
Decision No. 54175 ------
BEFORE THE PUBLIC UTILITIES COMHISSION OF THE STi',TE OF C,ALIFORNIA 

In the M~tter of the Applic~tion of 
s. DEL GEORGE, doing busines: as 
S. DEL GEORGE TRi.NSPORTATION COl'1P lJTY 1 

to sell .. and ALLAN ARTHUR TRI'..N3PORTAI'ION, 
INC., a corporation, to purchase operating 
rights and properties of a hishway co~non 
currier, a~d the applic~tion of ALLP~ 
f..~THUR TRANSPORTATION, INC., a corporation, 
for authority to issue :tock and promissory 
l'lotes. 

~ lVlc'tolhinney, for S. Del George; 
Carter, Yo~g, Zetterburg & Henrie, 
by R. 1_ Young, for Allan Arthur 
Tr~nsportation, Inc. 

Applicat10n 
No. 38449 

In this application the Corr.m.ission is ~sl~ed to enter an 

order (1) ~uthorizing S. Del George to tr~sfer operative rights 

:md equipm.ent to Allan Arthur Trc.nsportation, Inc., and (2) author­

izing Allan Arthur Tre~sportation, Inc., to issue $Jl,700 par value 

of COmff10n stock and a pro~~ssory note in th~ principal ~ount of 

The apT'llic.::.tion was filed on Scptcnber 24, 1956 and CC-lne 

up for hearing before Exa~er Co1em2n i~ Los &~gGl~z on 

l'tovcmbC'T 14, 1956" .:tt which til~e it WD.S taken under submission .. 

The Co~nission h~s received no protests in the proceeding. 

E-.. Del George 

s. Del George" doing busine~s as S. Del George 

Transportation Co~p~y) is cng~gcd in operating ~ highway common 
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c;lrricr ~crv1cc for the tr.:lIl::;port~.tion of li vC3tocl-:- :;md ccrt.:.in 

other co~~oditic$, in California ~nd in Arizona, and in inter~tote 

COI:ll~!crC0 bct'loTCen pOintz in California and pOints in Arizona... His 

California intrast~te operative rights were created by Decision 

No. 4452~, d~ted July 11, 1950, ~~d were tr~nsrerred to h~ under 

authorizD.tion gr~tcd by Decision }ro. 49700, d:::ted Febru=,.ry 23, 

1954. 

Applicunt Del George ha~ reported revenues and expenses 

az fOllows: 

Operating revenues 
Operating expenses (excluding 
depreciation) 

BalJ.nce 
DepreCiation 

Net 

llii 
$112,296 

$(13,122) 

1956 
Jan.-June 

$ 76,624 

75,541 
1,08,3 
3,309 

$ (2,22.€) 

In arriving at these recorded losses, ap~licant Del George 

included no salary allowanccs for himself. 

This corporation wes organized on J~nu~ry 29, 1955 for 

tl;.c purpozc of engagi..."'lg ,i..~ 'businesz az a hie;hwo.y permit carricr. 

It has 11ot, however, obtained ~y permits nor ho.s it conducted .:lIly 

highway opcrcti~ns. It h~::; $1,000 of stocl; out:;tanding. 

Exhibit D shows thr.t thc corpoT&tio!'l has .:Lcquired three 

1956 ~~its of c~uipmcnt and m1scell~eous parts, at a totnl cost 

of $35,455 and that presently it h~s ~p~id equipncnt purch~se 

contracts in the amount of $23,905. It hns financed itself 

p:.'imo.rily with I!lonies adv3..."'lced by Allan R. Arthur, Sr., one of its 

incorporators. 
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It a~')pco.rs th~t De:!. George desil'cs to \rithdZ'~'W' fror.:. his 

h:i.ghw.::.y cou:.1.cm carrie:' activities m'ld th:-.t he h.~z mo.clG .Jrr;;mgcments 

to ~cl1 his operative rights, both interzt~te end intr~state, along 

1;1 th on~ 194$ Peterbil t t:-uck J,nd \1ebcl' trailer .mel cwo alu.-uinur.:. 

bodic~, to !~1~~ P~thur Trcnsport~tion, Inc., for the ~~ of 

:)60,000, the purchaze price being alloc~tee to the v~rious clemente 

of :,roperty cs !'01101-'5: 

