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Decision No. 52124 

BEFO.t1B TEE PUBLIC UTILIT!ES CONl'1ISSION OF THE STATE OF CALIFORl'1IA 

Ap,lic~tion' of GAP~BALDI EQUIP1~T ) 
CO.,.') Ir~C .. ~ c;.. corporCl,tion.. to issue . 
addition«l stock; ~pnlicat1on of ) 
GARIB.".LDI 2[{0;3. TROCKING co. : 
~~c GA~IBALD! EQUIPMENT CO. , INC. ) 
to rnortgo,ge property; applic.o.tion : 
of GA~I:SALDI BROS .. TRUC".t.<!:NG CO. and.) 
GARIBALDI BQUIPl'1ENT CO.,) II~C"1 to : 
tr~~~!er ~ssets. ) . .. --- ..... -- .... -- ..... -- ....... ~ ........ ~~ 

OPINION 
-..~ ......... ---. 

App11c.?, tion 
:No .. 37205 

In this application the COIm:l1ss~.on is o.sl~ed to enter an 

order authoriz1ng (1) Ga:r-ibaldi Bros .. Truc]~ine Co., a cor,!,or".tion) 

to e):ec'Ute tvTO mortgo.gcs to D .. CaribOilldi, Jr., V .. Garibaldi and 

J .. G&.ribalc.i, mortgagees, to secure the payment of a.pproximately 

~975,OOO; (2) Garib~ldi Bros. Trucking Co. to tran~rer ~ll its assets; 

ine1udine its o!,ere.tive rights,;.. to Garibaldi BCi,'lJ1pr.l~nt Co. , Inc.; 

and (3) Garfbalc1i Equj:,ment Co." Inc. to issue $275,000 ,ar value of 
its common stock. 

The apr;>lica tior~ 1.re.S filed on August l2. A y.nlblic hc.:.ring 

w~s held. before E~iner Coleman in Los Angeles on September '-0" 1955, 
at ~ .. hich time the matter was taken u.ncler submission.. The Commission 

has received no protc.!::ts in the proceed.1ng. 

Gario:ll<:li 'Bros. T!'uck1nr; Co. 

Garibaldi Bros. Trucking Co. is a Ccliforn1a corpor~t10n 

engaged in bUSiness prtmarily as . .0. highway common carrier of livestock 

in C~li!or.nia, under a certificate of ~ub11c convenience and necessity 

~c~uired by it under authorization granted by Decision No. 49601, 
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dated January 26, 1954" in Applictltion No .. 35031. It ~.nd its 

,rcdecessor, a ~ertncrship by the same name~ have re~orted revenues 

and net income during the last five years, as follows: 

1950 
1951 
19$2 
1953 
1954 

Oper<:.:.ting 
Rev1!lues 

I'let 
Income 

$40;,346 
86,,977 
70;,007 
9:3,218 
61,525 

The record indicates that the volume of b~siness hes been 

i.."'lcreasing. Exhibit B filed in the proceeding shoW's that in the fi:rst 

half of 1955 the carrierT~ operating revenues ~ggregated $1,525)021, 

Wi th net income of $l97,278" before prov1s:i.on for income tax 1i:.:.b111 ty 

estimated at 097,084. 

The al'pl1cation sho",ys that the tangible ca,1t$.l of the cor­

poration is stated on its balance sheet of June :30" 1955 at'the net 

aznount of ::;;514"S35 and its common stock e<luity at ~~529,525, segregated 
as fol1o'W's: 

Cornmon stock 
Unappropriated Surplus 

Earned surplus, Januz:.ry 1" 
Net ,rofit - 1955 

Total 

$.300,,000 

1955 32,247 
197.278 

$529,525 

~ne outst~~d1ng stock is held in equal proportions by 

D. G~riba1di, Jr., v. Garibaldi and J. Gar1b~ldi. 

Garibalc1.i E\!u1:"ment Co. 7 Inc. 

