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Decision No. __ 5_8_5_4_6 __ _ 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
CONSOLIDATED FREIGRT LINES·, INC .. , a : 
Delaware corporation, for an order ) 
authorizing it to assume indebtedness, : 
enter into a modification or Credit ) 
Agreement with BANK OF I~ICA NATIONAL: 
TRUST AND SAVINGS ASSOCIATION and incur) 
and assume indebtedness as provided in : 
said Crodit Agreement; ) 

and 

In the Matter of the Application of 
CONSOLIDATED FREICHTTITAYS COMP A:NY tor 
an order of exemption pursuant to 
Section 829 of the Public Utilities 
Code. 

--------- ... ~---- ......... - .... -

OPINION 
~ ..... -- ..... - ........... 

· .. 
) 
· · ) 
· .. 
) 

· · ) 
· .. 

Application No. 41139 

In this applica.tion,. tiled on May 13,. 1959, the Co:mmission 

is asked to enter orders with respect to a proposo~ reorganization or 

the atfairs or Consolidated Freightways, Inc., as heroinC"ter sot 

forth. 

Co~olidated F.reightways, Inc., 1$ a Washington corpora­

tion which is engaged in business as an interstate highway carrier 
. 

and as an intrastate carrier in California under cert1f1cates or 

public convenience and necessity granted by this Commiseion. In 

a.ddition, in ord.er to diversity its activities" it htJ.~ acquired 

control, through stock ownership, of a number of corporations 

engaged in a. variety or enterprises, substantial in amount ... or a. 

non-carrier nature.lI 

llIntormat1on tiled 1n.th1s proeee11ng sbows, tor the carrier and 
its .sub:id1aries,. carrier operating revenues d'UX'ing 1958 or 
$72,189,.298 and other opera-tins revenues or ~;;12,.660,.324. 
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It appears that the Interstate Commerce Commission" which 

has jurisdiction over the carrier's security issues~ will not per.m1t 

it to use proceeds of its securities tor non-carrier activities and 

that for this reason the directors an1 sharoholders or the carrier 

have approved a plan of reorga.nization wher"by the carrier a.nd non­

carrier operations will be separated on a co~orate basis in order to 

permit public financing of such non-carrier operations snd thoreby 

~plement the diversification progr~. 

In brier, the proposed plan contemplates~ as it~ end 

result, ~~ong other thing~, the placing or the non-carrier operations 

in a new Delaware corporation to be known as Consoli1atod 

Freightways Company and the transfer of the highway operative rights 

and properties, at their book values, to a second new Delaware 

corporation to be ruuned Consolidate1 Freight Lines, Inc .. . 

As a part of the proposed plan, this second Delaware 

corporation (Consolidated Freight Lines, Inc.) will assume tho 

obligations ot the present carrier incurred under and pursu~t to a 

credit agreement with Bank or America National 'I'rust and Savings 

ASSOCiation, providing tor borrowings up to $27,500~ooo" heretofore 

approved by the CommiSSion by DeCision No. 57446, dated October l5" 

1958, Decision No. 57543" da.ted October 29, 1958, and DeciSion 

No. 5838,3, 'dated May 12, 1959. It will assume such obligations by 

a new agreement with the bank" substantially in tho same torm as 

the pro~ent agreemont, and will incur the indebtedness provided 

therein in the place and stead of Consolidate_d Fre1ghtways" Inc., as 

now authorized. 

The p1~ of reorganization has been submitted to the 

Xnter~tate Commerce COmmiSSion tor its approv~l and tor authorization 
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or the issue and exchange of shares or stock as required to complete 

the progra:m..Y In the present application, which is now bofore U~. 
the assumption or liaoility. which 1~ not included in the Interstate 

Commerce Commission procee~ing, is presented for our approval and in 

Applica.tion No. 41163, riled on May 2$, 19$9', a.uthorization is sought' 

for the transfer of the California. intrastate operative rights. A 

separate deCiSion will be entered in Application No. 41163, • 

. 
As to the other new Delaware corporation, that is, 

Consolidated. Freightways Company, which is the non-carrier corporation 

under the reorganization plan, its articles or incorporation spec1f1-

cally provide that it, shall not engage in the business 01" transporting, 

passengers or property for compensation. The corporation, however, 

is a party to tho plan" as successor to certain 01" the operat'1ons of' 

the present carrier, and in order to' avoid any adverse e:f'tects~ which 

might follow it at ~ome future t~e some court should hold that the 

Coram1ssion has jur'1sdiction over its security issues, it has 

req,uested specific exemption from the provisions of the Public 

Utilities Code, with respect to its securities, as provided in 

Sections 829 and 8$3 or tho code. 

