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, SllOD 
Deci::ion No. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the matter of the application of 
MALCO TRANSPORTATION COMPANY, 
a California corporation, 

and 

L. P. EELES, an individual 
doing business as Maleo Trans
portation ···Compa..YlY, 

f'or permission to issue stock; to 
issue a $54,152.39 note; and for 
transfer of pezmi ts. 

---------------- .... _--

) 

· ) 

· · ) 
· · ) 
· · ) 

· ) 

Fr~k ~ Love. tor applicants. 

Application 
No. 36627 

This is an application for nIl order 0 f the Commission ClUthor

iz:5.ng L. F. Eeles, ~ individu.ll doing rusincss as Malco Tr~sporta

tion Company, to transfer operative rights :.no. equipment to Malco 

Transportation Company, a corpor~tion, ~d authorizing the corporation 

to issue a note in the principal ~ount of $54,152.39 ~d 2,000 shares 

of stock, 'ior.i. thout par value, at s price 0 f $10 a sh::.re. 

A public hearing w~s held before Ex~~iner Colemzn in Los 

Angeles on J~uary 27, 1955, at which time the matter was taken under 

submission. Tho Co~~ssion has received no protests irl the proceed-

ing. 

For some years applic~t Eeles has been engaged in the 

opcro.tion of tanlc trucks for the transportation of petroleum products 

in bulk generally throughout the state. He h\ls reported his revenues 

~d expenses for 1952 and 1953 as follows: 
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,Operating revenues 
Less -

Operation ~d mninten~cc 
Doprecia t10n 
Operating ta:,,=es 
Operating rents 

TotD.l expenses 
Net carrier operatL~g income 
Other income 
Income deeuct10ns 
Net income 

l2~2 
$159,034 

102" 871 
12,55l 
11,177 

2 1 1QO 
J.28's622 
.20):2:2~' 
4,2].9 
r~~ 

i ~~a 61~ 

12~2 
$143,753 

103.,371 
l3,941 
10,,302 

2' ~~o l~i:~ 
J.'I Q.l9 

41.200. 
(~lS) 

§ ~ 7170~ 

The testimony shows th~t during 1954 the operating revenues 

ha.c. continued at approxim~telY the 1953 level and that the net income 

for the 11 months enc.ed November .30" 1954" was $15" 567. 

Applic3Ilt Eeles t investr.:Lent in o.sscts and his outstMding 

liabilities as of Noven:.bcr 30" 1954" are set fort."l in Exhibit C filed 

in this proceeding. A sunm,2.ry of the sa.-ne is ~s follows: 

Assets 

T~gible assets, less depreciation 
Current assets -

Cash 
Accoun:cs receivable 
Inventories 
Prcp~e. exp Enses 

Total current assets 
Totcl 

Liabibities ~nd Capi~ol 

Current liabilities 
Net worth -

Capital, J::nuary 1" 1954 
?rofit--l1 months 
Capital w1thdraw.n 

Totru. net worth. 
Tot<l1 

$2.3,64.3.67 
11,962.26 

2.,18'2.10 
3.456.40 

$91,072.89 
15,567.01 

(20.365.26) 

$54,152.39 

/tl,244.43 
.§95,396• 82 

$ 9,122.18 

86.274.64 
£95.,296. S2 

The properties of applicant Eoles include certificates of 

public convenience and necessity acquired by him pursu~t to authcr

ization gr~~ted by Decision No. 42623, dated MarCh 15, 1949, Decision 

No. 43049, eated June 28" 1949, Decision No. 44557, dated July 18, 

1950, nnd Decision No. 44597, dated August 1, 1950, together With 10 

trucks and. trailers, a pick-up trlck, office furni ture, ~d miscella

neous e.quiprn.en t. The 054,7152. 39 .'lppe~ring in the bcl.~ce sheet 
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represents the origL~al cost of the t~gible assets less the eepre

cia tion reservc. 

It appears that applic~t Eeles has concluded it is to his 

ac.v::mtugc to conc!uct his operations by tlearlS of a corporate form of 

organization. AccordL~gly) he has caused the incorporation of Malco 

Transportation Company, a corporation, and he proposes to transfer to 

it his operative rights and his tangible ~ssets, free and clear of 

inc.cbteeness, together 'With $20,000 in cash. He mll retain the other 

current assets and ~ll p~y the current liabilities referred to in the 

precoding bolance Sheet. 

It is intended that the new corporation Will iSSUE: to 

upplicont Eeles 1 ts promissory note in the principal 8..'Uount of 

$54,152 • .39 in pa~ent for the properties to be transferred by him, nnd 

will sell to him 2,000 shnres of COrm:lon stock" at $10 a share, to pro

vide itself with $20,000 of working capital. The note will be un

secured ~d will be payable on or before ~~ree years after date of 

issue with interest at the rate 0 f 5% per annUr.l. 

