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Decision No. 73371 

BEFORE T.aE PUBLIC UTILITIES CO~~SSION OF THE STATE OF CALIFORNIA 

In the Hatter of the Application ) 
of ) 

PERC"! C. FREDERICI<SEN, KENNETH H. 
FREDERICKSEN, VIVIAN E. 
FREDERICKSEN, LORN W. 
FREDERICKSEN, CRYSTAL F. ADAI'1S0N 
and VIRGINIA F. EISENBEISZ, 
Individually and doing business 
under the name of FREDERICKSEN 
T~< LINES, a partnership, to 
transfer a certificate of pUblic 
convenience and necessity to 
operate as a petroleum irregular 
route carrier, and certain other 
pUblic utility properties, to 
FREDERICKSEN TANK LINES INC., ~ 
California corporation; and of 
FREDERICKSEN TANK LINES INC., to 
acquire such certificate and 
utility properties and to· issue 
convertible promissory notes, 
security Clg'recment and stocJ<:. 

) 
) 
) 
) 
) 
) 
) 
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) 
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OPINION - ...... _- .... _-

Applieation No.. 4974.3 
Filed October lS, 1967 

This is an application for an order of the Commission 

(1) authorizing Percy C. Fredericksen, Kenneth H. FrederiCksen, 

vivian E. Fredericksen, Lorn Ttl.. Fredericksen,. Crystal F. Admnson 

and Virginia F. Eiseribcisz to sell and transfer their petroleum 

irregular route carrier certificate of pUblic convenience and 

necessity, together with related assets of their partnorship, 

to Fredericksen Tank Lines Inc., and (2) authorizing the latter 

(a) to assume outstanding indcbtedncs~, (0) to issue $l48,886 

aggregate principal amount of notes, (c) to issue and sell 
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$131,886 aggregate par value of capital stock, and Cd) to execute 

and deliver a Security Agreement. 

Pursuant to authority granted by Decision No. 6880S, 

d~tcd ~rch 30, 1965, in Application No. 47314, the partners 

acquired a certificate of public convenience and necessity 

authorizing them to operate as a statewide petroleum irregular 

route e~ricr. In Exh~it F, attached to this application, the 

partners show ~ gross profit of $198,sa8 for the first six months 

of 1967, and a corresponding net income of $24,161. The assets 

and liabilities of the p~tnership as of June 30, 1967, as sc~ 

forth in said Exhibit F, are summarized as follows: 

Assets 

Current assets 
Fixed assets less allowance for 

deprociation 
Other assets 

'rotal 

Liabilities 

Current liabilities excludin~ notes 
payOlble 

Notes payable - equipment 
Capital 

Total 

$209,770 

146,,998 
3,.656 

$,360,424, 

$167,893 
5-2,.919 

139,,612 

$360,424 

Fredericksen Tank Lines Inc. is a'California corporation 

orqanized on or about July 27, 1967. Its Articles of Incorporation 

provide for a capital stoCk authorization consisting of 131,386 

shares of the par value of $1 each and the aggregate par value 

of $131,836. 
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Exhibit 8, ~ttached to the application, is a copy of 

an Agreement dated July 28, 1967, to which the a~plicants and 

the corpor<:l:l:ion I s proposed shareholders are the parties ~ 'l'hc 

partners have agreed to sell ~d trans for to the corporation 

all of their interest in the partnersh~p, subject to its 

liabilities, for a total price of $l31,386, payable in the 

fOl:ms of cash, notes and stoel: in the aggrcgate amoun'l:s of 

$22,000, $9S,SSG and $11,000, rO$pcctiv~ly. 

In addition to the $11,000 aggregate par value of 

capital stock, the corporation proposes to issuc and sell 

22,000 shares, at par for cash, for the purpose of obtaining 

the $22,000 for meeting, in p\lrt, said purchase price. Tho 

promissory notes aggregating $9C,8S6, which the corporation 

contc..'Uplates issuing in connec'tion with the acquisition, would 

eon~ist of five convertible notes repayable in ag9rcsatc monthly 

installments of $2,000 including principal and interest at the 

rate of 6% per annum. In the cvent of default, a note holoer 

would have the option of (a) converting his or her note into 

shares of the corporation's capital stock at the rate of one 

share per $1 of the remaining unpaid balance of thc'principal 

runount of the note and accrued interest thereon, and (b) 

purchasing for $1 one additional share for eaCh $1 already 

p~id on the principal o~ the note. 

For the purpose of o'b'ta.ining funds to liquidate an 

existing indobtedness in favor of Bank of America National 

Trust and Savings Association incurrce 'by the partnership 

for equipment, the corporation proposes to execute and deliver 
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a Security Agreement and to issue a short-ter.m note in favor 

of Crocker-Citizens National B~' in the principal ~ount of 

$50,000 bearing interest at the rate of 6-1/~/o per annum. 

