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r s ORIGINAL
Decision No. S g ’ 3 -
BEFORE THEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of:

(a) SWIFT TRANSPORTATION COMPANY
for authority to issue shares of its
common capital stock pursuant to
Section 816-830 of the Californisa
Public Utilities Code.

(p) wILLIAM SIMONOFF and SAM

SIMONOFF, co-partners doing business

as SWIFT TRANSPORTATION COMPANY to

sell and SWIFT TRANSPORTATION COMPANY,
& corporation, to purchase a highway
common carrler operating right for the
transportation of property between Los
Angeles and Los Angeles Harbor pursuant
to Section 851-853 of the Californis
Public Utdlities Code.

Application
No. 37082
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In this procéeding the Commission 1s asked to make an Qrder
authorizing William Simonoff and Sam Simonoff to transfer operative
rights and properties to Swift Transpbrtation Cc)mpar;y, a corpbra-tion,
and authorizing Swift Transportation Company to 'issue‘ 1,082 éhare;i of
its common stock of the aggregate par value of $108,200. -

The application shows that William Simonoff md Sam
Simonoff, copartners doing business wder the. name of Swift Trans-
portation Compeny, are' engaged in intrastate commerce as highway
common carriers of gemeral commodities between Los Angeles snd Los
Angeles Harbor and also 'as city carriers and radia.‘l_. highway common
cérriers. The certificated operative rights were acqﬁired by appi_i;-
cants Simonoff by purchase from President Tank Lines, Inc. pursuant
to anthorization grented by Declsion No. 46833, dated March 11, 1952,
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In Application No. 33105, for the sum of 539 500. The parmers'haée
reported their revenues and expenses for the year 1954 and for the .
first five months of 1955 as follows:

Operating revenues $163,234
Operating expenses and taxes 143,891 -
Net carrier income 19,343
Interest deductions —ds216
Net income before income taxes $.28.127
:L’he members of the partmership report their assets and
liabilities as of May 3, 1955, as follows:
set
Current assets - ‘
Cash
Accounts receivable
Total current assets
Tangible property, less reserves

Intangible property
Deferred cle‘nii:e

Liabilitie ;
Current 1isbliities | % 7,136

Other liabiiities . . 46,925
Partuership account o ;os,zgg

Total' : ﬂé_z_‘}_z_g
It appears 'that applicanta Simonofi‘ now desire to conduct
their overatiom by means of a corporate i‘om of organization, 'mat |
they have organized Swift Tra:isportation Company, a corporstion, and_‘
that they Propose to transfer their' operative rights and equipment
to it In c¢onsideration of the assumption ‘by the corpo:'ation of the.
outstanding liabilities and the issue of sharos of stock of the '
aggregate par valuc of 3;1.08-, 200, It appears that the corpora‘cion‘
will continue the oberafions vithout interruption of service and

with the same equipment and under the same rates.
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It {s noted that the amount of stock proposed to be issued
by applicant corporation is measured by the p'artners' reported
investment in the properties and business, as reflected by their
balance sheet of May 31, 1955, appearing in this gecision. The
applicants, in 'arriving at the amounf to be capitalizéd‘ through the
issue of stock, have included among the assets intangible; capital of
$9,500 which, according to information before us, represents the pur-
chase price paid by‘ the part:iers foér_ the certificate of pﬁblic
convenience and necessity they now hold. In effect,. then, spplicants
are seekdng to capitalize the operétive, rights referred to in this
prq-ceeding.at their agreed sale and pui-cha‘se price at the time the

present owners acquired them.

Section 820 of the Public Utilities Code reads as follows:

"The Commission shall have 1o power to authorize the
capltalization of the right to be a corporation, or the.
capltalization of any franchise or permit, or the right to
own, operate, Oor enjoy any such framnchise or permit, in excess
of the amount (exclusive of any tax or snaual charge) actually
paid to the State or to a political subdivision thereof as the
consideration for the grant of such franchise, permit, or
right. No contract for consolidation or lease shall be cap-
italized, nor shall any public utility issue any dbonds, notes,
or other evidences of indebtedness against or as a lien upon
any contract for consolidation or merger.” ' '

We are of the opinion, and so f£ind, that the transfer to
the corporation and the operaﬁibn of the business by 1t will not be
adverse o the pub}.ic’, interest and sﬁhould be authorized. However;
because of the provision of the Public Utilities Code to which
reference has been made, we cannot recognize the $9,500 item as a
proper base for an order authorizing the issue of stock. Accord-
ingly, we will authorizé the tramsfer but will permit the is‘éué- of
not'exceeding’ $98, 700 :bar value of stock and the assumption off-‘ |
liabilities in paymént for the properties amd business. If it is
intended for the corporation to pay said sum of §9,500 to -applicap.‘cs
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Simonoff, it must finance the same from some source‘ other than
securities requiring the Commissionts author;’.‘zation. .