Garibaldi E~u1pment Co., Inc. is ~ California corporation 

org~ized in August of 1954. I~ now is cng~ged as a r~d1a1 highway 

COmL10n carrier of livestock and of bulk liqUids in t~~~ veh1c!es, 

excludine petroleum and petroleum products. For the ~eriod from 

September 14, 1954 to June :30, 1955, it re,orted oper~ting revenues 

of 4~76.i1061 end a net loss or ~e,,0.31. It has reported its investment 
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in fixed assets as of June 30, 1955 at ~52~487 and its outstanding 

stock ~t :~20,1"'O- It appea.rs that :c~ Garibaldi". Jr. has., or. '.rill 

. have" a 15% interest in the enterprise, with th~ remaining 85% oeillg 

held by others not aszoeiated in the ow.nership of Garibaldi Bros. 

Trucld.ng Co. 

Agreement of July 1, 1955 

It is re,orted that V. Garibaldi and J. Caribaldi now desire 

to retire " from the oper~tions of a hitA,{ay. common c~rrier and that they, 

together ~th D. Garibaldi, Jr., on July 1, 1955, entered into .~ 

agreement to sell all the outst~ndi.."'l.e stock of Garibaldi Bros. 

TrueY~ng Co. to Garibaldi Equi~mcnt Co., Inc. for a base ~rice of 

~~1>250 ,000. 

The agreement provides" for the ~3yment of ~275,OOO o~ the 

purchase ~'rice in cash upon delivery of t.~e certificates reprcs~nting 

such stock and tor the ~ayment of the remainder of the price in inst~ll­

~ents over a period of approXim~tely five years. The deferred ,~yments 

will be seeured oy two mortgages on the equi,ment and personal property, 

suCh ~ortgages to be given by the Garibaldi Bros. Trucking Co. to 

D. Garibaldi, Jr., V. Garibaldi and J. Garibaldi. The payments ~ll 

also be secured by a pledge of the sh~rc$ of stock and by a guar~ty 

agreccent to be executed by the shareholders of Caribaldi Equ1pmCont 

Co .. , Inc. 

Transfer of Rights nnd E~ui~ment 

Upon consumrn~tion of the agree~ent or July l, 1955, it is 

pro!,oscd to dissolve Ga:t"ib~ldi Bros. Truc!t:ine Co. and to distribute 

its ~ssets, including its operative rights, to Garibaldi Equipment 

Co., Inc., the latter to assume th~ obligations of Garibaldi Bros. 

Trucking Co.,) including the t'\o10 mortga.ges tb~t cOnl-pany first pro:poses 

to ey.ecute to carry out the terms of the agreement. 
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Issue of Stock 

Garibaldi E<:tuipment Co., Inc. proposes to 1zsue $275,000 

p~r value of stock to its shareholders in repayment of advances used 

to provide the cash down payment for the ~urchase of the shares of 

stock under the te~ns of the afores~id ~gre~ment. 

Pro Forma B:;J.1ance Sheet 

Applicants have filed as EXhibit 1 a ~ro forma b~l~ce 

sheet as of July 1, 1955, giving effect to the transactions rcferrea. 

to therein. A condenocd statement of the same is 2S follows: 

Assets 

Current assets -
cash and de,osits 
Notes and accounts receivable 
Pre:paYI:lents 
Material~ and supplies 

Total current assets 
Tangible property _ 
Tot~l cost 
Less: depreciation reserve 

Net tangible property 
Intangible property 
Other assets 

Liabilities and CRPita.1 

Current liabilt~·t~es 
Long-term oebt 1) 
Capital -

Comon stock 
Surplus acco'J."lt 

l'otal ca!,ital 

Total 

Total 

$ 194,951 
284, 688 
44,,179 
27.098 

1,347,736 
13.226 

$ 550,916 

11.3.34,5l0 
50,000 
8.650 

.$.1,943.676-

?87,069 

$1,943 .. 676 

(1) Ineluding deferred ,ayments on purchase 
of stock of Garibaldi Bros. Trucl~ne Co. 

