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Decision No. 87478 June 21, 1977 

BEFORE nm PUBLIC urnITIES COMMISSION OF 'mE STAtE OF CALIFORNIA 

Lee G. Gale, an individual, 

Complaine.nt, 

V's. 

Kenneth Teel, Martha Anne 
Tee 1 and David L. Ray, 
individuals, 

Defendsn:s. 

In the Matter of the Applica
tion of KENNETH !EEL and 
~THA ANN TEEL, individuals, 
to control PYRAMID COMMOD !TIES, 
a corporation and a cement 
carrier and highway permit 
carrier. 

Case No. 10227 
(Filed December 30, 1976) 

Application No. 57121 
(Filed March 3, 1977) 

Karl K. Roes, Attorney at Law, for 
complainant and protestant. 

Fulop, R.olston, Burns & McK1ttr1.ch, 
by Bruce J. Lurie! Attorney at Law, 
and Russell, Sch'Uretnan, Fritze & 
Hancock, by Robert W. Hancock, 
Attorney at Law, for defendants and 
applicants Teel. 

Ronald G. Ress, A:torney at Law, for 
defendant David L. Ray. 

IN'l'ERIM OPINION 

In C .10227, the complainant Lee G. Gale (Gale) alleges 
that as of January 1, 1973, he owned 150 shares of the stock of 
Pyramid Commodities, (Pyramid) a corporation, a certificated public 
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ut1l1ty cement carrier, which 150 shares were the entire outstand
ing stock of the corporation.. On January l~ 1973 he and dte 
d~fcndant KeQne~h Teel purportedly entered into a stock purchase 
agreement) a copy of which is a ttachcd to the compla1nt as Exhibit 

A. By that agreement, Gale purportedly agreed to sell and the 
defe~dant Kenneth Teel purportedly agreed to purchase 50 percent 
of all of the issued and outstanding shaxes of the capital stock 

of Pyramid owned by Gale. The purported stock purchase agreement 
was approved in writing by the defendant Martha Ann Teel, the wife 
of Kenneth Teel. 

Gale alleges tha t ~he purpo:c"ted s tack purchase agreement 
failed to provide ~hat the agreement and seock transfer contem
plated were subject to the prior approval of this Commission under 
the provisions of Section 854 of the Public Utilities Code (Section 
854); he, in the misteken belief that the agreement was valid and 
biDding, endorsed 75 shares, or 50 percent of all the issued and 
outstending shares of Pyramid to the defendant Kenneth Teel; and 
Kenneth Teel thereupon surrendered the shares to the corporation 
for cancellation, and caused the corporation to reissue 75 shares 
to him in his nacc. Gale alleges that the purported transfer and 
the defendan~ Kenne~~ Teel's p~ported acquisition of the shares 
constituted a direct or indirect acquisition of control of 
Pyramid, and was done without first securing authorization from 
this Commission to do so under Section 854 and was void. Gale 
does not allege that Kenneth Teel "acquired" Pyramid by acquisi
tion of the stock. 

The complainant also alleges that the defendants Kenneth 
and Martha Ann Teel (Teels) filed an action in the superior court 
of the State of California, eounty of Los Angeles, naming Gale 
and Donna L. Gale, his Wife, as defendants in that action, 
seeking the voluntary or involuntary winding up and dissolution 
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of Pyramid under Sec~1on 4650, C~ seq., of ~he Corporat1oC$Codc; 
and have further caused the superior court to issue its order 
under Section 4656 of the CorporatioasCode 8ppoin~1ng the defen
dant David L. Ray (Ray) as a receiver to take over and manage the 
business and affairs of p>~=ami~ for the purpose of winding up 

and dissolving ~~am~d. ~~sue~: to ~he acthority of the superior 
cou:t, Ra.y has asst::ilcd co::r:.:rol of the bus;.:less a.nd a.ffairs of 
Pyramid, has ousted Gale fro:n control of that company, hz.s eaused 
t~e company to cease all h~~w~y c3--ri~r op~rat1ons !n=luding 
its cem~n~ ce.l.'"ricr operat1c~$, has caused certain of its assets 
to be sold ~t ?vbli~ aucticn, h~s failed, refuscci, a~ neglected 
to pey prem:1.:: .• ""Q3 c';.le or abo.~.:: to becon:e d:'tc on Pyramid's public 
liability and property dam.:-:.ze insur~i:i.ce cover.::ge, acd ha$ c.:.usca. 
other datllase to PY:'2.r.l!d. 

