comm.1ssion, a 
stipulation duly executed 'by its Boc.rd of Directors vnerein end 
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wnere'by it agrees thc.t it "'.dll not, 'Wi thout th~ consent of tho 
R~ilro~d COmmission, decl~re' ~ dividend, the ~ount or Which'is 
in excess or 1 ts cc.r:ncd surplus nnd th~t for the purposc of de
cl~ring s~id dividend, the surplus created by the reduction of 
s~d c~pital stock ~ll not be considered 'by ~~1d Wilmington 
~r~sportation COtlpc.ny 0.5 ce.rned surplus. tl . 

!hereaftor, the stipulation ~~s filed by the comp~y end 

was approved by the Co~ssion by Decision No. 27247, dated J'Jly 30, 

1934. Applic~t filed its Certificate of Distribution of Reduction 

Su....rylus vlth the Sc.zreto.:ry of State, Cos required by Section 190$ of' 
,. 

the Corpor~tions Codcw 

App11cont T Z outstcnding sllo.rcs of common stock ~re, ~d for 

m::l."'lY yc:;:.rs h:lvC been, held by Sento. Cc.t:!linc. Island Compcny. Prior 

to the close of 1948 o.pplicc.."'lt in turn o'Wl"led 12,324-2/3 she.res of the 

stock of Santa Co.t~in~ Isl~d Company, which it carried on its books 
, 

in tho runount 'Of $616,233.33, the subsidiary thus o'Wning n. suostcn

tio.l block 0 r the stock of t..."l.c parent. The: present applic~t1on shows 

th~t ~pp1iczntts bocrd of directors ~n Novemoer 22, 194$, in order to 

cl~rify and simplify ~~e intcrcorpor~te relationship, zuthorizcd tho 

distribution to its stoc?~older of said 12,324-2/3 $h~rcs ~s a 

d.i vidend, the pay:llal t being c.'1.o.rged on its books to earned surplus 1n 

the ~ount of $221,919.46 end to the reduction zurplusin the ::mount 

of 0394,313.87. 

!he cf!ect of this tr~so.ction ~s to cXh~ust the bnlance 

i.."'l the earned surplus ZLCCOunt ~t th~t time ::nd to dccreo.sc tAo 

reduction surplus from $1,000,000 to $605,636.13. Applic~t did not 

obtain the consent of the Commis~ion to dccrc~s0 itz reduction 

sur,plus ~ccount, as provided by the terms of its st1pul~tion. It 

asserts, however, th~t its failure to do so was through inadvertence, 

ond in mi tigo.tion of the violation or the sti:pul<ltion 1 t st~tes th~t 

the personnel 0 fits boerd o:f directors, 'With two exceptions, 'W:lS 
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tot.:llly different 1n 1948 tho.."'l. 1 t 'W'o.:; in 1,9:34 v;hen the stipulation 

W:lS made ana. th~t., W'i th one exception" o.ll 1 ts officers" cs well c.s 

its lcgc.l counsel" hed been chtllged du:1ng the intervening period.. 

Counsel for o.pplicml t reports tbct when the terms or the 

~tipul<ltion were called to his ~::::tcntion, considcra.tion w~s given to 

ho.ving the bo~rd of directors rescind or rcpetll its 1948 :::.ction. He 

reports" ho'W'ever, th:::.t:in his opinion there is no authority in the 

Corpor:::.tions Code which vt.i..ll peru t sucil c.ction.. Accordingly, the 

~res~t o.pp1icati~n for approval of the transa.ction h~s been filed 

'With the Coramis sion. 

In considering this m:ltter,) rererence is mc.de to <.r.ppliCD.nt 1 s 

fi.."'l.oncial condition. Its b~:mcc shoet :::'3 of' Docet:l"oer 31,·1950" show!>· 

its ~ss~ts ~d li:::.b1lities ~d net worth ~s follows: 

Assets 

CUrrent a.sscts -
Cash r:.nd dcpo·si ts 
M:::.rketa.ble securities 
Accounts recciva.ble~nct 
MatcriD.l ;md supplies. '. 