Interst~te Co~erce Co~Jiszion certificate 
of public convenionce end necessity, 
No. r·!C-107715 

Califo~ain Public Utiliti~z Conmucsion 
cert~fic~tc of public conveniance ~~d 
ncccssi ty gro.nted by Decisiol'l ~ro. 114,:;;,3 
and acq~ircd by Del GcoZ'ge by Decision 
No. 49700 

Arizon& COrDoro.tion Co~izsion certificate 
of public convcnie~cc ~~d ncce~sity, 
No. 5192 

One 1948 Poterbil t truclc end I,Tober tr(liler . 

Two ~l~~in~ bodies 

Goodwill and na~me of S. Del George 
Transport.;'!. tion Co~.lpany 

10,000 

6,000 

20,000 

12,,000 

2,000 

~~60 ,000 

These vulues are ztlid to l'epre5cr..t current r'mrkct prices. 

Tho testimony sho ...... s that the tangible assets h\lve been rebuilt .:md /. 

FinanCing by Cor!2or~tion 

In order to provide the purchase price" to refinance 

indebtedness and to obtain working capital, applic~t corpor~tion 
proposes to is~uc to All~ R. Arthur, Sr., its president and sole 
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stockholder, $31,700 par value of common ~tock and ~ promissory 

note in the principal amount of $39,035.88, payable five ye~rs 

after date of issue with interest at the r~te of five per cent 

per ar~um, payable annually. 

A pro forma statement of the corporation, giving err~ct 

to the tr~sfer of properties and to the i:sue or securities, is 

as fol1o~ .... s: 

Assets 

Cash in bank 
Tungible assets -

ECluipment 
L0S~: E~uip~ent obligatio~~ 

Net t~n3ible assets 
Intangible assets -

Certific.:ltos 
Gooc!w111 

Net intnngible aS~0ts 

Total 

Liabilities and Cap1tdl 

Note to Allan R .. Arthu:-" Sr. 
Capital stock 
Surplus 

Total 

$67,455 
63,905 

26,000 
2,000 

:;;; 5,000 

43,550 

28,000 

C76,550 

~~39 ,036 
32,700 
4, 314 

~?76, 550 

The $67,455 assigned to tangible assets includes the 

$35,455 paid by the co:oporation for tho properties it now o'W'nS 

::md the ~~32,OOO value placed on tho equipment to be obtained 

from S. Del George~ 

Upon carrying the proposed transaction to cOrllpletion 

applicant corporation will connn.ence its opcr~tion with equipmcn:c 

obligations requiring monthly repa~cnts aggregat1ng $$,544 
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annu~lly and with long-tore notes requiring ~ual interest p~~Jnts 

of ~:;1;t 951, the two i tens :'..ggrcgating $10,495. 

Uhile the S. Del George opcrc.tions have been conducted :r.t 

a loss durL~z 1955 and 1956, the record ind1c~tes th~t the volume 

of business hOos been incrco?Lsinc; nnd that the ne""~ corpor~tion will 

be in a position to develop ~dd1t1onal revenues and to obtain new 

accounts once the operative ~1ehts have been ·transferred to it, 

and th<.;.t ~uch new ouzines::; already is available to it. 

The evidence shows th ... t t'he organizers or the corpor.:.t1on 

pre~ently are engaged, as partners, in transporting livestock under 

perm1 tted o.uthorization, th;;~ t such oper~ tions are }lroducing gross 

revenues I"'J.rming from 020,000 to ~~30,OOO monthly with ~s much as 

10 per cent being carried to net prof1 ts and th2.t the p~rtners 

will turn their 9per~tions over to the cor,or~tion fer consolida­

tion ~lth the present S. Del George operations ~nd will ~ake 

additional equi,~ent availa~le if needed. 

Su"'T':nnry end Concl"",; i01"l g 

From a rcvi~w of the cpplic~tivn it is clc~r that the 

proposed purchase price is or.c th~t has been agreed upon by the 

~art1es for the purpose of the transaction and is predicated, in 

p~.rt, on present v.:'.lues and on estimated earnings,. 