~~le szeks Gn order =eq~irf:g the Teels to sur=ender to 
him all sr..a.res of stxk a:ld stock ce!'tifi.~tes held b7 th~m in 
Pyraoid for can~el~tion ~~on ~~e books a~d records of ~bat cor
poratioll; to enjoin .'!~"l~ r~~i'train the 'reels and each of ~hem and 
o~der them to cease acd dc~~st from performing any act or doing 
anj'th!ng in. control or man.:l:,;~me~t o·,,"er tho!! business or affairs of 
Pyra~~.d; an order reC!,c:tri:.g the Teels to Oln:end their complaint 
on file in ti:le c~~erior COI.:J.t b1 discla1m::""lS any and all rights 
~s a s~ure~older or sh&renc:de=s of ~3m!e and to dismiss any 

and ~11 eauses of aetion in th.3.~ complaint for the winding up or 
dissolution of Pyram~d. 

Gale al~o seel~ an order rc~uiring the receiver &ay to 
cease and d~sist from any and all acts of dominion or control 
over the business and affairs of Pyramid in the winding up or 
dissolution of the affairs of that corporation or otherwise; and 
an order enjoining, restra1::Ling.. and prohibiting Ray from. assuming 

-3-



C.I0227, A.S7121 IV 

the management, ownership, or control, as t=ustee, or receiver, 
or otherwise, of any public utility in this state operating under 
the jurisdiction of the Commission unless and until he shall have 
first secured Commission authorization; and to order Ray to re
turn and su--render forthwith into the possession and cont~ol of 
Gale all ~ssets of whatever kind or nature of Pyramid now in his 
possession or under his supervision or control. 

Section 854, added in 1971, provides: 
"No person or corporation, whether or aot 
organized under the laws of this State, shall, 
af~er the effective date of this section, ac
quire or control either directly or indirectly 
any public utility organized and doing business 
in this Sta te without first securing authorization 
to do so from the Commission. Any such acquisition 
or co~:rol without such prior authorization shall 
be void and of no effect. No public utility 
organized and doing bus !ness under the laws of this 
State shall aid or abet any violation of this 
section. " 

In A.57121, the applicants Kenneth and Martha Ann Teel 
(Teels) seek authority, pursuant to Sections 854 and 3551 of the 
California Public Utilities Code, to acquire 50 percent of the 
issued and outsbndtng common capital stock of Pyramid, and that 
such authorization be made effective as of January 1, 1973. In 
addition, they r.ave filed a motion to dismiss the application on 
the grounds that such authority requested therein is not reQuired 
under the provisions of Section 854 or 3551 where the purchaser 
of stock of a public utility or highway permit carrier seeks to 
purchase less than a majority of the outstanding cOtmnOQ capital 
stock of a corporation from one who owns 100 percent of such stock. 

Section 3551 is the same as Section 854 except that the 
former applies to '~ny highway carrier" whereas the latter applies 
to "any public utility". Pyramid is a public utility and is 
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subject to the provisions of Section 854, so it is not necessary 
to consider the effect of Section 3551 in this matter. 

A hearing was helel before Examiner James D. Tante in 
Los Angeles on April 19, 1977 at which time the defendants Teels' 
motion to dismiss the complaint, ~~e protestant Gale's motion to 
dismiss the epplic3tion, and the Teels· motion to dismiss the 
application were considered; and the motion of the Teels to 
continue the hearing to a later date was granted over the objec
tion of Gale and the hearing was continued to 10:00 a.m. June 14, 
1977 in Los Angeles. Tne attorney for the Teels was ordered to 
give notice of the continuance. The parties we~e a~:hori:ed 
to file conc~cnt briefs on or before Apr~l 26, 1977. 

there wcs no objection by any pa=ty pr~sent so A~S7121 
w~s cc~sol~d~tecl wi~ C.10227 for all pu:,oz~s. 