Generally, this commission does not loo!, 'Wi'1:h favor 

upon the creation of a relatively large indebtedne~s ~s a 

result of a transfer. However, in view of the circumstances 
, 

set forth in this proceeoin9' '\Ilhereby the utilization of con-

vertible notes would result in the elimination of such 

indebteQness in the event of default, we have no objection to 

the genoral ter.ms of the proposed transfer as it pert~ins to 

a petroleum irregular route carrier. 

The Commission has considered this matter ~d finds 

that: (1) Section SlS of the PUblic Utilities Code prohibits 

the issuance of stock by a pUblic utility for a purpose reason­

ably ch~9cable to operating expenzes or to income; (2) the 

proposed transactions will not be advcr~e to the pUblic 

interest; (3) the money, property or labor to be procured or 

paid for by tl'lc issue of the stocl, Olnd notes hcrein authorized 

is rca~onably required for the purposes specified herein: and 

(4) such purposes are not, in whole or in part, reasonably 

ch~gcable to operating expenses or to income. A public 

hearing is not necessary. 

On the basis of the foregoing findings we concludo 

that the application should ~ (a) denied, insofar ~s it seeks 

authority to issue stock for accrued interest in the event of 

default in repaying convertible notes and \~) ~&anted in all 

other respects. 
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The action taken herein shall not be eons trued as a 

finding of value of the properties to be transferrod. So far 

as the rights are concerned the authorization herein granted 

is for the transfer of the petroleum irregular route carrier 

certificate of public convenience ~nd necessity .only. Any 

transfer of permitted operative ri9hts must be tho sUbject 

of a separate application or applications. 

The order which follows will provide for, in the 

event the transfer is consummated, the revocation of the 

cortificate presently held by Percy c. Frodericl~sen, Kenneth 

H. Frederieksen, Vivian E. Fredericksen, Lorn w. Frederickson, 

Crystal F. Adamson and Virginia F. Eisenbeis:, doing business 

as Fredericksen Tank Lines, and the issuance of ~ cortific~te 

in appendix for.m to Frederick~cn ~ank Linos Inc. 

Fredericksen Tacl~ Lines Inc. is hereby placed on 

notice that operative rights, as such, do not constitute ~ 

class of property which may bo cnpit~lized or used as an 

element of value in rate fixing for any amount of money in 

excess of that originally paid to the State as the consider­

ation for the grant of such rights. Aside from thoir purely 

permissive aspect, such rights extend to the holder a f~ll 

or partial monopoly of a class of business as ~ petroleum 

irregular route carrier. This monopoly feature may bomodified 

or canceled at any t~c by ~c State, which is not in any 

respect limited as to the number of rights which may be 

given. 
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IT IS ORDERED th~t: 

1. On or after the effective date hereof and on or 

before June 30, 1968, Percy C. Frcoerickscn, Kenneth H. 

Freoeric1~scn, Vivian E. FrcdericJ(sen, Lorn W. FredericJ~sen, 

Crystal F. Adamson and Virginia F. Eisenbcisz may sell and 

transfer, and Frederickson 'l'Qrik Lines Inc. m~y purchase and 

acquire, the petroleum ir:egular route carrier certific~te of 

pUblic convenience and necessity and other assets referred to 

in this proceeding. 

2. Fredericksen 'l'anJ~ Lines Inc. may assume the 

li~ilities and obligations rcfer~ed to in the application 

ana, for the purposes specified in this proceeding, may issue 

its notes in the aggregate principal amount of no't exceeding 

$143,Z3S, and may execute and deliver a security Agreement, 

which documents shall be in tho sarno form, or in.suostantially 

the same form, as those attached to the application with the 

deletion of "and accrued interest thereon" from line 10 of 

p~ge 36 of Exhibit B. 

3. Frcderici(.sen Tank Lines Inc., for the purposes 

set forth in this procecdin9, other than accrued interest, 

m~y issue and sell not exceeding 131,886 shares of its $1 

par value capital stoc1( • 

..::, - Frede'ric:kscn 'I'anl~ Lines Inc. shall file with 

the Commission a report, or reports, as required by General 

Oraer No. 2(.-B, whidl order, insofar as applic~lo, is hereby 

made a part of this order. 
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5. Within thirty aays after the consunwation of the 

transfer herein authorized, Fredericksen Tank Lines Inc. shall 

notify the commission, ·in writing, of that fact and within said 

period shall file with the Commission a true copy of any bill of 

sale or other instrument of transfer which may be executed to 

effect said transfer. 

