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Decision No. <2HLES

o —————————

ORIGIAL

BEFCRE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIL

In the matter of the application

of Morris Esacove, doing business

as STATEWIDE TANK LINES, o sell

and Application No. 29597
SUBURBAN FUEL CO., a California

corporation, to buy petroleum

irregular route common carrier

rigihts between points in the

State of Czlifornia.

In this proceceding, the Commission is asked to make an

orcer (1) zutaorizing Morris Esacove, doing business as Statewice

Tanit Lines, to transfer his operative rights and properties o
Suburban Fuel Co., a corporation, and (2) authorizing Suburban
Fuel Co. to issue $20,000 par value of cermon stock, to assume

outstending obligations znd to incur long-term indebtedness.

Applicant Bsacove is engaged in business as 2 petroleum
irregulor route carrier throughout California under a certificate
of public convenience and necessity acquired by him pursuant to
a2uthorization granted by Decision No. 51474, doted May 16, 1955.

He has reported gross revenues from his operztions at $102,746 in
1956 and at §73,475 in the first nime monthas of 1957 with net income
of $11,349 in 1956 and $8,481 in the nire-months' peried of 1957,

after meking provision for depreciation.

Applicant Suburban Fuel Co. is a California corporation
which was orgenized on August 28, 1952, wut which has not engaged in

active business.
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It now appears that appllicant Esacove desires to retire from
his petrolewm irregular route carrier operations cnd devote his time
to other activities and he has made arrangements to transfer his
certificate of public convenience and necessity and his wracks,
trallers and other tungidle properties to Suburban Tuel Co. for
the sum of $103,000, of whieh $500 is assigrned to *he operstive

rights.

Under the agreed terms, 10,000 of the surchase price will
be payable prior o the close of the escrow, $10,000 will be payable
on February 1, 1958 assuming the ecserow is closed, $48,270.34,
representing the wpaid balonce on notor vehicle ecuirnent, will be
assumed by the purchaser and $34,729.16 will be paysble to aprlicant

Zsacove in monthly installmernts of $578.72. The indebtedness of

$43,270.84 is payadle to Union Bank and Trust Company in monthly
Installments of $2,561.84.

The application shows that tho $10,000 poyment due
Februory 1, 1958 will be represented by a promissory note and thet,
in adeition, the mew corporation will borrow $12,000 from affilizted
interests on short-term unsecured loans. None of these notes,
however, nced be approved by the Commission as each loan runs for

a periof of less thean 12 months aftor its date.

The $12,000 of vorrowed noney, tegethor with the proceeds
from th? sale of the §20,000 of stoek waich is requested in this
application, will e utilized by the corporation in meking its cash
payments under the agreement with applicant Esacove and for working

capital in i%ts operations.
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v appears that there will be no change in the operations
as & result of the transfer and thot the same serviee as 1s now
given will continue after the transfer. The new corporation intends

to operute under the fictitious name of Statewlide Tank Lines.

It is recognized *hat at the outset the new corporation will
have outstonding liabilitiecs of more than $83,000 as compared with
common stock of {20,000. However, such indebtedness, by its terms,
will be paid off in monthly instzllments of approximately %3,000 so
that & more favorable relationship will develop with the passage of
time within a relatively short period. Information before the
Commission shows that the operations have been conducted at a profit
and that the sharenolders of the new corporation arc financially in
a position to meet the obligations with which they may be faced upon
the consummation of the proposed transaction. Accordingly, we are
of the opinion and so find, that the proposed transfer will rnot be

adverse to the public interest.

In malcing our order herein, we hereby place applicants on
notice thet operztive rishts, 2s such, 4o not constitute a class of
property which may be capitalized or used asm element of vslue in
rate fixing for any amount of money in excess of that originally
pald to the stcte as the consideraition for the grant of such rights.
Aside from thelr purely permiscive aspect, they extend to the holder
a2 full or partial monopoly of a cless of dusiness over a rarticular
route. This monopoly featﬁre may be chenged or destroyed at wny
time by the state, which is not in any respect limited as to the

number of rights which may be given.
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The action taken herein shall not be construed to be 2
finding of the value of the rights and properties herein suthorized

to be transferred.

QRDER

The Commission having considered the above-entitled matter
end belng of the opinion that a pwdblic nearing is not necessary,
thut the money, property or labor to be procured or paid for by
the stock and indebtedness herein authorized is reasonably required
for the purposes specified herein, and that such purposes are not,
in whole or in part, ressonably chargeadble to operating expenses or

to income; thercfore,
IT IS HEREBY ORDERED as follows:

1. Morris Esacove, doing business as Statewlide Tanl Lines,
may transfer his certificate of pudblic convenience and necessity as
described in Decision No. 51474, dated May 16, 1955, énd his equip~
ment to Suburban Fuel Co. pursuant to the terms set forth in this

application.

2. Suburban Fuel Co., in acquiring said certificaote and

equipment and in making provision for working capital, may issue

and sell not to exceed $20,000 of its'common stock at par, for cash,

may assume the payment of outstanding indebtedness due Union Bank

and Trust Company in the amount of not exceedling $48,270.84 and may
incur long~term indebtedness in favor of Morris Esacove in the amount
of not exceeding $34,729.16.
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3. On not less than five days' notice to the Commission
and to the public, effective concurrently with the consummation of
such transfer, applicants shall supplement or reissue the tariffs
on file with the Commission naming rates, rules and regulations
governing the common carrier operations here involved to show
that Morris Esacove, doing business as Statewide Tenk Lires, has
withdrawn or canceled and Suburban Fuel Co. has adopted or estab-
lished, as its own, said rates, rules and regulations. The tariff
f1lings made pursuant to this order shall comply in all respects
with the regulations governing the construction and filing of

tarilfs set forth in the Commission's Generzl QOrder No. 80.

4. Suburban Fuel Co. shall file with the Commission a
report, or reports, as required by General Order No. R4-A, which

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

5. The authority herein granted will become effective
when Suburban Fuel Co. has paid the fee preseribed by Section
1904(b) of the Public Utilities Code, which fec is $35.

/W Dated at San Franeisco, Califorania, this _jﬁﬁfz&ay of
\ 20l 250, 1955, 7
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