The attG~ey for the reels mece e ~t!o~ to coct!nue the 
hC3.ri:lg to 1"11 3, 1977 stating that he was e:lg..1.z~d in tri.:?l in 
tne c";ii7.r~o:-: court and had b~en so engaged for t:.'le pes t 72 tr:tal 
days. ~ae attorney for Gale resisted the motion and stated that 
he would not be available until June 14, 1977. The motion was 
granted anc :~e hearing was continued to J~e 14~ lS77 as set 
forth li bo,,.e • 

The '!eels made a motion to dismiss the complc.int Olnd 
their application on the theory that the complaint does not state 
facts sufficient to constitute a cause of actio~and the appli
cation for the approval of :he transfer of 50 percent of the 
stock by Gale to the 'reels where Gale retained t~le o'ti;!c:r 50 

percent was not required by the provisions of Section 854. Gale 
made a motion to dismiss the application on the ground that if 
all the allegations contained therein were true the Teels would 
not be entitled to .the relief sought. The Teels' request to 
refer the motions to the Commission for decision prior to further 
bearing was granted. 
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At the request of t..~e Teels the Cottmission took offi.cial 

notice of EXhibit 1 for identification, consisting of three pages: 
the Legislative Council '5 Digest, analysis of Senate Bill No. 1356 

(SB 1356) and the baekground description and analysis of SB 1356 
pertaining to Section 854. We also take official notice of the 

Conmd.ssion act,ion in Resolution No. 17991 whereby we suspended ../' 
Pyramid's cert:tficate of public convenience aod necessity to / 

operate as a cement carrier until March 14,1978 at the request of 
defendant Ray, as receiver. 

One question presented is whether the transaction between 

Gale and the Tecls w: .. ef.'eby Cale, who owned all the issued and out

standing shares of stock of Pyramid transferred exactly one-balf to 
Kenneth Teel, required the approval of the Commission pursuant to 

Section 854. Such approval has not been obtained, so that if such 

approval was necessary, the motion of the Teels to dismiss the 

complaint and application should be denied. If such approval was 

not required, the motion of the Teels should be granted unless 

other allegatio~s of Gale state fact; sufficient to constitute 
a cause of action under the provisions of Section 854. 

If Coannission approval was not required, Gale's motion to 
dismiss the application should be granted. If Commission approval 

was required, Galets motion to diso!ss the application should only 

be granted if it is also found that the request of the Teels for 
Commission approval to aequire 50 percent of the issueti and out
standing common eapital stock of Pyramid as of this date or 
effective as of January 1, 1973 should be denied without a beariQs. 

the undisputed facts giving rise to the present contro

versy, as set forth in the pleadingS, are as follo~: 

On June 15, 1971, by D.78782 in A.52485 the Commission 

authorized Gale to transfer to and Pyramid to acquire a cert1f1cate 

of publ1e convenienee and neoesaity to operate as a cemeot carrier 
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theretofore issued to Gale as an individual by D.69922 in A.46537. 
By its supplemental order, entered on or about June 18, 1971 in 

D.78880, A.52485, the Commission authorized Pyramid to issue 150 
shares of its common capital stock at a par v~lue of $100 each in 
exchange for said cement carrier certificate, which transfer and 
stock issue were thereafter consummated and whereby Gale became 
the sole owner of all of the issued and outstanding capital stock 
of Pyramid. 

