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BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFQORNIA

In the Matter of the Application of:

ROBERTSON DRAYAGE CO., INC. to scquire

the capital stock of INTER-URBAN EXPRESS -
CORPORATION; and of BIGEVAY TRANSPORT, INC. Apnlication
to issue stock and to acquire stock of INTER-URBAN No. 37804
EXPRESS CORPORATION and o assume certein (as Amended)
obligations; and of INTER-URBAN EXPRESS

CORPORATION to transfer certificates of public

convenience and necessity to RICHWAY TRANSPORT,

INC.; and for INTER-URB4N EXPRESS CORPORA-

TION and SANTA FE VWARFHOUSE COMPANY

to merge into ROBERTSON DRAYAGE CO., INC.

Edward M. Berol, for applicants.’

Thics is an application filed on March 5, 1956, by Robertson
Drayage Co., Inc., Inter-Urban Express Corporation, Highway Trensport,
Inc., and Santz Fe Warchouse Company for an order of the Commission
authorizing the transfer of operative rights and properties, the
execution of a merger zgreement, the acquisition and issue of shares
of stock and the assumption of Indebtedness, 21l as hercinafier set
fortn. 1In this decision the four applicants will be referred to as

Robertson, Inter-Urban, Highway znd Santa Fe, respectively.

An amended application was filed on March 28, 1956. A
public hearing was held before Examiner Coleman in San Francisco
on April 23, 1956, at which time the metter was taken under sub-

nission. The Commissior has received no protests in the proceeding.

Nature of Onerations

All applicants are California corporations engaged in
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certain public utility operations and related activities.

Robertson operates as z public utility warehouseman in

San Francisco and as z c¢ity carrier and & highway permit carrier.

Inter-Urban operates as a highway common carrier generally

between San Francisco and points in Alameda and Contra Costa Counties

and between Alameda County points and Daly City, Colme and South San
Francisco.

Elghway operates as a highway common cerrier between San
Francisco and Carmel znd other points, between San Frzncisco and East

Bay points and between San Francisco and Tulare.

Santa Fe operates as a public utility warchouseman in
Cakland.

Stock Ownership

According to Exhibit 17, the outstanding shares of stock,

all common, were held on December 31, 1955, as follows:

dighway Robertson Inter-Urban Santa Fe

Joseph Rovertson 185 440

Frank Reed 1 48

2. L. Robhertson 112

Robertson Drayage Co., Ine. 834

E. T. Linn 30

H. A. Summerfield 50

Laurene A. Waldie 447

Lloyd Rasmussen 225

Lois Rasmussen 177

Inter-Urban Express Corp. - —_ 5
Total 1,100 600 849 5

>
For 1955, applicants reported gross revenues and net income zs follows

Revenues Net Income

Robertson $ 948,98, % 20,511
Inter-Urban 622,127 (54,104)
Highway 1,219,512 1,271
Santa Fe 36 (R4)
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All shares have a par value of £100 each.

Pronosed Transfers of Ownership

The application shows that the shareholders of Inter-Urban
desire to dispose of their holdings and to withdraw from the opera-
tions. Accordingly, they have made arrangements for the sale of all

the outstanding Inter-Urban shares to the Robertson interests for the
suz of $160,000.

Upen the transfer of such shares, it is proposed, in the
interest of corporate simplification, for the highway common carrier
operations and all the assets of Inter-Urban (except the shares of
Santa Fe stock) to be acquired by Highway and for the warehouse
business of Santa Fe to be acquired by Robertson. The corporate

existence of Inter-Urban and Santa Fe will cease.

To accomplish these objectives, Robertson and Highway

propose to undertake z series of transactions as follows:

1. Robertson will acquire the 849 shares of Inter~Urban
ftock for a total price of $140,000.

<. Robertson will sell 837 of said Inter-Urban shares to
Highway at the same price at which it purchased them. Highway will

issue to Robertson 1,570 of its own shares in exchange.

3. EHighway, as the owner of 837 shares of Inter-Urban
Stock, will czuse that company's Tights and assets (except the Santa
Fe shares) to be transferrsd to it and in consideration will assume

Inter-Urban's liabilities and will surrender the 837 shares. —

————

\
4. Robertson, as the holder of the rexaining 12 shares of

Inter-Urban stock, will cause Inter-Urban, and also Santa Fe, to
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effect a merger with Robertson as the surviving corporation.

nter-Urdan: Properties and Earnin S

In Exhibit No. 1 applicants have presented a statement of
Inter-Urdan's assets, liabilities and capitsl as of December 31, 1955,

as reflected by its books. A summary of the Same is as follows:

Assets

Current assets -
Cash
Accounts receivable
Prepayrents 21,603
Materiels and supplies .472
Totel current assets ‘
Tungidle property, less depreciation

" #11,660
11,045

$ 45,780
112,268

Intangible capital
Other investments
Deferred debits

7,292
4,825
2,465

Total

Liabilities and Canital

Current liabilities
Long-term obligations
Reserves
Canital -
Common stock
Less - deficit
Total capital

$172,630

$ 75,033
62,638
11,185

23,7174
$172,630

Total
2/
The properties of Inter-Urban include operative rights,

= .

