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BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of
PACIFIC INTERMOUNTAIN EXPRESS CO.
for authority to lease for a period
ending September 19, 1955, certifi-
cates of public convenionce and
necessity and certain carrier oper-
ating property of (a) PUBLIC FREIGHET
SYSTEM, and (b) PUBLIC FREIGHT SERV-
ICE, pursusnt to Sections 851-863
of the Public Utilities Code.

Application No. 36843

Nl N M N N B e P S

A. S. Glikbarg and Edward M. Berol, for
Pacific Intermountain ZXpress CO.;
Glanz & Russell, by Arthur Glanz, for
Public Freight Service and Pubilic
Freight System, applicants.

E. J. Biachoff, for.Southern California
Frolght Lines and Southern California
Froight Forwarders, protestant.

OPINION

The applicant, Pacifi; Intermountain Express Co;, is a
common carrier by motor vehicle operating under certificates of
convenieﬁce and necessity granted'by tha'Intorstate.Cohmerce
Commission, between Los Angeles and San Francisco, California, on
the one hand, and Chicago, Illinois, on the other, with numerous
internediate points including St. Louls, Nissouri, Kansas City,
Missouri, Denvor, Colorade, and Salt Lake Ciﬁy, Utah, as well as
various off-route poinﬁs, as specf{ied in the certificates. In
addition it is the owner of Wesg”C;ast Fast Freight, In&.,'a sub-‘
sidiary corporation cénducting operations generally in_avnortheriy
and southerly direction along the West Coast botween Los Angeles,
San Francisco, Portland, Oregon, Seattle, Washington, and various

other Intermediate and off-route poihzézA Pacific Intermountain
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Express Co; is a Nevada corporation, with 4ts principal'orfioes in
Californis at 299 Adeline Streot, Oakland, California, Tho subaid-
1ary, West Coaot Fast Freight, Inc. is a California oorporatxon,_'
wizh orrioes An Los Angeles, San Francisco, Sacramonto and Oaklands
| The-interests of the other applicants horein aro heid by
three corporations. Public Freight. Service is aMCalirornia Sorpo-
ratlon operating as an express company and a'rroight forwarder
generally In the Los Angeles metropolitan ares. snd points in Los
Angeles, San Bernsrdino, Riverside and OrangoJCountios;l Public
Freight System 1s a highway common carrier operating under certi~

ficates granted by this Commission, botwoon points and placos in

the Los Angeles metropolitan area, and points and places in the >

San Gabriel and Pomona Valley areas, as desoribod An:the certificates

The authority 1s to transport genersl commoditios with certain
exceptions such as housohold goods, motion picture £ilnms, petroloum
products in tank truoks, livestock, and othors a3 named 1n the
certificates.

The third corporation 1nvolved,1n-oheso interests .1s
Keystone Properties Corporation which owno;all;ox the stock of
Public Freight System and Public'Proight Sorvico.p Keystone fropertieq
Coerporation might be termed an equipnent holding corporation since
1ts principal funoﬁion is to purchase and own the oquipmont-oporatod‘

by the other two corporstions. All three, of these companies are
Colifornia corporations.

Decision No. 39188, dated July 9, 1946, in Appucauons Nos. -
27599 and' 27600. ’

Decision No. L8042, dated December 9, 1952, in Application
No. 321870 o ’ '
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In the instant application authority is requested to lease
for a period not exceeding 180 doys and, onding no later than |
éoptombor 19, 1955,'tho operating pight; and properties of Public
Freight System, Public Froightgso:vico, and Keystone Propertios_
Corporation. A copy of the proposed lesse is attached to the
application, dosignatod as Exhidbit "A"

On or about Novomborvlé, 195&, Keystone Properties
Corporation, which, qo_hag;beon pointed out, owns all of the stock
of Public Freight System and Public Freight Service, granted an
option to Pacific Intermountain EXpress to purchase the stock of
said companies, such option being subject to the approval of the
Interstate Commerce Commission and other regulatory égoncios,
involved. Oo January 10, 1955 the option was exercised and an
application for authority to temporarily loase the operating rights
was made to the Interstate Cormenrce Commission. Under date of
Mareh 24, 1955, by Order No. MC-F-5912, the Interstate Commerce "
Commission approved this application and authorized a tenmporary
" lease for a poriod of 180 days. Under the terms of this ordof
the lease was to oommonoo within 30 days from the date thereof,
and did commence on April 1, 1955, whean Pacific Intermountalin
Express took over the operations. Application for a permanent
transfer 1s now pending before the Interstate Commoéco Comhiésion;

The Instant application sooks the approval of thia Commission ol
tbo tomporary lease.

A public hearing was held before Exeminer Grant E. Syphers

on May 23, 1955, in Los Angolos, at which time evidence was adducod
and the mattor submitted,

Tostimony was presented by the president and‘prihcipal

atookholder’o; Xeystone Properties Corporation, pointing out the
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service areas of Public Freighz System and Public Freight Sorvice,
both under 1nzrastatc and interstate authoritios.

