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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of SYSTEM 101, a Cali-
fornia corporation, under Sectioms

i : ©
£16-830 of the Public Utilities Application No. 52593

p : Filed April 30, 1971;
Code for a permit to issue capital ( 3
stock. (Amended title.) Amended June 2 and 25, 19?1)

Knapp, Gill, Hibbert & Stevems, by Xarl X. Roos,
Attoxrney at lLaw, for applicant.

Murchison & Davis, by Donald Murchison, Attormey ..
at Law, for Auto Fast rreight, inc., Joseph N.
LeBow, dba Desert Empire Express, LaSalle
Trucking Company, California Cartage Company,
James H. Carr and Charles A. Carr, dba Carr
Bros., Oxmard Trucking Service, Los Angeles
City Express, Inc., Milton's Express, Inc.,
Swift Transportation Company, Reliable Delivery
Sexvice, Inc., Pacific Motor Trucking Company,
Delta Lines, Inc., and System 99 Express;
Russell & Schureman, by Carl H. Fritze, Attor-
ney at Law, for Brake Delivery Sexrvice, City
Iransfer, Inc., G & H. Transporcation, Inc.,
Griley Security Freight Lines, Imperial Truck
Lines, Inc., Rozay's Tramsfer, Quikway Trucking
Co., and Smith Tramsportation Co., protestants,

Edward C. Crawford, Zor the Commission staff.

System 101, a Califormia corporation, seeks an order of the
Commission authorizing it to sell, issue and exchange 204 shares of
par value capital stock, at par: 50 shares to its gemeral mamnager
and 154 shares to Unilease, Inc., a California corporation, a wholly
owned subsidiary. By second amendment applicant alleged that it had
changed its name to "System 101" by £iling om June 14, 1971, a Cer~
tificate of Amendment of its Articles of Incorporation in the office
of the Secretary of State of the State of California.

On June 29, 1971, Application No. 52593 was consolidated
with Application No. 52253 for public hearing which was held in
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Los Angeles on June 29, 30 and July 1, 1971. Application No. 52593
was submitted on July 1, 1971, subject to £iling on briefs by any
party on July 9, 1971. Briefs have been filed and Aoplication

No. 52593 is ready for decision.

The application is filed undexr Sections 816-830 of the
Public Utilitiec Code for a permit to issue at par 204 chares of
applicant’'s capital stock of the par value of $100 per share and of
the aggregate par value of $20,400 to Unilease, Inc., 2 coxporation.
Both corporations have the same management. Unilease, Inc., holds
no opexating authority issued by this Commission and does not engage
in any business subjeet to regulation by this Coumission.

Applicant is a highway common carrier operating in intra-
state and interstate and foreign commerce pursuant to certificates
of public convenience and necessity issued by this Commission and
the Interstate Commexrce Commission (Cal. P,.U.C, Decision Neo. 72375,
Application No. 45315; I.C.C. MC-129966, and MC-1299656, Sub. No. 1).
By Application No. 522532, f£iled October 15, 1970, now pending before
this Commission, cpplicant seceks an extension of its certificate of
public convenience and necessity to transport general commodities
with the usual exceptions in intrastate and interstate and foreign
commerce over xegular rouies between points in San Diego County,
California, and Salimas, California.

The consideration to be zeceived by applicant in exchange
for its stock is $10,200 in cash, and the cancellation of $10,200
indebtedness to Unilease, Inc., incurred for equipment,

This hearing was held on a common record with applicant's
highway common carrier extemsion application in Application
No. 52253. Pxotestants objected to this fimance application on the
ground that the findings in Application No. 52253 would affect the
record in this case and that the two applications should be decided
at one time on the conscolidated record.

The $10,200 to be paid in exchange for stock is to be used
for working capital. The obligation to be discharged ox refunded
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was incurred by purchase of motor vehicle operating equipment from
Unilease, Inc., at Unilease's depreciated book value.