It is not our !'ractice to fix th0 )rice , ... hich !:ltLy be pc:.id 

by the purchzser of a !,ublic utility 0)0I·2.tion .::lthough, 0: course> 

we can decline to ai?prOVe a transfer of ]'~ublic '.ltili ty Pl"C'pc)'tles if 

it should appear thct the ,urch~scr doc~ not h~vc sufficient finan­

cial resources to :"'!eet the yJurchase ::.,ricc .mC" to unc'0rt:.'~::c the 
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obligations of furni~h1ng public utility service, or if the trans­

fer would be, in our opinion, adverse·. to the public interest. 

In the pres~nt co.se it D,ppears th~t the new corporation 

should be in a position to meet the obligations, both financial 

and servicewise~ which it ~~ll incur in succeeding to the operations 

of S. Del George. The organizers of the corpor.:.tion arc experienced 

L~ the transport~tion business~ ~~d the corpor~tion will conduct 

and improve the serVice now being offered to the public and will 

adopt the presont r~tes. 

However, in exercising jurisdiction over the issue of 

securities) "ve are subject to cert.:.ir. li::l .. it~t~.ons plr1.ced. on us by 

law ond are ch~rged ~~th eert~~ rezponsibilities. 

Under the l~w we can.~ot authorize the c~pitalization of 

o~erntive rights in excess of the amount paid the ct&te or other 

poli tic:al subdivisions .:'.s the consideration for the grant of such 
11 

rights. In oddition, we are required by lo.w, when authorizing 

17 
Section 320 of the Public· Utilities Code reads as tallows: 

tiThe co:r.m.ission shall have no power to aut.,'1"J.orize the 
capitalization of the right to be 0 corpor.:.tion~ or the c~pitali­
zation of any fr~chise or pel~it~ or the rieht to own, oper~te, 
or enjoy any such fr~~chise or per.mit, in excess of the ~ount 
(exclusive of any tax or armu~l charge) ~ctually paid to the 
Stc. tc or to a political su'bdi vision thereof as the cons1der;::;,t1on 
for the gr.:~nt of such fr~nchise, perz::.it, or right. No contr.?ct 
for consolidation or lease shall be capitalized) nor shall any 
nublic utility issue any bonds, notes, or other evidences of 
indebtedness against or as ~ lien upon any contract for con­
solidation or merger. 11 
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the issue of securities, to null{e a finding as to the re~sonable-y 
ness of the proposed issue. 

In the present proceedL~g we ~re ~sked to authorize the 

issue of securities aga1nst v~lues assi~ed operative rights 

which do not repres~nt payments to the st~tc o~ other political 

subdivisions and against a cl~imed value of goocWill, ulthough 

the opcrnt1ons have been conducted at a loss. Excluding the 
21 

$23,000 .which has been assigned by applic:nts to intangible 

capital from the capital base will leave a balance of $48,550, 

rcpre:::enti..~g c2.sh and net investme:lt in equipment which appec:rs 

to be the proper valuations which we car. t~ke into consideration 

in pas~1ne on the re~sonableness ofthc proposed issue Qf 

$70,735.78 ot stock and debt. 

We have reviewed the evidence and upon the baSis of 

informntion presented to us we ~re of the opin~on, and so find: 

1. That the tr~sfer of the operative rights and eqUipment 

of S. Del Ceorge to Allan Arthur Transportation, Inc., ,dll not 

be adverse to the IJublic interest. 

y 
Section 818 of the Public Utilities Code requires the 

COr:l.l'O.is~ion in mal~ing o.n order authorizing the issue of securi tics 
to zt.:lte that fti.."'l the o:pi..~ion of the Coc:nission, the money) 
property, or l~bor to be procured or paid for by the issue is 
reasonably re~uired for the purposes specified in the order and 
that, except as othcr~se permitted in the order in the case of 
bonds, notes, or other evidences of i.."'ldebtedness, such purposes 
are not, in whole or in part, reasonably c~rgeable to operat1ng 
expenses or to incomc.tT 

Certificates $26,000 and GoodWill $2,000. 
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2. That the Co~izsion ~s no power to authorize the 

capitalization of the intangible c~pit&l in the amounts requested. 

3. That the tangible assets to be acquired by the corporation 

are ade~uate to war~ant an order authorizing zn issue of the 

$;1,700 of stock, but arc not sufficient to j)ermit us to cuthorizc 

the issue of the note. 