-

Applicants are heréby placed on notice that operative
rights, as such, do not constitute a class of property which may be
capitalized or used as an element of value in rate fiﬁd.ng'- for any
amount of money Iin excess of that originally paid "co\ the staié as'
the consideration for the grant of such rights. Aside from their |
purely pemissive aspect, they extend to the holder a full Ior partial
:noxiopoly of a class of business overl a particular route. This .moxiop’-
oly feature may be changed or destroyed at any time by the sqaﬁé,
vwhich 1s not in any respect limited as to the mumber of righﬁé?ﬁich
may be given. | -

The action taken herein shall not be construed to be a
finding of the value of the rights and properties her_ein authofiéed‘ |
to be tramsferred. |

QRERDER

The Commlssion having considered the application of William
Simonoff and Sam Simonoff and Swift Transportation Company, a corpora-

tion, for an order authorizing the transfer of operative rights and
properties and the issue of $108,200 of stock and ‘being of the R
opinion that 2 public hearing is not necessafy, that the application
should be granted, as hereln provided, that the money, pro'pe:ét_y or
labor to be procured or paid for by the issue of $98,700 of stock is
Teasonably required by applicant corporation for the puzpoée sﬁeéi’-
fied herein, and that such purpose is not, in wvhole o':; in part,

reasonably chargeable to operating expenses or to income, therefore‘,‘

IT IS HEREBY ORDERED as follows:
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l. William Simonoff and Sam Simoxioff, copartners doing |
business as SWift Transportation Company, may trensfer to Swift
Transportation Company, a corporation, on or before December 31,

1955, their certii‘icate of public convenience and necessity and their
operative equipmcnt as set i‘orth in this spplication.

2. Swift Traneportation Company, a corporation, in payment
for said operative rights and equipment may assume the payment of
outstanding indebtednees of William Simonoi‘i’ and San Simonoff, as set
forth in this proceed_ing, and may issue not exceeding $98, 700 par

value of its common stock.

3. None of the stock authorized by paragraph 2 hereof
shall be sold or issued unless and watil the, corporation first shall

have selected an escrow holder and sald escrow holder shall have
been first approved in writing by the Commission, and when issued

211 documents evidencing any of said stock snall forthwith be |
deposited with said escrow holder, to be held as an escerow pending
the further written order of the Commission. The receipt of said
eserow holder for said documcnts shall be filed with the Commission,:
and the owner or persons‘ entitled to said stock shall not consummate
a sale or transfer of said stock, or amy interest therein, or receive
any consideration therefor, until the written consent of the Commi. 5-
sion shall have been obtained so to do. |

4o The application of Swift Transportation Company, a'

corporation, so far as it involves the Issue of the remaining $9, 500
- of stock, is denied.

5. On not less than five days! notice to the Commission
and to.the public¢, applicants shall’ sﬁpplement or reissue the tar-

iffs on file with the Commission naming ‘ratee, mles. end regulations
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governing the common carrier operations here involved to show that ;
William Simonoff and Sam Simonoff have withdrawn or canceled and
Swift Transportation Company, a corporation, ha.s adopted or ‘es’ca’b-
lished, as its own, said rates, Tules and regulations. The tariff
filings made pursuant to this order shall comply in e.li respects with
the regulations governing the construction and filing of tarii:fs- set
forth in the Commissionfs Gemeral Order No. 30. |

6. Swift Transportation Company, a corporation, shall file.
vith the Commission monthly reports as required by General Order

No. 24~A, which order, insofar as applicable,’ is made & part of this
order. '

7. Except as otherwise stated, this order will become
effective 20 days after the date hereof.

Dated at ' __Ban Francisco , California, this--;Z_M_

Comm.’x. s/{on-ers -