Exhibits 20, 21 and 23 oun the consolidated record concern
this proceeding. :

The accounting treatment to be accorded this transaction
is shown in applicant's Exhibits Nos. 20 and 21, actual and pro
forma balance sheets, assuming consummation of the proposed trans-
action at December 31, 1970 and March 31, 1871. Ten thousand two-
hundred dollars cash, received for 102 shares, is to be added o
cash on nand to be used as working capital, thereby inereasing
appiricant's total current assets to $30,375, as against total lia-
bilities of $25,016. The $10,200 indebtedness to Unilease, Inc., to
be discharged in exchange £for 102 shares, will be credited as pay-
ment on principal of the umnsecured note dated October 1, 1970, pay-
able on demand in the principal amount of $15,400, plus interest at
7 percent per anmum. The principal amount of the note represents a
deprecicted book value of the equipment at $10,200, plus accrued
lease rentals of $5,180. Twenty thousand four hundred dollars, the
par value of the 204 shares, will be added to capital stock. A
Commission staff witness £rom the Finance and Accounts Division
testified that he prepared Exhibit No. 23, which shows that appli-
cant's recorded equity-debt ratie, as of March 31, 1971, was 18.4
percent, & ratio which he comsidered about “average' for highway
common carriers, and which giving ecffect to the transfer, as of
Mareh 31, 1971, would raise applicant's equity-debt ratio to 46.2
percent, a ratio which witness Braggins considered very favorable,

This application for issuance of stock is in the nature of
an amendment to applicant's financial position and should be granted
regardless of the issues iavolved in the certificate mattexr, whether
or not the application for certificate is granted. The briefs of
protestants admit that the stock issue will improve applicant's
financial position and its ability to perform its sexvices.
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The record herein does not support objections of protes-
tants to the granting of Applicationm No. 52593.
Upon comsideration of the evidence, the Commission finds

that:

1. The proposed stock issue is for proper purposes.

2, The applicant has need for the funds requested for the
purposes set Lforth in the application, whether or not the applica-
tion for certificate in No. 52253 is grented.

3. The momey, property or labor to be procured oxr paid for
by the issue of the stock herein authorized is reasomably requirxed
for the purposes gspecified herein, and such purposes are not, in
whole oxr in part, reasonably chaxgeable to operating expenses or to
income.

On the basis of the foregoing findings we conclude that
the application should be granted and the records of the Commission
should be changed to reflect the substitution of the name "System
101" Zor''Solvang Freight Lime, Inc.”

In issuing our oxrder herein, we place applicant and its
shareholders on notice that we do not regard the number of shares
outstanding, the total par value of the shares nor the dividends
naid as measuring the return applicant should be allowed to earn on
its investment in plant and that the authorization herxein given is
not to be comstrued as a £inding of value of applicant's stock or
properties nor as indicative of amoumts to be included in proceed-
ings for the determination of just and reasonable rates, The oxder
which follows is solely for the purpose of permitting applicant to -
obtain the financing requisite to avert endangering its operations
and is in no way indicative of or intended to prejudge the decision
to which the Commission shall come in Application No. 52253,

QRDER
IT 1S ORDERED that:
1. The name “Solvang Freight Lines, Inc.”" is deleted wherever

it appears on the records of the Commission and there is substituted
in place and stead thereof the name "System 101."
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2. Applicant shall comply with the provisions of Rule 6.4 of
General Order No. 80-A.

3. System 101 may issue 204 shares of applicant's capital
stock of the par value of $100 per share and of the aggregate par
value of $20,400, at par, to Unilease, Inc., a2 corporation, in
accordance with the terms and in the manner as described in this
ordex.

4. System 101 shall apply the proceeds from the sale of said
stock to the purposes set forth and described above.

5. Applicaent shall f£ile with the Commission a report, or
repoxts, as required by Gemeral Order No. 24-B, which order in so
far as applicable is made 2 paxt of this oxder. |

6. The authority to issue stock shall become effective when
System 101 has paid the fee prescribed in Section 1904.1 of the
Public Utilities Code, which fee is $50.

In 21l other respects the effective date of this order
shall be twenty days after the date herecof.

Dated at R Frwnsin~- » California, this 0’18"'}\
day of SEPTFMRER , 1971.

PUBLIG UT;LIT&ES COMMISSION
TE OF CALIFORNIA

Commissioner J. P. Vukasin, Jr., deing.
noconsorily absent, 4id not parucipau
in tho dizposition or this: proceedz.ns.

Commissionor rhom Moraa. be:.ng :
necos30rily absent, did not particzpaw
in tho disposition of this. procecding,




