
.',,;':', 
~, , 

, " 

:' ',',' I' i /', 

69062 Decision No,;., ________ _ 
~" ' 

~~'~~Wllt, 
, ' ' , , 

BEFORE THE POBLIC 'O'rILITIES~ COMMISSION OF '1'HE S'I'A'I'E OF' CA::.IFORNIA, :1 ",' 

In the Matte::,:, of ,the Application ) 
of ASSOCIATED FREIGHT LINES, a' ) 
california corporation.,. for ) , 
authority to: exce".lte a ,,', ) 

Application ,No .. , 4754S 
'Filea May': 3., , 1965-, ~ 

promissory note ,and credit and ) 
seeurl., ,,"ty, agreemen, ' , ,ts.' l ...;.-_____________ --.1) 

~ , 

, ~: ' 

Associated Freight Lines has filed this application' 

requesting au·l;horizat.ionfrom the, Commission (1) ,to- execut~~ 'a 

cre~t Agreemen~ ana a Security Agreemcm.t-withBal'lk, o~'.Americ'a. ;i::' 

National '!'rUst and savings Association, (2) to, issuo "'a $530, 000 

promissory no'tc pursuant ,to the ,terms of said' a9X'eement~~" and:~ 
'" . , " ' " ,', '" ." 

(3) to execute an Acceptance of, Suborain~,:i:ion, A9'X'eement~;" ,', 

",", 

Applicant is 'a california-cOrporation' enga9'ea:',iD. 
, ' ,~. " 

businoss as a highway common carrier of, generalconunodities, 

"With certain exceptions, between various points '.in,' central' 

and southern california. I't alSo. conducts, operations,\lnder, 

permits issueQ by this Conuuission" and is, subject' to- the 

jurisdietion of the Interstate Commerce' Commission,,; For 

the year, 19r~, the company reports gross operating revenues 

of- $3,090,935 and ne't income of, $IOS-,30S.. 
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The appl.i:cation· shows' that. Assoeiated.:Frei9ht ,Lin~s':- /':'.' 

and its nonutility '::~filiate,ArrOw Delivery Company, have" ,. . 
, ' , . 

arranged ,to enter into a Credit Agreement, jointly and ". 

severally ... with ·Bank of nterica National, TrUst .. and . savings 

Association in order to obtain funds for refinancing equipment 
. 'I 

obligations, paying current liabilities ana increasing,w:Orking.. 
, • r " 

capital...: It is, alleged' tha·~ ArroW'. Delivery co~pan~~is: a 
" 

Califol:n.ia corporation controlled by principal .. s·tockholders. 
'.. . ' . . 

of applicant and that a substantialportio~of' the. affiliate 's 
" ' 

properties is leased to and used· in '~ppli~ant~~o~rat'ioni_ 
", " -j " -, 

Both companies are' collectively referred, toast-i.e· borrower 

in the' credit Agreement" a copy of which is . ~ttached':'·t<> .. :t..""~,:: ," 
application as ExbiDit A .. ::: 

'l".b.e· agreement generally provides ,for banJ(',loansnot' 

to exceed an a9gr~9'ate''principalamount of$S30,;OOO, or:'l~wer 
.' < • • • • ' 

limits governed by specific conditions, and., it· allows the 

borrower t~'~borrow, prepay and::reborrow withinth~:~t.s, 

s<> specifie;:3 ~ject toa' fee .of one":fourth of'l%,per~aMum i .... . " , 

on the daily average unusec9 amount of, the co~tmeD:c.~ ,'$aiel 

agreement r~:::quires the borrower to, issue' as: e~iderice' of'.the .. 
. . ."', ' .. 

eredi t. a two-year promissory note in the principaimnount·'· 
• ' • • ,. • I • 

,",' 

of $530,000, bearing'interest at. the rate of; 70-': per annum,' 

and to h~ secured by a S~curity Agreement. The bOrrower will 

be required: also to pay interest only~nthe actu~:~ounts' 

ou~sta:o.d~9' anc9 to repay princlpal,£n 'amounts .. actuat.:tyadvan.ced 
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pursuant to'te%lUS of the CreCiit Agreement, whiehfurther,cempels 
I'" " 

tbe borrower to execute an Acceptance of SubOrdination 'Agreement. 

