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-...,"'-~ . ~..c..·::t. ... Y' Decision No. ~ Olumlll 
B:E...f;'QRE THE PUBtIC UZILITIES COMMISSIO~r OF THE STATE OF CALIFO&''!IA 

In the Matter o~ the Application of: 

(A) L. A. (MIKE) SCRAGER, to sell, and 
of MIKE SCB.AGER., INC.;, to purchase, cer-. 
tif1cate of public convenience ~d neces­
si ty as a petroleum irregular route 
carrier and m~tor vehicle equipment and 
other property, pursuant to Sections $51-
S53 inclusive of the Public Utilities 
Code; 
(B) MIKE SCHAGER, INC., for authority 
to 1 ssue :md sell shares of i t~ common 
capi~ stock pursuant to Sections Sl6-
S30 inclusive of the Public Utilities 
Code. 
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Application 
No. 36898 

nus 1s an application for en order of the Comission 

au t:b.oriz1ng L. A. Sellager to transfer operative rights and proper­

ties to Mike Schager, Inc., a corporation, ~d authonzing said 
" . 

corporation to issue 1,000 share~ of common stoCk ~thout par 

value for the sum of ~30,OOO? and to incur long-term indebtedness. 

L. A. SChager is the owner of a certificate of public 

convenience and necessity granted by Decision No. 5095l, dated 

January 4, 1955, for the operation of a petroleum. irregular route 
. ~ . 

service in Califor.nia. T.ae application shows that applicant 

Schager presently is conducting substantial operations under his 

certificates and perm1 ts, that" because of new explorations and 

Applicant Sehager also O'WnS radial highway common carrier and 
city carrier permits. He will file separate applications for the 
transfer 0-: 1::b.ese .. 
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px"oOlction ActiVities in the Huntington Beach area substantiCi.l 

n~w demands have 'been made upon him for service, and that during 

the first t'Wo months of 19;; his net pro1"'it amoonted·to $40,464 but 

that his 1nvectment in aCCO'Ullts receivable has 1ncrea:ed to al:Ilost 

$60,000. Accor01ng to the application, L. A. Schager finds himself 

in a position 'Where a subsumt1aJ. amount of aCi.ditional 'Working 

capital is require(l. and he has concluded, instead., to 'Wi thd1'3wtrom 

the operations by transferring h1·s 'business to other 'interests. He 

has made arrangements to $~11 his certificate, together 'With his y 
operating equipment, to Mike Scha.ger, Inc. for the SlJm of $42.,000 

and, in addition, has entered into an agreement 'With Mike Sehager." 

Inc. to refrain from carrying on any business, or b.::.s:tn.esses, of the 

type and k.1nd proposed to 'be sold for a period 'or not exceeding 1.'1 ve 

years tor an additional consideration 01"' $~2,OCO. 

As to the agreed :payment of $42,000., the application shows 

that $10,062 'Will be paid within 30 days after the e!!"eet1ve date 

or any order or the Commission a~prov.Lng the transfer,. ~1,. 218 'Will 

be payable on or berore Deeanber l, 1955, and the remainder or 

$30., 720 'Will be payable in semi-tmnual installments of $3,. 840 'With 

interest at the rate of 6% per .a:rmum on deferred balances. Asto 

the $12,,000 agreement, $.3,l32 '".01111 1:>e p ~yablc in cash.,. $3:48 ~ll 'be 

payable on or before December 1, 1955, and the balance or :;.8,520 

'Will b.e payable in sem1-armual installments or $1,065· with. interest 

at the rate of 6% per annum on deferred 'balances. '!he total 

deferred balances 'Will ag~egate $40,806 and the semi-annual 

1nstall:m.ent pay.ments -....111 amount to $4,.905. 

The tangible property consists or 10 ur.dtsof motor vehicle 
equipment,. together 'With the invantory 0'£ parts,. otriee equipment 
and other miscellaneous property. 
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Mike Schager" Inc. has an authorized. eapi t31 stock of 

7,500 shares, all of which are 'Without par v-?lue. It appears that 

it was organized by those in co~trolo! Bay1 s Vacuum Xruck ~rv1ce" 

a corporation presently engaged in 1:usiness as a rad1al' highway 

common carner, a city carner, and a petroleum contract carrier, 

and that it proposes to sell to said corporation 1,,000 shares of 

its common stock, a.t and for the price ot $.30 a share, to obtain 

funds for distribution as follOws: 

To ~e in1 t1al payments on account of 
th.e purcb.ase p r1 ce or property 

For working eapi tal 

Total 

$1.3,194 
16,806 

$30,009 

!he transaction as proposed ~11 result in the establish­

ment of a substantial quantity of working cash 'Which should place 

the new corporation in a position to take care o~ additional demands 

for service. 'With the change in ownerShip" the bUs1ne::>s 'Will be 

conducted by persons 'Who, according to th~ application, have had 

long experience in the performance of transportation of the nature 

involved in this operation. From a review of the matter we are ot 

the opinion, and so find, that th.e transfer "Will not be adverse to. 

the public interest. 