4. That the money, property or labor to be procured or paid 

for through the issue of $31,700 of stock is re~sonably ~equired 

for the pur,oses set forth in the ap'lic~t1on, which purposes arc 

not, in whole or in part, reasonably chargeable to operating 

exvenses or to income. 

OUr order will be en'l::ered in accordance with the foregoing 

findings. In making this order we pl~ce Al1~ Arthur Transportation, 

Inc., upon notice that operative rights, as such, do not constitute 

a class of property which may be capitalized or used as an element 

of value 1.."1 rate fixing for any amount of !:J.oney in excess of that 

originally ~aid to the str.te ~s the consider~t1on for the gr~nt of 

such rights. Aside from their purely pcr.mio~ivc czpect, they extend 

to the holder a full or p~rti~l mono~cly of a class of bus1ne~s over 

a particul&r route. This ~onopoly fc~turc ~~y be ch~need or destroy­

ed at any time by the ztate, which is not in any respect limited as 

to the number of right: which may be given. 

'I·re 1'l.::.ce the corporation upon notice also thut it will be 

required to keep its books of account in accordance ~~th the Uniform 

System of Accounts prescribed by the Co~~ssion and to file annual 

reports in the fo~ to be provided and at the times to be specified. 
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The action taken he~e1n sl~ll not be construed to be a 

rL~ding of the value of the rigb.ts ~d propcrtiez herein author­

ized to be t~~nsrerred. In entering this order we arc not accept­

ing the claimed values for equipment and int~gible capit~l as 

~etormining the rate base or the corpor~tion. 

A public hearing having been held on the above-entitled 

matter and the Commission being of the opinion tr~t an oreer 

shoUld be entered; therefore, 

IX IS ~~y ORDERED as follows: 

1. s. Del George ~y transfer to Allan Arthur Trcnsportution, 

Inc., his operative rights ~d ~qUi~ment as set forth in this 

application. 

2. Allan Arthur Transportation, Inc., may issue not exceed­

ing $31,700 pnr value of common stock for the purposes set forth 

~n ~he applicction. 

3. None of the stock authorized by paragraph 2 hereof shell 

be sold or issued unless and ,xntil the corporation first shall h~ve 

selected an escrow holder and said escrow holder shall have been 

first approved in writj~g by the Coe~ission; t~t when issued all 

documents evidencing any of said ~tock shall forth~~th be depOSited 

with said escrow holder, to be held as ~ escrow pending the further 

written order of the Co~~i~sion; th~t the recei~t of s~id escrow 

holder for sr.id documents :;hall be filed with' the COlnI"'..ission; ;md 

th~t the Oi~cr ~r persons entitled to said stock shall not consum-

:n.e.tc .3, ~o.l-o or transfer of :c.id ztod;;, or any interest therein, or 

receive any consio.eration therefor, u.."'ltil the Wl'itten consent of 

the Cor..:r.ission sh~ll have been obtc.ined so to do. 
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4. Tho applicaticln of Allan Arthur Transportation, Inc., to 

issue a pro~issory note is ~en1ed. 

5. On not les~ than five days' notice to t~e Commis~ion and 

to the public, applicants sl:'i::.ll sup,lement or reissue the t.:l.ri:Cfs 

on file with the Commission n~~ing rates, rules ~nd regulations 

governing the common corricr operations herein involved so as to 

show that S. Del George h~s withdrawn or canceled C~a Allan Arthur 

Transporto.tion, Inc., a corporc.t1on, ho.s o.dopt~d or established, 

as its own, said rat~s, rules and regulations. Th~ tariff filings 

made pursuant to this order Shall comply in all respects with the 

regulations governing th0 construction and filing of tariffs set 

forth in the Cornmis~ionfs General Order No. $0. 

6. Allan Arthur Transportation, Inc., shall file a report or 

reports, as re~uired by Gener~l Order No. 24-A, w~ich order, L~sofar 

as applicable, is made a p~rt of this order. 

7. This order will become effective 20 deys after the d~te 

hereof. 
Cos Ant,""Cles Dated at "_-______ , 

IECEMBER ________ ~ 1956. 
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