Articlo $, ChApter 4, Part 1. D1vi3ion 1 of tho Pub11c 

Utilities Code defines this CommiSSion's jurisdiction over the . 
issuance or securitie::: b'Y public utilities, and Article 6 0'£ said. 

y 

I 

After hearing beforo the Interstate Commerce Commission, a 
Report and Order, dato~ March 31, 19$9, was issued by the 
Hearing Examiner recommending approval of the plan of 
reorganization. This rocommendation is pending tho.ordor 01" 
tho COmmission. 
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Chapter 4, over the trans!'er or enc\Ullbrsnce of utility property., 

Section 829 01" Article. 5 reads as follows: 

This article shall not apply to any per~on or corporation 
which transacts no business subject to regula.tion under 
this part, except perro~ng services or doliver~g com­
mo~ities tor or to public ut1l1tios or municipal or other 
public corporations primarily for reoale or u~e in serving 
the public or any portion thereot but shall nevertheloss 
apply to any public utility if the commission tinds, in a 
proceodin~ to which the public utility is or may become a 
party, that the application or this article is required by 
the public interest. The commission may from t~e to 
time by order or rule, and sub joct to such terms and 
conditions as may be prescribed therein, exempt any public 
utility or class 01" public utility from the provisions of 
this article it it finds that the a.pplication thereof to 
such public utility or class of publiC utility is not 
necessary in the public'interest. 

Section 853 contains similar language with respect to 

exemption trom the provisions of Article 6. 

Upon review, it appears to us that tho application merely 

relates to an internal adjustment of the affairs of the carrier and 

its subsidiaries and that the requested authority Will not adversely 

affoct the oe~'ice to the public. Accordingly, we will issue en. 

appropriate order granting applicants' requests. 

o R D E R - ..... --- ... 

The Co~ssion has considered the above-entitled matter and 

is of the op1n1on, and so tind.s, (1) tha.t a public hearing 1,$ not 

necessary; (2) that the application of Articles 5 and b, Chap tor 4, 

~art 1, Division 1 or the Fublic Utilities Code to Conso11dated 

Fre1g.b.tways Company is not necessary in the public 1ntorest; 

and (3) that the money, property or labor to be procured 

or paid tor by the execution or the credit agreement and evi­

dence or indebtedneos a.uthorized herein 1$ reasonably ~oqu1ro~ ~or 
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the purpO~03 specifiod hore1n# which purpo3e~ are not, in whole or 

in part# reasonably chargeable to operating expenses or to income; 

therefore, 

IT IS HEREBY ORDERED as follows: 

l. Consolidated Freight Lines, Inc., may assume the ob11ga­

tions of Consolidated Fre1ghtways, Inc., a Washington corporation, 

incurred under and pursu~t to its credit agreement with Bank of 

America National 'l!rust and Sa.vings AssOCiation heretotore authorized 

by the COmmiSSion, 'J:rJAy enter into a. credit agreement with sa11! bank 

~ sUbstantially the fo~ of the credit agreement filed in this 

proceeding as Exhibit A, and. may incur and assume indebtedness 

thereundor all as provided in said credit agreement for the purpose 

of financing equipment purchases or tor reimbursement tor exPendi­

tures tor e~uipment purchases. 

2. If and to the extent that this CO%llXll1ssion has or may 

have jurisdiction, Consolidated Fre1ghtways Company, a Delaware 

corpora.tion, hereby is exempted from the prov1s1ons ot: Articles 5 

~d 6, Chapter 4# Part 1, DiviSion 1 or the Public Utilities Code. 

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

Dated at SlIoIl Frnnci~ 

day of 0 (/41d , 1959. 

I 
, California, this ~ 
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