The principal reason advancéd‘fbr this lease was the

financial condition of the applicanté, Ke&étone Properties Corporation)
Public Fréight System and Public Freight Service. Exhibits Nos. 10

to 19, inclusive, are financial statements rolativé to these .
compenies. |

This testimony indicated that two of these companies,
Public Freight System and Public Freight Service, were formed in
1946, and the third, Keystdne‘?ropertios Corporation, in 1951.
The Iirst years of operation were profitable. The operations started
on a small scale and gradually expanded. With the expansion came |
additional expenses which Linally forced the operations into a
losing position. fhe reasons for thils wore ascribed to the costs
of new oquipmonk, the ihcreasing ¢osts of personnel, the'éxponse
of i&rger terminals, and other financiasl problems created by the
growth of the companies. The witness testified as to the efforts
made to correct this situation, all of.which have been to no avail.

At the present time these companies have borrowed from
Pacific Intermountain Express approximately $146,000, which moneys
have been used to continue the business. It was tosﬁified that 1L
these moneys had not bheen advanced the companies would probably
have had to cease operations.

Witnesses for Pacific Intermountain Express testified
that company was willing and able to take over the operations,
and In suppert of this position presented Exhibits Nos. 21 and éé

Whigh are financial statements of the company. An analysiarof these.
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financial statements indicates that Pacific Intermountain Expiess
is Iin @ sound financiai position. It expects to reduce 1ossor's
expenses by reducing such overhead items as supervision and goneral
officers' wages, &s well as rents and insurénce- It has consoli-~
dated the terminal operations of the lessor with the existing
'términal in Los Angeles of West Coast Fast Freight as of Aprilr;,
1955.

It was testifled that Pacific Intormountain Expross does
not Intend to operate under permits, but will confine its operations,
S0 far as this application £s concerned, to the certificates of the

| lessor. Furthermore, it Intends to continue in effect all through
rate arrangéments which have heretofore been authorized for %the
lessor, and in general to continue the same trucking operations as |
have been conducted under the certificates of the leséor.

The applicant, Pacific Intermountain Zxpress Co., nade
a motion to dismiss these proceedings on the grounds that the
Interstate Cormerce Commission has approved ﬁhia temporary lease
and that the Jurisdiction of that Cormission under Secfion 5(11)
of Part I of the Interstate Commorce Act is “exclusive and plenary."

However, this doos not appear to be a matter conﬁrolled‘by Secﬁion

S(11). It should be noted that the approval of the Interstate -

Commerce Commission In this comnection was under the authority of

Section 210 a (b) of Part II of tho Interstate Commerce Act and was
S0 stated in that Commissfon's suthorfzation. Exhibit No. 20,
introduced in this proceeding, is a copy of the I.C.C. order.

- Therefore, inasmuch as this pfoposal involves a temporary lease of
intrastate rights of the lessor, the motion to dismiss will be
denied.
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At the hearing the protest of Southern California Freight
Lines was withdrawn when it was stipulated by Pacific Intermounzain
Express Co. that 1t d1d not intend to operate or acquire any rights
under the permits of the lessor. Therefore, the appl;cation as 1t -
was submitted waé without oppoaition.

The lease executed by the applicants contained a state-
ment that the agreed valuation of the interstate and intrastate
operating rights of Public Freight System and Public Freight
Service was $75,000. A statement subsequently £iled wiﬁh’the
Commission erplained that suech sum represented the value of the
intangibles involved and that the allocation to 1ntrastét07
Intangidbles was $51,000 for both of such corporations. Attention
was called to the fact that "the bulk of the amount which was thus
sttridbutable to tho intrastate intangibles of the two companios
should primarily and substéntially have been charged to goodwill
rather than to the certificates.”

After a consideration of all of the evidence adduced
herein, we find that the public interest will not be adverseiy‘
affected by the aﬁproval of this temporary lease. The application
will be granted. In tak;ng tThis action we nmake no rinding.as.to |

the value of the operative rights, properties and goodwill
involved.

Application as above entitled having bYeen filed, a public
hesring having been held in the matter, the Commilssion being fully

advised in the premises and hereby finding that the authority
requested should be granted,

IT IS ORDERED:

(1) Thet Pacific Intermountain Express Co., a Nevada corpora~

tlon, after the effective date hereof, may lease for a period not
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to exceed 180 days and ending on or before September 19, 1955, the
operative rights, property and goodwill of Keystone Properties
Corporation, Public Frelght System and Public Freight Service, in
accordance with the terms of the lease dated February 1, 1955, and
attached to the application as Exnibit "A".

(2) That within thinty days after the effective date hereof
and on not less then five dsys' notice to the Comuission md to'
the public, applicant shall amend the tariffs on file with the
Commiasion, naming rates, rules and regulations governing the common
carrier operations invelved, to show that Public Proight System
and Public Freight Service have withdrawn, and Pecific Intermountain
Express Co., or its subsidiary West Coast Fast Freigpx‘has‘adbbtéd
as 1ts own, sald rates, rules and regulations. ‘

(3) That within thirty days after the completion of the
lease herein authorized, Pacific Intermountain Express Co. shall
S0 notlfy this Commission in writing, and within saild period shall
Tile with this Commission true coples of the instruments executed
to effect the transfers.

The effective date of this order shall be the date

hereof. |

Dated ot
day of 0//%/ 127

/Qommigsionera




