Ao 37967-4 CB

Dectsion No. ___ 53199 @R‘ﬂ‘mﬂt

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

LOUIS MARINO, LAWRENCE MARINO and

ZRNEST MARINO, 2 copartnership,

Qoing vusiress 2s MARINO BROTHSRS

TRUCKING COMPANY, to sell and Application
transfer, and MARINO BROS. TRUCKING No. 37962
CO., a corporation, to purchase and
acquire the operative rights, equip-
ment and other assets of Sellers,
and to assume certain lichilities of
Sellers.

In the Matter of the Application of

MARINO BROS. TRUCKING CO., a Application
California corporation, for suthority No. 37964
to 1ssue shares of its capital stock.

QRINIQN

By Application No. 37963 the Commission is requested to
authorize Louis Marino, Lawrence Marino and Ernest Marino, a coparter-
ship doing business es Marino Brothers Trucking Compzny, to sell and
transfer operative rights, equipment and other assets to Merino Bros.
Trucking Co., 2 corporation, and the latter to issue promissory notes

to and assume certain liabilities of the partnership.

By Application No. 37964 Marino Bros. Tiucking Co., a cor-
poration, requests authority to issue znd sell 3,000 shares of its
capital stock, having an zggregate par vzlue of &30,000, for ¢ash at
its par value, and to use the proceeds to mest, in part, the purchase
price it proposes to pay for the properties and operative rights of

Marino Brothers Trucking Company, a partnership.

Marino Brothers Trucking Company, hereinafter referred +o

as the partnership, presently is engaged in the business of trans-
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porving general commodities as a permit cafrier'and in'fﬁe tfané~
portation of camned goods as a highway common carrier under authority
granted by this Commissio§ in Decision No. 46@32'dated July‘Bl, 1951,
in Application No. 21983. However, by Decision No. 53165, dated

May 28, 1956, the Commissiorn cancelled the oﬁerative rights graznted
by said Decis*on No. 46032 and iscsued to uppllcant partners a new

certificate in lieu thereof, such new certificate to beeome effective ;

ninety days after May 22 1956.

The parinership income stateﬁents for the éaléndar year
1955, attached to Application No. 37963 as Exhibit B, and for the
calendar year 1954, 2¢ contained in its annual report on file with

this Commission, are summarized in the following tabulation:

1954 1954
Revenue : $438,690.21  $529,971.18
Expenses ,
Operation and majirtemance $346 014.81 431 638 AO'N
Depreciation expense Q,’ZO. 38, 3 3 .
Depreciation adjustment (ﬁo,7ﬁz 25 0).-
Operating taxes Q,4972.80° AALZ? 02

Total expenses %::£,33Q 02 §505, 121,89
Net operating Income 23 75*.19 @ s 49.29 "

Other income 1 1 838.92
Gross income % 22, 63 5 89 WJ,SSQ.EI
Income deductions 57.03 9,27%.86

Net profits 3 2\,0@3 586 ¥ 16 Al 25

#Before allowance for taxes based on income but aftc* allowing for’
calaries to partners totalling £15,600 per annum.

( ) Red figure.

The partners now are of the opinion that 1t would be advan-

tageous to change from a partnership to a corporate form of organi-
zation in order to faciiitate the financing of further expansion and
To secure the stability of the corporate form of operation and the
advantage of linited persomal liadbility. Accordingly; they have
caused to be formed a corporation, organized undérv;he laws of the
7 SRS |
Authority granted to tremsport camned goods, subject to certain
restrictions, between Modesto, Stockton and Manteca, end between each

of said points, on the one hand, and San Franclsco, Richmond,
Berkeley, Oakland and Alameda, on the other hand.
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State of California, known as Marino Bros. Trucking Co., anéd have
entered into an agreement of sale with the corporation covering the
sale by the partrershlp of the operative rights and other assets to
the corporation. Under the terms sct forth in the agreement of sale,
a copy of which is attached to Application No. 37963 z2s Exhibit A,
the nartnership would transfer +o the corporation certein of its
assets, including revenue ecuipment at an appraised value, and in
eXchange the corporation would assume liabllities of the partnership
totalling $106,972.02 and would issue its proﬁissory notes in the
principal awount of $218,044.68 for the balance of the purchese price.
A tabulation showing in comparative form the Decexder 31, 1955, balance
sheet of the partnership and on a pro forma basis the balance sheet
of the corporation, after glving effect to the provisions contsired

in the agreement of sale, follows:

Partnership Corporation

Assets

Cash $ 1,416.54 & 708.27
Other current assets 51,498.10 50,942.22

Land and land rights . 20,117.37

Structures (Net of depreciation reserve) 17,645.17 -
Revenue equipment " 128,002.95 R70,019.26
Service cars and equipment " R,784.99 2,784.99
Farniture and office equip. ™ 692.06 560.96
Shop and garage equipment n C554T7.32 -
Other equipnment " 3.3

Tot2l assets 225 482,84 B335 07890

Liabilities

Notes payable § 2,139.85 $ 2,129.85
Accounts payable - Trade end subhaulers 36,996.14 36,996.14
Accounts payable - Partner 16,000.00 .-
Accrued liabilities 5,659.61 5,659.61
Equipment chattel mortgages 62,176.42 62,176.42
Mortgage on real property 7,9?4.91

Partnership capital or notes payable 5.91 218,04@.68
Total ligbilities 225,482.84 325,016.70

The partnership does not propose to transfer to the corpora-

tion the land, structures or shop and garage equipment presently used
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in performing the operations as a nighway carrier. It hes, however,
entered into an agreement with the corporation whereby the corpora-

tion will lease these facilities for a five-year period at an annual
rentzl of §4,800.

The revenue equipment being trensferred has been assigned
a sales price which is $142,016.31 in excess of the depreclated cost
of such equipment as shown on the books of the partnership. In this
connection, applicant corporation is nlaced upon notice that
Instruction 182.01-19, subparagraph (£) of the Uniform System of
Accounts for Class I Common and Contract Motor Carriers of Property
prescribed by this Commission requires the purchaser of property to
enter on its records, as the cost of property acguired and as the
depreciation accrued thereon, the same amounts as those reflected on
the books of the transferor as of the date the transfer was consum-
mated and that any excess o the purchase price over such recorded
cost less acerued depreciation shall be charged to Account 1550 -
Other Intangible Property. If{ the transfer herein sought is approved,
applicant corporation will be reguired to charge $142,016.31 of the
purchase price to Account 1550 and shzll be required to amortize such
balance, over a l0-year period staiting in 1956, in equal annual

amounts by charges to income account 7500 - Other Deductions.

To finarce the acguisition of the proverties herein sought
to be transferred, applicant corporation proposes to issue to the
partners its promissory note or notes in the principal sun of
$218,044.68. Such note or notes will be payable $30,000 on or before
Decenmber 21, 1956, with the balance of 8188,044.63 payable in equal
installments annually over a period of 10 years with interest at the

rate of 3% per annum on the unpaid dbalance. To obtain the funds
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necessary to meet the initial installment on the notes, the corpora-
tion requests suthority to issue and sell at par for cash 3,000

shares of 1ts capital stock having a par value of $30,00C.

Fron a review of the partnership's earning record of the
past two years, it appears that the corporation should have suffi-
clent funds from operations and from depreciztion z2nd amortization
accruals to finance payments on its outstanding obligations. However,
because of the substantial charge to intangible capital resulting
from this transfer, the Commission will require that non-negotiable

notes be issued to the partners in rayment for their properties.

The applicztions indicate that there will be no change in
the management or control of the business as a result of the trinsfer
and in our opinion the transaction will not be adverse to the public
interest and should be authorized. In making our order we place
applicants upon notice that operative rights, as such, do not consti-
tute a class of property which may be capltalized or used as o2n
element of value in rate fixing for any amount of money in excess of
that originally pzid to tae state as the 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 business
over a particular route. This monopoly feature may be changed or
destroyed at any time by the state, which is not in any respect

limited as to the number of rights which may be given.