( ) clci'icit 

1·Tri te-up of Tangible P-ror-erty 

According to e;~1bits tiled in this proceeding G~rioa.ldi 

E~ui,ment Co., Inc. pro,oses to write-up the book values of .~e 
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tangible pro,erty, in order to reflect ~ore nearly the purchase price, 

ilS follo .... 's: 

Costs 
Depreciation Net Book 

Pres~t Book Values -
Garibaldi Bros. Trucking Co. 
Garibaldi Eo.uipment Co., Inc. 

Total 
?ro Forma Book Values 

$ 6/~9..,995 
65·tl3, 

7l5..,708 
$1,347,,736 

Reserve Val~c 

$135,160 
~3%226 

148,386 
$ l3,2:(:6 

A~plicants assert that the tangible equ1~mcnt is worth more 
.... 

than the present book v~lues and that the ~urchasc price re,resents 

the C'stimated market values 0:(' the eC!.'Ui~ment. Go.ribo.ldi Eq:uipl1'lent 

Co. , Inc. intends, upon acC!.uiring the tangible properties, to est~b-

11sh the revised book v~lues as its bases tor dc~reciat1on u.~der the 

provisions of' "~l1e Interr..a1 Revenue Code. 

]ntangible Can1tal 

No values il~pear on the bal~ce sheet of Caribaldi Bros. 

Trucking Co. for o~erative rights and no portion of the tl,2;O,OOO 

iz nS5iened by applicants to such riV1ts or cla~~cd in 

the &pplication as the va.lue of them •. Exhibit 1 does sho .... ' that 

Garibaldi ErJ,uipment Co~> Inc., in setting up its pro fo:rma balance 

sheets, develops a total of ~;50,OOO for intangible property. 

Surl"J'!'!:ll'"V and Conclusions 

The information before the Commission show~ that Caribaldi 

ECl,ui,:oent Co., Inc., throueh the transact10ns O"..ltl1ned in this 'Oro­

cecQing J, ~rill be acqUiring a eoinz bUSiness that has bc¢n substantial 

in its volume and has been ir~¢reD.$ine in Size, thQ.t it "irill enter 

u?on its oper~~ions with ~ good cash ,oz1tion having an ample amount 

of available 'Worl!'..ing eash, and, that its e.lrnings based on past· and 

pre~ent experience should be sufficient, alone ~~th depreciation 

c;"ceruc.ls, to en&ble it to meet its obligations unc'ter the pronosed' 

~urchase agreement. 
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The record Shows that Garibaldi ~uipment Co., Inc. ~ill ' 

continue the service now offered to 'the public and that its officers 

and shareholders are ex~erienced in the trans~ortation busines$~ The 

new operator pro,oses to discontinue any duplicating op~ratine author­

ity which may eXist. 

Upon reviewine the ar.plic~tion and the evidence adduced at 

tae he~ring, wearQ of the o~inion, and so rind~ that _ 

1. The transfer ot the operative rights ~d equi~ment of 

Gar1'baldi Bros. Trucking Co,. to Garibaldi Eq'l.u:,lment Co .. " Inc. 'trill not 

be adverse to the public interest. 

2.. No cOT .. siderat1on will pass to Garibaldi Bros. Tr1.1clting 

Co. tor the cxec1;tion or the two mortgages. The exec'ution of such 

mortgages for the ~urposc indicated does not constitute a transaction 

which COQes within the scope of the Public Utilities Code and the 

a!'plic."tion, in this respect, must be deniecl. 

3. Caribaldi E~uipment Co~, Inc., in recording, on its 

corporate book~ the acquisition of the prope~tie$ of G~ribal~1 Bros • 
• 

~ruckins Co. must transfer to its property and de,rcc1~tion reserve 

accou.~ts the book balances of Garibaldi Bros. Trucking Co. at the oate 

of tranzfer. The excess of the p7lrchase price over t.."'e net 'book value 

of the properties to be th'\ls acqu1r~d l'm.lzt be charged to Account 1550-

Other Intangible Property. 