The Commission's records indicate that Inter-Urban's operative
rights were acquired under authorizations as follows:

16339,
18293,
219¢1,
29196,
29446,

Decision No.
Decision No.
Decision No.
Decision No.
Decision No.
Decision No.
Decision No.

dated Mar.
dated Apr.
dated Jan.
dated QOct.
dated Jan.
dated Dec.
dated Nov.

30, 1926, in Application No. 12677
29,1927, in Application No. 13551
3, 1930, in Application No. 16175

19, 1936, in Application No. 19838
11, 1937, in Application No. 20626
48008, 2, 1952, in Application No. 32506

49369, 24y 1953, in Application No. 32927

In additior, Inter-Urban is named as a
Joint rates with certain other carriers.

party to through routes and
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real estate and improvements located at 4th and Clay Streets,

Qakland, and 112 units of equipment.

The operution of the dusiness, in recent years at least,
has not been profitable. In 1954, the carrier reported revenues of
$600,819 =nd a net loss of $8,732, and in 1955, revenues of $622,127
and a net loss of $54,104. The testimon& shows that the adverse
operating results are attributed to rising costs, with no correspund-
ing increase in volume of business, and to the use of outmoded and

inadequate equipment.

As to Santa Fe, the wholly-owned subsidiary of Inter-Urban,
it appears that it owns no properties and that it has been conducting
only 2 nominal amount of business in the 4th and Clay Streets
building of Inter-Urban. The %testimony shows that 1ts lack of

business is due to the lack of available space for storuge.

Purchase Price

4s stated, Robertson nas agreed to pay $160,000 for the
outstanding Inter-Urban stock. The application shows that '
$100,212.50 of the purchase price 1s to be represented by notes,

one in the amount of $75,000 to be payable to Laurene A. Waldie over
a period of 7 years and the other in the amount of $25,312.50 to be

payable to Lloyd Rasmussen over & period of 5 years, both notes to
bear interest at the rate of 434 on the declining bvalances. Highway,

upon acquisition of the stock of Inter-Urban, will guarantee the -

payrent of the notes.

It will bYe noted thet the Robertson-Highway interests are

willing to pay $160,000 for stock having a book value of $23,774 in

an enterprise which reportedly has been losing money. The testimony
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on this point shows that the agreed price is based primarily on the
aopraised market value of the 4th and Clay Streets property and that

it is Highway's intention to remove the operations from that point

to its own facilities and to dispose of the properties. It is
asserted, further, that both Highway and Robertson desire to exterd
thelr operations in the East Bay, the former through the acquisition
£ the lines to Contra Costa County and the latter through the
utillization and developnent of the warehouse rights of Santa Fe.

Robertson intends *to acquire a bullding and to engage actively in

the warchouse business in Qakland.

Although Inter-Urban has been operating at a loss, Highway
is conlident thet it can convert the business into a paying venture
upon c¢onsolidation with its existing services. Among other things,
Eighway proposes to discontinue Inter-Urban's depot facilities and
to handle the shipments through its own terminals in San Franclsco
and Oaxland. It propeses to eliminate the present duplication of
pick-up and delivery operations and to discontinue the shop facllities
of Inter-Urban in Oskland by transferring the shop activitlies to its

present San Francisco premises. It antlcipates savings in general

office expense.

Conclusions

Upon a review of the record we are of the opinion, and so

find, thzt the propoced transfers will not be adverse to the public
interest.

The book value of the real estate and improvements, at the c¢lose of
1955, was reported at $52,978. The record shows thet an outcide
appraiser has placed the value #118,250 in excess of this amount.
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In the first place, the acquisition of the Inter-Urban
operations by Highway should provide shippers with transportation
service superior to the present service. Highway will dispose of
the present Inter-Urban equipment which 1s said to be outmoded, will
devote its financial resources and management to the Inter-Urban
operztions and will provide for centralization of terminal and depot
functions and unification of the pilck-up and delivery services. The
entrance of Robertson into thue warechouse business in the East Bay

will provide an expinded service correlated with Robertson's present

carrier activities.

In the second place, the record indicztes that Highway 1is
in a position to assume the financial and service obligations arising

from the acquisition of Inter-Urban's business and properties. True,

it has 2greed to pay 2 sum substantialiy larger than recorded book

values but it is clear that 1t czn do 50 without Impalring its

existing service to the public. Under the circumstences surrounding

the particular transactions we will interpose no objection.