Applicants are hereby placed on notice thatoperati ve 

rights" as such, do not constitute a class of property 'WhLeh may 'be 

capi tali zed 0 r' used as en element of value in rate fixing for any 

atlount of money in excess of th.at origin,ally paid to the state as 

tb.e consideration for the grant of such rights. Aside from their 

purely permissive aspect> they extend to the holder a full or 

partial monopoly of a class of 'bu.siness over a particular route. 

This monopoly i'eature may be ch3nged. or destroyed at any t:1me by the 
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st&te" 'Which is not 1n any respect 11m1 ted as to the nmnber of 

rights 'Which may be given. 

A pro :f'o:rma balance sheet of Mike Schagel",. Inc.,. giving 

effect to the transactions outlined in this application, is as 

1"0 110'W'5: 

Assets 

Current acsets -
Cash in bank 
Materials and zupp11es 

Total current assets 
Tangible property -

Revenue equipment 
Service eqUipment 

Total tangible· property 
Intangible pxoperty -

;~ranCh1se 
Other 1ntang1'b1e 'Property . 

Total intangible property 

Li.;;bilit1es 

Long-ter.m obligations 
Coaon capital stoCk 

Total 

Total 

$16.1 806•00 
3.500,00 

34,500.00 
2,740 .. 00. 

1;260 •. 00 
1.2,000,00 

$20.1 306•00 

37,.2/1).00 

1.3.260.00 

i?O,806,00 

$40,306.00 
.30,OQO~09 

$70'806;°2 

The action taken herein shall not 'be. construed to be a 

finding of thcvalue of the assets herein authorized to be trans­

ferred nor of those set up on the pro :t:'onna balance sheet., particu­

larly the item of otner intangible property.. The value assigned tor 

. this item is one agreed upon 'by the pa.rties to the transaction. 

However, we are o:f the opinion". and 'Will zo provide in the order . 
herein,1 that this reported book investment 0'£ $l2, OOO $hould be 

amortized by charges to Account 7500 over the same per10d of time 

the eor,poration will take to liquidate the indebtedness to be 

incurred. in setting up thiz intangible item.. 
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The Commission having, considered tho above entitled matter 

anrl being of the op1n1on that a public hearing is not! necessary, 

that the application should· 'be granted, as herein prov1ded~ tb.at 

the money, property or labor to be procured or :p aid tor 'by the 

1ssuo of the shares of stock and the incurring of the long-term. 

indebtedness herein authorized 1 s reasonably requiree by'app11cmlt 

corporation tor the pu~oses specified herein, and that such pur-
. 

poses, except for the item of $12,000, are not, , in 'Wb,?le or in p~rt, 

reaoonably Chargeable to operating expenses or to income, tnere!ore, 

IT IS HEREBY ORDERED as fol10...,s: 

1. L. A. Sehagel' may transfer his certificate of public 

convenience and necessity and h1s operative eq,ui:pment to Mike 

Schager, Inc." a corporation, on or 'before SeptGllber 30, 1955, in 

accordance 'With the terms and condi t10ns set forth in this app11ca­

tion. 

2. Mike Schager" Inc., a ooX1'oration, may issue .and sell 

not exceeding 1,000 shares or 1 ts common stock, at an~ for 3. total 

consideration ot ~30,OOO .. on or before September 30, 1955, znd may 

incur long-term indebtedness providing for deterred l' aymec. ts of . . 
$40.,$06 tor the 1'Ul."Poses set torth in this proceeding. 

3.. On not less than five days' notice to the Commission 

and to the public" applicants shall supplement or reissue the tar­

iffs on file ~th the Commicsion nam1ng rates, rules 3nd regulat1oo$ 

governing the common carrier operations here 1nvol ved to show that 

L. A. Schager has w1thdra;wn. or eanceled and. Mike Schager, Inc., a 
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corporation, has a.dopted. or established, n::: 1 ts O~, s~.1d rates, 

rules and regulations. J:b.e tar1!f filings made purru~t to this 

order shall comply 1n all respects 'With the regulations gove:rn1ng 

the construct1on and fi~ing ot tariffs set forth in the Commission's 

General. Order No.. SO. 

,.4.. Mike Schager, Inc., a corporation, shall amortize its 

reported book investment of $12,000 in other 1ntangible property 'by 

charges to Account 7500 over a pl')r1od of not exceeding :t:1 ve years .. 

5. Mike Scb.3gcr, Inc. sh3J.l tile· 'With ~c COmmission 

monthly reports as required by General Order No. 24-A, 'Which order; 

insofar as a.pplieable, is made a part of this order. 

6. ~e autnority herein grented ~ll become effective 

\thee. Mike Sehager, Inc. has paid the fee prescribed bySeet10n 

1904(b) of ~e Public Utilities Code, ",.,hich fee is $41. 

Dat,..A at San FlUci:;co J A-c:£.,· \;\,0. ________ ~' CalifOrnia, this ./{L . 

day ot Hay, 1955. 