The testimony shows tho.t the equipment now operated by 

~ppliccnt Eeles has been adequ<lte to meet demands for service, tb.at 

0.11 of such equipment will be trmsfcrred to the corporation ond 'Will 

be continuee in use. It appe~rs that there will be no change in the 

opcro.ting person.~cl or in the rD.tes and service to the public as a 

rcsul t of the proposed transfer. It is true th.:l"t t.."'e new corpor~tion, 

ilt the outset, 'Will have outstanding ~otes 0 f approximo.tely $54,000." 

o.s contras'C~ with eq,u.ity invesbcnt of ~20,000, but it is cloar t..i.at 

upon the basis of the past 0 pcrc.tions the new corporation should be 

~bl~ to r~du~~ th~ ~~incinll amount of the note Wi thin a reaBon~Dly 
short time. Uneer the c~r~st~ccs set ~orth ~ th~s proce~g we 

~re o£ the opinion~ ~d so find~ thnt the proposed transfer ~ll not 

be ~~verse to the public interest. 
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In making this order we wish to plac.a applic.;mts on notice:" 

that oper~tive rights~ as such, do not con~titute a class of property' 

which m~y be capitalized OT used as an element of value in r~te fixing' 

for cn.y amount of :noncy in excess of that orig1nru.ly paid to the st.;lte 

ns the consideration for the grant of such rights. Aside from their 

purely permissive aspect, they extend. to the holder ~ full or partial 

monopoly of a class of business over a particular route. This monop

oly feature may be ch.mged or destroyed ~t mlY time by the state" 

which is not in a.."1.y res~ect 1j"1r5 ted '3S to the number elf rights which 

muy be given. 

The action taken herein shall not be construed to be a find

ing of the value of the rights and. ~:ropertics herein authoriz€..oC. to be 

tr.msferred.. 

A public he~ring ho.ving been held on the above entitled 

m.:l.tter, and. the Coll'lr.ission h<lving cl::msideree. the eVidence and being of 

the opinion that the application sn()uld be gr:mted, as herein proVidoc, 

that the money, property or lo.bor to be procured.:> r paid for by the 

issue of the note .me the shares of s'cock herein authorized is reason

~blY requi:ed by ~pp11c~"1.t corporation for the purposes specified 

horc:i.n" end that such purposes are not, in whole or in part" reo.son

nbly ch~1.rgeo.ble to operating expenses or to income; therefore, 

IT IS HEF.EBY ORDERED o.s follows: 

1. L. P. Ee1es" doing business ~s Mnlco Transportation 

Comp~~y" may tr~sfcr to Maleo Tr~sport~t1on Co~p~y~ a corporation" 

free ond clear 0 f .lll indebtedne:>s, his highw<lY common carrier and 

petroleum irregular route cc.·rrier operative rigl':.ts, together 'With his 

eqUipment, under the ter.ms set forth in this applic~tion. 

2. Mcl co Trans:"ort~tion Compcmy, a corporation, in puyment 

for theproperticz heroin ~uthorized to be transferred" may ;issue ;its 
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promis~;o}'Y note in the principal omount o! notexceed1ng ~54,152 .. 39 ;mt!" 
. ~ I l 

for ,.~e ;purpose of providing working capi tru., may 1ssue and sell not 

exceeding 2,000 shares o! its common stock at $10 ~ shere .. 

3. Malco Transportation Company, a corporation, shall file 

wi th the Commission mon tbly reports e.s required by General Order No. 

24-A, which order, insofar as applic~b1e, is made a p~rt of this o~er • .. 
.4. On not less th:m five eays' notice to the Commission :me. 

to the pub~ic, appliccnts shall supplement or reissue the tariffs on 

file with the Comcdssion nruning r~tes, rules ~d regulations governing 

the common carrier oper~tions here involved to show th.~t L. P. Eeles, 

doing rosiness as Malco Tra."'l.sportction Company, has withdrawn or 

c~celed and Malco Tr~sportation Comp~y, a corporation, has adopted 

or established, as its ow.n, said rates, rules :me regulations. The 

ta.riff filings ma.Ce pursucmt to this order shall comply in all respect::; 

wi th the regulations governing the construction .me. filing of tariffs 

set forth in the Cocrlssion's General Order No. 80. 

5. The au thori ty herein gr::m ted will 'become effect1 va when 

M.:llco Tr.:msportntion Compc."'l.Y, a co%'pO~t1al, has paid the fce prescr10ce 

by Section 1904(0) of the Public Utilities CoecJlwhich 

Dated o.t 

FobrJ.;;'ry, 1955. 

~ PU3~:C ti-:-!!..i!:!::S c(t;'~~I!iSS!G~[·j 
~ 1.~F,'.\;'. 0:- ~A!"'J:'J~'C\:!A . ....---.:. .. .".... . ----, ... _--.,. 
II l +. • ...... I "', ~ 

;: : '/ 
4! • Coznm1ssioners 
:\ I \ 