Our action in this matter is not to be construed as a
finding of value of the properties herein authorized to dbe trans-
Terred nor 2 finding of the reasonableness of the nurchase price.

It is not our practice to accept agreed purchase prices as renresent-

ing costs or values upon waich rates are to be based.

Appllcants are placed on notice that operative rights, as
such, Qo not constitute a class of property which may be capitalized
or used as an element of value in rate fixing for any asmount of noney
in excess of that originally peid to the stzte as the consideration
for the grant of such rights. Aside from their »urely permissive
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aspect, they extend to the holder a full or partial monopoly of a
class of business over a particular route. This nonopoly feature
may be changed or destroyed at sny time by the state, which is not

in any respect limited as to the number of rights vhich may be given.

4 public hearing having been held on the above-entitled
applicatior and the Commission being of the opinion that the appli-
cation should be granted, that the money, property, or labor to be
procured or paid for by the issue of the stock and notes herein
autnorized is reasonably required for the purposes specified herein,
and that such purposes are not, in whole or in part, reasonzbly

chargeable to operating expenses or to income; therefore,

IT IS ZEREBY ORDERED as follows:

l. Robertson Drayage Co. » Inc., may acquire the outstanding

849 shares of stock of Inter-Urban Express Corporation and may issue,
in part payment, 2 note to Laurene A. Waldic in the principel emount
of not exceeding £75,000 and a note to Lloyd Rasmussen in the
principal amount of not exceeding £25,312.50, paysble as indicated
in the preceding opinion.

2. BHighway Transport, Inc., may acquire from Robertson

Drayage Co., Inc., 837 shares of stock of Inter-Urban Express Corpora-
tion.

3. BHighway Transport, Inc., may issue not exceeding 1,570
shares of its capital stock in exchange for sald 837 shares of stock

of Inter-Urban Express Corporation and may guarantee the obligation




of Robertson Dra&age Co., Inc., to Laurene A. Waldie not to exceed

§75,000 and to Lloyd Rasmussen not to exceed $25,312.50.

4. Robertson Drayage Co., Inc., may acquire the 1,570
shares of stock of Highway Treansport, Inc.

5. Inter-Urban Express Corporation may transfer its
operative rights, equipment and assets, except the stock of Santa Fe
warehouse Company, to Highway Transport, Inc., and Highway Transport,
Inc., in acquiring said rights, equipment, and assets, may assume

the outstanding obligations of Inter-Urban Express Corporation.‘

6. Robertson Drayage Co., Inc., Inter-Urban Express
Corporation and Santa Fe Warehouse Company nay execute an agreement
of merger, in substentially the same form as that filed as Exhibit

No. 12, ard may carry out the terms of said agreement.

7. EHighwey Transport, Inc., may be substituted for Inter-
Urban Express Corporation as & party to through routes and joint rates

with other carriers heretofore approved by the Comission.

8. On not less then five days'notice to the Commission
and to the public, effective concurrently with the consummation of
the merger, applicants, as appropricte, shall supplement or reissue
the tariffs now on file with the Commission, insofar as they name
rates, rules and regulzations governing warehouse orerations of Santa
Fe Warchouse Company, to show that Santa Fe Warehouse Company has
withdrawn or canceled and that Robertson Drayage Co., Inc., con-
currently has adopted or established as its own said retes, rules
and regulations. The tarlff filings made pursuant to this order
in all respects shell comply with the regula<ions governing the con-
struction and filing of warchouse tariffs set forth in the Commission's
General Order No. 61.
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9. On not less than five days' notice to the Commission
and to the public, effective concurrently with the consummetion of the
transfer,‘applicants, as appropriate, shall supplement or reissue the
tarlffs on file with the Commission naming rates, rules and regu-
laticns governing the common carrier operations here involved to
show that Inter-Urban Express Corporation has withdrawn or cancelled
and that Highway Transport, Inc., has adopted or esteblished, as its
own, sald rates, rules and regulations. The tariff £ilings made
pursuant to this order shall comply in all respects with the regu-
lations governing the construction and filing of tariffs set forth

in the Commission's Cencrzl Order No. 80.

10. Robertson Drayage Co., Imc., and Highway Iransport,
Inc., shall file reports as required by Generzl Oxrder No. 24-A, which

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

11l. The suthority herein granted will become effective
when Robertson Drayage Co., Inc., has pzid the fee prescribed by
Section 1904(b) of the Public Utilities Code, which fee is $101.00.

Dated at San_Franciseo » California, this R 7
day of 4?55;4:4Ab”"1956

ﬂf%z/w
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