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o
ORIGIRAL

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Lo ICNTNON
Decision No. LOUSE

In the Matter of the Application of:

PUBLIC FREIGHT SYSTEM, a California
corporation, for authority to issue
a share dividend to its shareholders,
and for authority to issue shares of
its common capital stock to certain
of its creditors in exchange for
cancellation of indebtedness pursuant °
to Article 5, Sections 816 to 230,
inclusive, of the Public Utilities
Coce of the State of Califomis.

Application
No. 33953

LN AN ST I BN S TR NS I g T I g

In this procecding the Commission is asked to make an
order authorizing Public Freight System, a corporation, to issue

shares of common stock inm the amounts and for the purposes herein-
after set forth.

‘Applicant is engaged in business as a highwey common
carrier of property generally between Los Angeles and Los Angeles
Harbor areas and between the Los Angeles Metropolitan Area znd
Fontana, serving intermediate points. Under authorization granted
by the Interstate Commerce Commission on March 6, 1952, it acduired
the operative rights and properties of Southland Transportatién CQ.,
a corporation engaged in interstate or forelgn commerce overl
irregular routes between points in California within 25 miles of
and including Huntington Park, for the sum of $30,000 of which
$14,000 presently remains unpaid. In Exhibit A applieont presents
a statement of its assets, liabilities and net worth 25 of

Octoder 31, 1952. A summary of the same is as follows.
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Assets

Current assets '
Property-net of depreciatie
Intangible property

Other investments

Deferred debdlts

Total

Lisbilities ¢ Net Worth

Current liabilities
Equipment obligations
Other long-term obligations -
To J. Nelson Kegarise
To Southland Transportation Co.
Reserve for loss and damage claims
Total liabilities
Net worth -~
Common. stock
Tarmed surplus -
Prlor To Jan. 1, 1952
Loss in 1952
Total surplus
Total net worth

t

Total

$ 50,697.95
101,205.51
£,860.26

3, 600.00

2 : y

-

7.0

§ 37,949.44
50,117. 71

$ 7,000.00

15, 50000 22,500.00

_1.530.00
111,597.15

22,700.00
0,679.49
éeiezg.aa)
56,750.00
£168,347.15

Since the date of the balance sheet the outstanding

indebtedness in favor of Southland Iransportetion Co. hes been

reduced by additional peyments to the present belanece of $1 4,000.

The outstanding stock consists of 454 shares of the par

value of $50 each, which are reported held by the following

individuals:

J. Nelson Kagarise
Clarence W. Wolfe

Robert P. Chicoine
Bermard C. Brennan

332 shares
56 "
56 n
10 i

Applicant now seeks authorization to issuc at par 1,101

shares of stock for the following purposes:

As 2 stock dividend
In payment of debts -

J. Nelson Kagarise 140
Southland Transportation Co. 280

Totals

-2

681 shares $34,050 par value

ft '7 OOO 1t n
1 l g 7 OQO " ”

2210k shares $55,080 par velue
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The balance sheet indicates that the presently outstand-
ing shares have 2 book value of $L25 each. It is applicant's
desire, through o distribution of 21l of its surplus, to reduce
the book value to $50 and thercafter to permit the payees of the
two items of indebtedness to acquire the additional shares of stock
on the seme basis, to wit, $50 a share. In support of its request
it represents thot its eamed surplus is invested in property and
equipment necessary in its operation, and that the issue of the
shares of stock 2s a dividend, as here proposed, will permonently
cepitalize the amounts thus invested and will preclude for the

future any diversion of these funds a5 cash dividends.

A review of applicant's financlal reports filed with

the Commission shows that since 1ts organization in 1945 and up

to and including the year 1951 it has conducted its operations at
a profit; that 1t has paid dividends in only two of these years,
and that at the close of 1951 it had an accumulated and undistrib-
‘uted surplus of $40,679.49. The financial statement filed in this
‘Proceeding, however, shows that during the ten months ended
Octovor 3L, 1952, it suffered a loss from its operations in the
amount of $6,629.49 and that the proposed issue of shares of stock

as 2 dividend will climinate its surplus account entirely.

Applicent has suggested that if the Commission does not

look with favor on the payment of the stock divicdend that it
authorize it, as an alternative, to Lssue its shares of stoek in
payment for the two items of indebtedness on the basis of $125 2
share. Such an action, of course, will not result in dilution of
the investment of the present equity owners and will call for the
issue of 56 shares of stock in satisfaction of the $7,000 indebted-

ness in favor of J. Nelson Kagarise and the Lssue of 112 shares
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against the amounts owing to Southland Iransportation Co.

Upon reviewing this matter we are of +the opinion that it
is not desiradble for applicant to eliminate the surplus account in
its entirety, as proposed by it. However, the issue of Shares of
Stock in payment of outstanding indebtedness will imprové appli-
cantl!s financial position and we will enter an order in this
proceeding approving the alternzte proposal suggested by applicant,
thet is; the issue of additional shares at $125 each in satisfaction
of amounts oved by it. Such an action, however, should not be

construed to be a finding by the Commission of the velue: of appli-

cant’s properties or stock.

QRDER

The Commission having considered the above entitled matter,
and being of the opinion that a public hearing is not necessary;
that the application should be granted, as heréin provided; that
the money, property or labor to be procured or paid for by the issue
of the shares of stock herein authorized is reasonably required by
applicant for the purpose specified herein; and that such purpose
15 not, in vhole or in part, reasonably chargeadle to operating

ekpenses or to income; therefore,
IT IS HEREBY ORDERED as follows:

1. Public Freight System, on and after the date hereof
and on or before March 31, 1953, may issue not cxeceding 168 shares

of common stock at $125 a2 share, in cancellation of outstanding

indebltecness in the amount of $21,000, as set forth in this zpplica-
tion. ( '
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2. Public Freight System shall file with the Commission
monthly reports as required by General Order No. 24-a, which order,

incofar as applicadble, is made a part of this orxder.:

3. The authorlty herein granted will become effective
upon the date hereof.

bated at San Franelsco, California, “his ;ZQZ ""-‘—/ day of

December, 1952.
ﬂ President \
2 Grvic
‘ Ll S