The action taken herein shall not be construed to be a

finding of the velue of the rights and properties herein authorized
to be transferred.
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The Commission having considered the above-entitled matters
and being of the opinion that pudlic hearings are not necessary, that
the applications should be granted, as herein provided, that the
money, property or ladbor to be procured or paid for by the issue of
the shares of stock and the notes herein anthorized is reasonadbly
recuired by applicant corporation for the purposes specified herein,
and that such purposes are not, in whole or in part, reasonably

chargeible to operating expenses or to income; therefore,
IT 1S HEPEBY ORDERED as follows:

1. Louis Marino, Lawrence Marino and Ernest Marino, doing
business as Marino Brothers Trucking Company, may transfer to Marino
Bros. Trucking Co., a corporation, the operative authority created by

Ve

Decision No. 46032, dated Juiy 31, 1951, and by Decision No. 53165,

y
|
|
l
l

dated May 28, 1956, and the operative properties referred to in this
proceeding, axd Marino Bros. Trucking Co., a corporation, may assume |
the outstanding liadilitles of Marino Brothers Trucking Company, a
partnership, as provided for in the agreement of sale attached %o

Avplication No. 37963 as Exhibit A.

2. Mariro Bros. Trucking Co., a corporation, in part
peyment for the certificate and the properties herein authorized to
be transferred, may issue to the partners its non-negotiable promis-
sory notes in an amownt not exceeding $218,044.68, such notes to be
repaid $30,000 on or before December 31, 1956, and the balance in
equal annuzl installments over a l0-year period with interest at the

rate of 3% per anaus on the unpaid balances.
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3. Marine Bros. Trucking Co., a corporation, may issue and
sell, at par for cash, 3,000 shares of its $10 par value capital
stock and may use the proceeds to meet the initizl payment of

$30,000 due in 1956 on the notes herein authorized.

4. Within 60 days after the effective date hereof and on
not less than five cays'! notice to the Commizsion and the public,
effective concurrently with the consummation of the transfer herein
authorized, applicants shall supplement or reissue the tariffc on
f1le with the Commission naming rates, mles énd regulations govern-
ing the common carrier operations here involved to show that Louis
Marino, Lewrence Marino and Ernest Marino, doing business as Marino

rothers Trucking Company, have withdravm or cancelled and that
Marino Bros. Trucking Co., a corporation, has adopted or established
as its own salé rates, rules and regulations. The tariff filings
made pursuant to this order shall comply in all respects with the

Tegulations governing the filing and construction of tariffs set

forth in the Commission's General Order No. 80.

5. Withirn 30 days after date of execution, Mzrino Bros.

Irueking Co., e corporation, shall file with this Commission a copy

of eack and every rote issued under the suthority herein granted.

6. Marino Bros. Trucking Co., a corporation, shall file
with the Commission monthly reports as required by General Order
No. 24-A, which order, insofar as applicable, is made 2 part of this

oréer.

7. Marino Bros. Trucking Co., a corporation, shall file
& copy of the journul entries, within 30 days after the date of such
entries, which were used to record the)acquisition of the properties

nerein suthorized to Ye transferred.
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8. None of the stock authorized by paragraph 3 hercof
shall be sold or issued unless and until the corporation first shall
bave selected un escrow holder and said escrow holder shall have been
first approved in writing by the Commission, and when issued all
documents evidencing any of sald stock shall forthwith be deposited
with said escrow holder, to be held as an escrow pending the further
written order of the Commission. The receipt of said escrow holder
for szid documents shall be filed with the Commission, and the owner
or persons entitled to said stock shall not consummete a sale or
transfer of said stock, or any interest therein, or receive any

consideration therefor, until the written consent of the Commission

shall have been obtained so to do.

9. The authority herein granted will become effective
when Marino Bros. Trucking Co., 2 corporation, has pald the fee
prescrided by Section 1904(b) of the Public Utilities Code, which
fee 1s $219.

Dated 2t San_Fraucisco , California, tnis _ /ol 2
dey of __ N2l 1956,

J

Commis;}bners