G. Fredericksen Tank Lines Inc. shall amend or reissue 

the tariffs on file with the Commission, naming rates and rules 

governing the petroleum irregular route carrier operations herein 

to show that it has adopted or established, as its own, ::aid rates 

and rules. The tariff filings shall be made effective not earlier 

than thirty days after the effective date of this order on not 

less than thirty days, I notice to the Commission and the public, 

and the effective date of the t~iff filings Shall bo concurrent 

with the consummation of the transfer herein authorized. ~e 

tariff filings made pursuant to this order shall comply in all 

respects with the regulations governing the construction and 

filing of tariffs set forth in the Commission's General Order 

No. SO-A. Failure to comply with and observe the provisions of 

General Order No. SO-A may result in a cancellation of the 

operating authority granted by this decision. 

7 • On or before the cnd of the third month after the 

consummation of the transfer as herein authorized, FrederiCksen 

Tank Lines Inc. shall cause to be filed with the commission, in 

such for.m as the Commission may prescribe, an annual report, or 

reports, related to the operations of the sellers for the period 

commeneing with the first day of the calendar year in '.olhich the 
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trans£er. 

s. In the event the transfer authorized in PZ1%'agraph 

No. 1 hereof is consummated, a certifieate of public convenience 

ane necesci ty is granted to Frederic:J~sen Tanl~ Lines Inc. author­

izing it to operate as a petroleum i~regular route cZ1%'rier, as 

defined in Section 214 of ~1e PUblic Utilities Code, and as 

provided in Appendix A attaChed hereto and made ~ ~art horoof. 

9. The certificate of public convenience and necessity 

granted in Paragraph No. e of '~is order shall supersede the 

certificate of public convenience and necessity acquired pursuant 

to authority granted by Decision No. 6880S, which certificate is 

revoked effective concurrently wi~1 tho effeetive date of the 

tariff filings required by Ordering Paragraph No.6 hereof. 

10. In providing service pursuant to the certificate 

herein granted, Fredericksen Tan!, Lines Inc. shall comply with 

and observe the following service regulations. Failure so to 

do may result in a c~cellation of tho operating authority 

granted by this decision. 

(a) il7ithin thirty days after the effective date 
hereof, FredericJ~sen Tank Lines Inc .. shall 
file a ~~itten acceptanee of the certificate 
herein granted. Frec1eric1~sen Tank Lines Inc .. 
is placed on notice that, if it accepts the 
certificate of pUblic convenience and necessity 
herein granted, it ~'lill be required, among 
other things, to comply with and obscrvothe 
safety rules of the California Highway P~trol 
and the insurance requirements of the 
Co~~i5sion's General Order No. lOO-D. 
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(0) Frederieksen Tanl: Lines Inc. shall maintain 
its accounting records on a calendar year 
basis in conZor.mancc with the applicable 
uniform. Systcmof Accounts or Char'/: of 
Aecounts ~s prescribed or adopted by this 
Commission and shall file with the Commission, 
on or before March 31 of each year, an annual 
report of its operations in suCh form, content, 
and number of copies as the Commission, from 
time to time, shall prescribe. 

ll. This application is denied insofar as it seej~s 

authority to issue stock for 3ccrued interest. 

12.. ''nlis orclcr shall become effective when Fredericksen 

Tan), Lines Inc. has paicl t.."'e fce prescribed by Section 1904 (b) of 

the Puhlic Utilities Code, whi~l fcc is $149 .. 

Dated at __ ~&~an~Fr~~~n~e~~~e~2~ ______ ~, California, this 

:;. ()I day of __ -:'IO;.;.;:;...;.Y_EM~Bi:.lIo'EJ..l.R ____ -..J' 1967. 

\ 

) 

CSl.oent 

... / 
-', .,/ 

, ',. / 
.~ ..;;, 

...... '--' 

CommisSione~ William M. Bennott p boing 
no¢e~Oar11y eb~ent. 414 not pnrt1cipat~ 
in th.o 41s1)Os1 tion or this procoeding., 
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Frocorickscn T~t Lines Inc., by the certificatc of 

pUblic convenience and necessity gr~ted in the decision notec 

in ~le margin, is authorized to operate ~s a petroleum irregular 

route carrior for the transporta'l:ion of petroleum and pctrolo'lJItl 

products in tank trucl~$ and tM!~ trailers between all points 

and places in the State of California. 

Whenever Fredericksen 'l'anl~ Lines Inc. engagos other 

carriers for the transport~/~ion of property of Frederiel~scn 

'l'ank Lines Inc., or customers or suppliors of said corporation, 

carrier sr_~ll not pay such other carriers rates and chargcs 

less than the rates anc charges publishcc in said carrier's 

tariffs on file with the Commission. 

(End of Appendix A) 

Issued by California Public u~ilities Commission. 

Decision No. 73371 , Application No. 49743. 