AecorCling to. the application, $316,604 ,of.the "funds., 
'. '. I , 

to be receiveCl, from the bank will be' applieQ~towarQrepayxnent ' 

of all outstanding- equipment oblig-ation~. of app~ican'~; and,-.;i ts . 

affiliate, MrCM Delivery Company. Part of' 'applicant's' current 
: ~ . . ~ 

liabilities will be liquicated with $150,,944' ,of": the" loan:pro-,:' 
, ,,' I. " 

... r" 

c:eeds and the balance will be uSeQ for working'capit~ , 
> ' 
'I.'" 

principally by applic~t., 

Assoc:iateO Freight' Lines asserts that tlle proposed,' 

refinancing of its equipClent 'obligations will provid~, sub-, , 

stantial savings by reducing:. the effective interest 'rate:: from , 

approximately 7 ... 9''' to 7%-, on outstanding, debt ,incUrred,for 

acquiring ~pnent... It' repor'cs, that ArrCM' 'DeliverY' Company 
, , 

willune a portion of the loan proceeds to refinanceequ£pment·' ' 

Obli;~Ons related· to. unit~~easea to:Associated'·Frei9htL'ines. ' 

, Applicant alleges further tha't, the availability, of fund$und~r 
, ;,','" " 

the Credit Agreement will enable it (a) to take aClvantage< of" 
I , ,'. 

cash discounts, . (b) . to avoid carrying charge'penalties,fo:cnerly. , 
. .' . . 

incurred.becau~e of insufficient working capital, and' (c). to' 

improve ·its financial condition;· ' and stability ... . ' , .' 
, ..... 

The Commission ha.s considered. this matter ~d; .finds, 

that: (1) the proposed note issue ·i5 for p:z:.oper'pur:t>Oses:, ' 

(2) the money, property or labor, to·beproeured.or.paid for 
'", . ,"' ::-""'-~. 

by the issue of the note herein authorized' is rea.sonably 
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required for' the pu.."'POses specified herein: 
'. 

and (S).sueh . 
. ,' -J,. '. 

purposes are not, in whole or in part, reasonably chargeable' 

to operating expenses or to income. On the 'basisof'l:hese 

finding's we conclude that the application shoulCl·. be g.r~te(l. 

A public: hearing is not necessary. 

~'. , . 
~/ 

ORDER ...-_--_ .... 
IT IS· ORDERED that: 

., 
l. For the purposes. specified in thl.s.proceeding,' 

Associated Fr~i9ht Lines! jOintly and' severally withArraw 

Delive:y Company, may execute a credit Agreernentand; ... 
. , " . . 

pursuant to sueh. agreement" may issue a prom:.tssorynote in . 

the principal amount of not to· exceed' $530, 000; and:m~~t 
. '. 

. ' 

execute a Security Agreement and' an Acceptance of 
• • • • I. • 

Suborein.ation Asreement. Said documents:shallbe intbe, 
'. ",' 

sa:ne£oxm, or in substantially -::.he·· same .form, as 'chose i 

;lttachcd to the application •. 

2. Associated Freight Lines shallfl.le. Wi.th .the 

COl'MUi::si.o:c. a report, or reports, as required by General 

Order No. 24-B, which order, insofar as: applicable,.:. is 

hereby made a part of· this orCler •. 
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3. This order shall become effective when .ASsociated 

Freight Lines has paid the fee prescribed by Sec:tion,'1904(b) . 

of the Public Utilities Code, which fee is $5030.' 

LoS. A wo-lea . i Datea at _____ ..-_"""'6_~ _____ ...J~ Call-forn 'a" 

this I ~ day of _ ..... ~~ __ . ......,._' _____ ~ 1965~', 
/ 

: , \ 

Comnu.ssl.oners,' 
• 'Ii " , 
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