By a stock purchase agreement dated January 1, 1973, a 
copy of which is attached as Apl'e::.d1x A to the complaint :to. 
C.I0227 and to A.57l21, Gale agreed to sell to the defendaat 
Kenneth Teel SO percent of the stock of Pyramid for the sum of 
$12,500. Th.e 8g::'eea:ent was approved in writ:ing by Martha Anne 

Teel, wife of the defendant Kenneth Teel. 
Pursuant to said agreement, Gale endorsed a share cer

tificate for 75 shares of the capital stock of Pyramid to the 
defendant Kenneth Teel. Said share certificate was surrendered 
to the co=poration for cancellation, and 75 shares were reissued 
to Kenneth Teel. 

No authorization by the Commission was sought or granted 
for the transfer of 50 percent of the shares of Pyramid from Gale 
to Kenneth Teel. 

On or about July 9, 1976, the Teels commenced an action 
in the superior court of the State of California for the county 
of Los Angeles entitled '~enneth Teel and Martha Anne Teel, 
ple.intiffs, v. Lee G. Gale, et al., Defendants," C.l66724, 
whereby the Teels sought, among othe~ relief, court supervision 
of the winding up and dissolution of Pyramid and certain other 
corporati~ns. By order dated Augus:: 9, 1976, the COU't't in that 
matter appointed the defendant Ray as receiver for Pyramid (and 
other corporations) under Section 4656 of the Corporations Code 
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(now Section 1803) to take over and manage the business affairs of 
Pyramid for the purpose of winding up and dissol~1Ulg ~~e corporation, 
and thereafter Ray, as receiver, did take over receive~ship of 
Pyramid pursuant to said order. 
Dis cus s ion. 

The question prese~ted is whether the acquisition of a 
50-percent interest in a public utility constitutes "control either 
directly or indirectly" for purposes of Section 854. We conclude 
that it does. 

Corporations Code Section 160 defines Ucontrol" as 
follows: 

"(a) 

"(b) 

Sections 181, 
(a) applies. 

Ezcep: ~s p~ovided in subdivision (b), 'control' 
means :he possession, direct or indirect, of the 
po~er to direct or cause the direction of the 
management and policies of a corporation. 
'Control' in Sections 181, 1001, and 1200 
means the ownership directly or indirectly of 
shares possessing more than 50 percent of the 
voting power." 

1001, and 1200 are not applicable. Thus, subsection 

The facts in this case present a dramatic illustration 
of "the power to direct or cause the direction of the management 
and policies of a corporation." The transferee has caused the public 
utility operations to be abandoned. The co~rt-appointed receiver 
has placed the certificate of public convenience and necessity in 
suspension. The equipment has been sold. Winding up and dissolving 
the corporation plainly amounts to directing the management and 
policy_ 

We are persuaded in part by the public policy implications 
of the situation. Abandonment of a. public utility obligation is a 
very serious matter requiring PUC authorization. (Public Utilities 
Code Section 851.) If the Commission were to decline jurisdiction 
over transfers of a 50-percent interest, we would be unable to deal 
adequately with transactions intended to dissolve the subject e corporation and abandon the public utility obligation. This is 
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pa::ticularly troublesome in are~s of transportation where competitive 
consequences must be considered. Ihe public interest in continued 
service requires the exercise of Commission jurisdiction. 

From this conclusion it follows that the attempted 
voluntary dissolution is pr~ture. !.he Commission authorization 
required for transfer has not been obtained. Accordingly) there 
is no basis fo= the petition for voluntary dissolution and the 
appointment of a receiver. Conseqcen:ly) the actions taken by the 
receiver are void and the operating authority should be reinstated. 

Pursuant to the authority vested in the Commission by 
Public Utilities C.:,~~.e Sectior: 1759, the receiver shall be directed 
to cease and desis: from interfering in the operations of Pyramid. 
An ~ediate effective date is necessary to preserve the rights 
of the parties per..dir-.g furt..;'er Commission action. 
Findings 

1. Pyramid becam~ a public utility, a common carrier, and 
a cement carrie:: as defined in Sections 216(a), 211(d), and 214.1 
of the Public Utilities Code upon its consummation of the transfer 
authorized by the Commission in D.78782 dated June 15, 1971 in 
A.52485 and acceptance of ~~e certificate of public convenience and 
necessity granted to it in said decision. 