Our order Will be entered in accordance With the foregoing 

findings. In l:laking this order we place Caribaldi E<:ru,1pment Co .. , Inc. 

u,on notice that operative rights~ as suCh, do not constitute 3 class 

of property w.nich may be ea~1talized or used as an element of value in 

rate t1y~g tor any amount or ~oney ir. excess of that originally paid 

to the state as the consideration for the grant of such rights.. Aside 

from thoir purely permissive aspect, they extend to the holder a full 

or parti~l monopoly of a class of business over a particular route. 
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This monopoly feature may be change'cl or destroyed at zr:t t:t.me by the 

stater which is not in ~y respect limited as to the nuober of ~ithts 

which may be given. 

We p~.ace the carrier, u."on notice, also, tha.t it 'Will 'be 

reC1,uired to 1<:eep its books o! account in accordance 'With the Uniform 

Sy~teo of Accounts prescribed by the Commission a.nd to file annual 

re,orts in the form to be prov1dea and ~t the timos to be specified. 

The action taken herein sha.ll not be construed to be a 

finding of the value of the rights and properties herein authorized 

to be tr.anzrerred. In entering this order -Yre are not acce~:)'t1ng the 

claimed values for e~ui,~ent ~nd 1nt~ngible capital as determining the 

rate base or the carrier. No authority is herein given to G~r1baldi 

E~u1,ment Co., Inc-, to place on its booy~ any value for the operative 

rights it Will acquire. ,The present book values of t;;le tansible ' 

capital are adequate to warront an order authorizing tae iSS'l~ of 

the ~275,OOO or stock. 

o R D E R 
--...--~ 

A public hearing having been held on the above-entitled 

matter and the Co~i$zion being ot tee opinion that the application 

should be granted only ~s herein prov1ded~ that the money, property 

or l~~bor to 'be proc'Ured or paid. for through the issue of t275·, 000 

of stock is reasonably required for the pur:?ose specified herein ~d 

that such lJu:-poze is not, in "'Thole or in pert, reasonably chargee-ole 

to operating expensos or to income, therefore, 

IT IS HEREBY ORDERED as follows: 

1. Garibaldi Br~s. Truc1::ing Co. :may trc?.nsfer its operative 

rights and equipment to Garibaldi E~uipment Co., Inc. on or bctore 

Dece~ber 31, 1955. 
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2. Garibaldi Equipment Co., Inc .. in acc,.uiring such. rights 

and property m~y assume t..."lc payment of out~tand1ng indebtedn~ss and 

may 1s~ue not exceeding $275,000 par value or its eommon stock. 

:3. The ap,lication or Garibaldi Bros. TruckinS Co. to 

e~ecute mortgages hereby is denied. 

4. On not less than five days' not1ce to the Commission and 

to the public, a~p11cants shall supplement or reiss~e the tariffs on 

file uith the Commission naminB rates, rules and regulations governing 

the common carrier operations here involved so as to show that 

Garibaldi Bros. Trucking Co. has withdrawn or canceled and GaribDldi 

E~uipment Co. , Inc., a corporation has adopted or established) as its 

own, said r~tes, rules and regulations. The tariff filings ~ade. 

pursuant to this order shall comply in all res,ects Wi~ the regula­

tions governing the construction and filing of tariffs set forth in 

the Commis~1onfs General Order ~o. 80. 

5. Garibaldi E~uipmcnt Co. , Inc. Shall file a report, or 

reports, as required by General Order No. 24-A, which order, insofar 

as applicablc 1 is made a part or this order. 

6. Garibaldi Equipment Co., Inc. shall file With the Com­

miSSion a copy of e~ch journal entry used to record on its books the 

ac~u1sition or the properties or Garibaldi Bros. Trucking Co. nn~ the 
\ 

distribution of the purchase ~r1¢e to primary accounts, such riling to 

be made within 30 days after the date of such entries. 

7. This order Will become effective upon the date hereof. 

De-ted a t __ S_a.n_~_a.n_C_iseo __ j~= 

October, 1955. 
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