. Total current assets 
Spcc1~ depOSits 
Property and equipmcnt.
Tot~ 
Lcss-d.epreci:::.tion reserves 

Net property :nd o~uipmcnt 
Deferred i tcms ' . . 

$ 499.,700 
459,16S 

3l,,056 
55! 588 

2;,749,,123 
2,236,208 

. -

5l2',,315 
71,31* 

Toto.l , %1,7 Q.7. 312, ":'';.' 

LiObi6itics .~e N@t Worth 

Current liabilities--
Due c.:f':f'i1iatod comp~1es 
Accounts :p~Y:lblc. 
Accrued li~bilit1es 

Tot:l currant 11~bilitiez 
Insur~ce reserves 
Net worth -

Ce.p1t~ stock 
Reduction surplus 
Uncc.rncd surplus 
Earned surplus 

Totol net worth 
Tot\ll 

-3 . 

$ 75,,$80 
81,480 
7.7)1 

l"OOO,OOO 
605,,686· 

9,,085 
(42,423) 

$ l65,,091 
9,903 

I 

1,572.31,£ 
.... , 747 312 
~- ] 

., ;. 

, ..... !, I .• : .• 



Xhe pa.yment of the 1948 diVidend through the d.1stri bution 

of certificates did not deplete the co.sh 'balMccs of the company. , It . " " 

is noted from the forego1ng bo.l~cc sheet that applicant had no out- . 

st:mding l."lde'bt~ess other than current l1a'bili ties, :lnd tho.t 1 t :;ad. 

~rent <lsscts ~d special deposits well in excess of any o'b11g~tions 

shown by its reports" The large balances in its cash ~d nw.rket.'lblc , 

securities accounts ho.ve been o.ccumulo.tee over 0. pe:iod of years, and, 

from ~ onalys1s of o.ppliccnt' s ~u21 repor'::s, c.pparcntly· represent. 

deprecio.tion accrun1s. 

The debit bal~ce of $42,45.3 shown in o.pp11c~tts earned 

surpluz ~ccount Q.S of the close of 1950 resulted from a decre~se in 

revenues experienced during 1950 and from Co zubst.mtial increase in" 

expenses. For the yec.r1949, a~plic~t reported wc.ter-line oper~t1ne 

revenues of $1,$63,679 end expen~cs, exclusive ~f taxes, of 

$1,753,502, as compared ~th 1950 revenues ot $1,79l,156~d ¢xpcnses 

of $1,927,09.3. Its operating experience during the ye~r 1950 resul. ted 

in redUCing its cc,mcd surplus account from a credit 'balc.nce ot 

$89,643 at the beginning of the yc~r to ~c deficit as st~tcd ~t the 

close ot the year. On this point 'it should be noted th~t the Com

~szion, by DeciSion No. 458$5, d~ted June 26, 1951, ~utho:r1zcd 

applicc.nt to p1o.ce in effect increased p~sscngcr fares e"stm~ted 'by 

o.ppli c~ t to increase its op,cro. ting revenues by $10,5,000. ' 

Upon a full review' of this matter, it does not appe~r thzt 

the 1948 distribution of reduction surplus adversely ~!fectcd appli

cant' s scrvi~e to the public or impaired i ts f1n~cial pos1 t1on. 

Accordingly, on order will 'be cntcr~d in this l:l:ltter. 
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o R D E R' .. : ---- . ....., 

Dlc C.otmlission haVing considered. the :lbovc' entitled matter' . 

m1d 'being of t."le opinion that a public hCClring thereon is not ncces- . 

so.ry; therefore, 

IT IS HEREBY ORDERED .. th~t the di·stri bution of reduction 

surplus by Catalina Island. St.eamship Lin~ :''.ll 1945 in the D.r!lount or . ,. 
$394,,313.87. hereby is o.pproved: by. the Commission. 

\ . 
IT IS HEF.EBY FO'lmt'eR·,OBDEF.E:D thc.t this order 'Will 'become 

effective twenty (20) dc.ys after the date heroof. 

zit; 
D::.tcd c.t Son Fr::m.cisco" Californio., tbj.s 13- do.y of ' 

Nov CI:lb cr, 1951. 

CoI:till1 s s1oncrs" '. .: 
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