2. Pyramid i$sued 150 shares of its common stock to Lee G. 
Gale (Gale) pursuant to the authorization of the Commission 
in D.78880 dated June 28, 1971 in A.52485, and Gale thereupon became 
the owner of all of the issued and outs tanding shares of stock of 
Pyr~d. 

3. By a written stock purchase agreement dated January 1, 
1973, Gale agreed to sell to Kenneth Teel,and Kenneth Teel agreed 
to purchase from Gale 50 percent of all the issued and outstanding 
shares of captial stock of Pyramid for the sum of $12,500. Said 
agreement wa.s approved by the defendant Martha Anne Teel. 
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4. Pursuant to said stock purchase ~greement of January 1, 
1973, Kenneth Teel acquired ownersaip of 7S shares, or 50 percent 
of the issued and outstanding stock of Pyramid. 

5. Gale and Kenneth Teel did not then seek authorization of 

the Commission for the transfer of the said 75 shares of Py::amid 
from Gale to Teel. 

6. On or about July 9, 1976 the Teels commenced an action 
in the superior court of the State of california. for the county 
of tos Angeles seeking, among other things, the court's super
vision of the voluntary dissolution of Pyramid under Sections 
4600 et seq. of tr4e ~1i£o~ia Corporations Code (now Sections 
1900 et seq.), and by order dated Acgust 9, 1976 the court appointed 
Ray as receiver for Pyramid. Pursuant to said order, Ray has taken 
over the assets and m~agement of the business affairs of Pyramid. 

7. At the req~es t of Ray, as receiver, the Commission by 
Resolution No. 17991 dated Y~y 10, 1977 has suspended PyramidJs 
certificate of public convenience and necessity to operate as a 
cement carrier until March 14, 1978. In addition, the radial 
highway common ca~ricr and dump truck carrier permits of Pyramid 
in Cal T-97258 were suspended on March 4, 1977 at the request of 
Ray, as receiver. 
Conclusions 

1. The acquisition by a party of 50 percent of the stock of a 
corporate public utility from one who theretofore owned 100 percent 
of such stock constitutes Ucontrol either directly or indirectly" 
of such public utility within the meaning of Section 854 of the 
Public Utilities Code. 
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2. No authoriza:ion of the Commission has been received 
for the acquisition by Kemleth Teel from Gale of 75 shares of stock .' 
of Pyramid~ representing 50 percent of all of the issued and 
outstanding shares of said corporation. 

3. The transfer of said 50 percent of the stock of Pyramid 
from Gale to Kenneth Teel was invalid and not effective. 

4. Ray's ass1Jmption of possession of the assets and manage
ment of the business affairs of Pyramid as receiver pursuant to 
order of the superior court in said action C.166724 is void. 

5. The suspension of the certificate of public convenience and 
necessity, radial hiZhw.:.y common carrier pe::mit, and dump / 
truck permit was in error. 

INTERIM ORDER 

!T IS ORDEP..ED that: 

1. The transfer of stock issued by Pyramid Commodities 
(Pyramid) to Kenneth Tee1 is void. 

2. The suspensions of the certificate of public convenience 
and necessity, radial highway common carrier permit, and dump truck 
permit of Pyramid are terminated. 

3. David L. Ray shall cease and desist from any act of 
control or management over the business and affairs of Pyramid. 
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4. Mary Ann Teel and Kenneth Teel shall cease and desist from 
any act of control or management over the business and affairs 
of Pyramid. 

the effective date of this order is the date hereof. 
Dated at San Fr~cisoo , California, this tP I':~ 

day of ____ ;:.;JU:;.:.N=-=E_~_, 1977. 

COmmissioners 

Com=1ss1oner Robert Bat1nov1eh b~1ng 
nee~ssar1lv a~~o t A1~ • 

J ..... n • ... ... not part,icipato 
in tho d1SPO~1t1on or th13 procOOd1ng. 
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