ORIGHIAL

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

S8546

Decision No.

- In the Matter of the Application of
CONSOLIDATED FREIGHT LINES, INC., a
Delaware corporation, for sn order
authorizing i1t to assume indebtedness,
enter into a modification of Credit
Agreemont with BANK OF AMERICA NATIONAL:
TRUST AND SAVINGS ASSOCIATION and incur)
and. assume indebtedness as provided in
sald Credit Agreement;

PR NP g NS

Application No. 41139
and

In the Matter of the Application of
CONSOLIDATED FREICHIWAYS COMPANY for
an ordexr of exemption pursuant to
Section 829 of the Pudblic Utilities
Code. '

)
)
)
)
)

In this application, filed on May 13, 1959, the Cormiss’ion
Is asked to enter orders with respect to a proposocd reorganization of

the affairs of Comsolidated Froightways, Inc., as hereoinalter set
forth.

Consolidated Freightways, Ine., is a Washington corpora-
tion which 1s engaged in business as an intorstate highway carrier
and as an intrastate carrier in Californis wndor ceréificates of
public convenilence and necessity granted by this Commission. In
addition, in order to diversify its activities, 4t has acquireé
control, through stock ownbrship, of a number of corpéfations
engaged In a variety of enterprises, substantial in aﬁoﬁnx; of a

non-carrior nature.é/

1 .
'/inrormation filed in . this proceeding shows, for the carrier and
its subsidiaries, carrier operating revenues during 1958 of
$72,189,298 and other operating revenues of %12,660,324.
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It appears éhat the Interstate Commerce Commission, which
has jurisdiction over the carrier's securlty isswes, will not permit
it to usé proceeds of its securities for non-carrier acti&itios and
that for this reason the diro&tors‘and sharcholders of the carrier
have approved a plan of reorganization whoreby the carrier and non-
carrlor operations will be separated on a corporate bésis in order to
permlt pudblic financing of such nen-carrier operations and thoroby
implement the diversification program.

In brief, the proposed plén contemplates, a3 itz end
result, among other things, the placiﬁg of the non-carrier operations
in a now Delaware corporation to be known as Consolidated
Froightways Company and the transfer of the highway operative rights
and properties, at their book va;ues, to a second noew Delaware

corporation to be named Consolidated Freight Lines, Inc.

As a part of the proposed plan, this second Delowsre
corporation (Consolidated Freight Lines, Inc.) will assume tho
obligations of the present carrier Incurred under and pﬁrsuant to g
credit agrooment with Bank of America Natiomal Trust and Savings
Association, providing for borrowings up to $27,500,000, heretofore
approved by the Commission by Decision No. S74lb, dated October 15,
1958, Decision No. 57543, dated October 29, 1958, and Decision
No. 58383, ‘dated May 12, l95§. It will assume such obligations by
& new agreement with the bank, subsfantially In the same form as
the prosent agreoment, and will incur the indebtedness ﬁ:ovidedv
therein in the place and stead of Consolidated Frelghtways, Inc., as

now authorized.

The plan of reorgsnization has been submitted to the

Interstate Commerce Commission for 1ts approval and forlauthdrization
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of the iasue and exchange of shares of stock as required tq complete
the program;g/ In the present applicatién, vwhich is now bofore us,
the assumption of ligbility, which is not included in the intefstate
Commerce Commission proceeding, is presented ror‘our'appréval'and in
Application No. L1163, filed on May 25, 1959, suthorization is sought
for the transfer of the California imtrastate operative rights. A
separate decision will bve entered'in Application No. [j1163.

As to the other new Delaware corporation, that is,
Consolidated Freightways Company, which 13 the non-carrier corporastion
under the reorganization plan, its articles of 1ncor§oration spocifi-
cally provide that it shall not engage in the dusiness of transporting
rassengers or property for compensation. The corporation,‘however,
is 2o party to tho plan, as successor to certain o: the operations'of
the present carrier, and in order to aveid any adverse eftecté; which
right follow 1L at some future timo some court should hold~that the
Commission has jurilsdiction over its security issues, it has
requested speclfic exemption from the provisibns of the Pdﬁlic
Ttilitles Code, with respect to its securitles, as provided in
Sections 829 and 853 of the code.

Article 5, Chapter 4, Part 1, Division 1 of tho Pudblic
Utilitles Code defines this Comﬁission’s Jurisdiction over the

issuance of securitiec by public utilities, and Article 6 of sald
/

2 .
_/ﬁgfter hearing before the Interstate Commerce Commission, a
Report and Order, dated March 31, 1959, was issued by the
Hoaring Examiner recormmending approval of the plan of

roorganization. This recormendation 1s pending the order of
the Commission. = :
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Chapter L, over tho transfer or encumbrance of utility property.
Section 829 of Article S reads as follows:

This article shall not apply to any person or corporation
which transacts no dbusiness subject to rogulation under
this part, except performing services or delivering com-
modlties for or to public utilities or municipal or other
pudblic corporations primarily for resale or use Iin serving
the public or any portion thereof but shall nevertholoss
2pply to any public utility if the commission finds, in a
proceoding to which the public utility iz or may become a
party, that the application of this article is required by
the public interest. The commission may from time %o
time by order or rule, and subjoct to such terms and
conditions as may be prescribed therein, exempt any public
utility or ¢lass of public utility from the Provisions of
this article 4if 41t finds that the application thereof to
such public utility or class of pudlic utility 4s not
necessary in the public interest.

Section 853 contains similar language with respect to

exemption from the provisions of Article 6.

Upon review, 1t appears to us that tho application merely
relates to an internal adjustment of the affairs of the carrier and
1ts subsidiaries and that the requested suthority will not adversely
affoct the service to the public. Accordingly, we will‘issue an

appropriate order granting applicants' requests.

The Cormission has considered the above~entitlod matter and
is of the opinion, and so finds, (1) that a public hearing Iis not
necessary; (2) that the application of Articl¢§ S and 6, Chapter “',
Part 1, Division 1 of the Public Utilitiés}Code‘to Consélidated )
Frelghtways Company 1s not necessafy in the public 1ntorest;
snd (3) that the money, property or labor to be procurod
or paid for Dy the execution of the credit agreement and evi-

dence of indebtedness authorized herein is reasonably roquired for
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the purposes specified herein, which PUrposes are not, in whole or

in part, reasonsbly chargeable to operating expenses or to income;

thoerefore,

IT IS HEREBY ORDERED as follows:

1. Consolidated Freight Lines, Inc., may assume the obliga~

tions of Consolidated Freightways, Inc., & Washington corporation,
incurred under andvpursuant to 1ts credit agreqmeﬁt with Bank of
America National Trust and'Savings Assoclation horetofore authorized
by the Commission, may enter into & credit agreamentiwith sald bank
In substantially the form of the credit agreement filed in this
proceeding as Exhibit A, and may incwr and assume inddbtedhossv
thereunder all as provided in said credit agreement Tor the'purpose
of financing oquipment purchases or for reimbursement for expendi-

tures for esquipment purchases.

2. If and to the oxtent that this Commission has or may
have Jurisdiction, Consolidated Froightways Company, a Deléware
corporation, herebdy i3 exempted from the provisions of Articles S
and 6, Chapter L4, Part 1, Division 1 of the Publiec Utilitles Code.

3. This order shall become effective on the date hereof.

Dated at San Francisco » California, this Z;‘ZL
QyA«,&

/




