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‘Decision No. 88769 _MAY . 21978

S BEE‘ORE “THE "PUBLIC “UTILITIES ‘COMMISSION ‘OF THE' STATE OF CALIFORNIA
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In the Matter of the Applzeat:.on of ) |
INDUSTRIAL “COMMUNICATIONS -SYSTEMS',” INC o\ % =w) Appl:.cat’ion‘ No. 57851
- California corporat:r.on,ufor: authonzat:.on )2 (Filed February: 7, 1978)
€6 reclassify,” issue, sell, and exchange ) )

cammon stock for preferred ‘stock pursuant )
to agreement and plan’-of*feorgamzatn.on. )
)
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s :..', '_:: ~-Industrial Communications::Systems,-Inck »(ICS) requests
authonty (L)oo :split . .convert: and: xeconstitute eachi:share’ of,

oS e $0 par;value stock coutstanding into,:8125- shares:of .conmon:
stock, (2) to :Lssue, sell andwexchange not.*to«,excee& 88.,:800>:shares
of its preferred stock in: exchange for all of the outstandz.ng
stock of peak Renta]:s, Inc b (Peak) , and in exchange for the

rece'ﬁgé;%ﬁted 1, 690 ,000 common shares of Ics-l/

ICS is a public utility radiotelephone..corporation
which provides two-way;, mobile and one-way. pa.gingrserviee"in porti_ons

-

of-‘San “Bernardine,” m.versn.de, Los Angeles, Orange""and S3n- Diego
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RIS peak, atCaTifornia eorporat:uon, is a nonut:x.l:.ty aff:.llate
of ICS. It is engaged in the business of se‘l soy lée‘b’i’n"g‘, “and
renting, rad:.otelephone and radio co:mnum.cat:.ons equ:.pment,mand in -
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addition, prov:.des. equ.:.pment such as transm:x._tters,.umc:owavedc
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equ:.ﬁment mob:.lesgand. , Pagers to ICS. e AoOTE [OMmEeD
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4 Mf‘df’:theh“.?eak“ ‘stock (84" common” Shares)”and 208" shares ¢ of"**

5 2-XTCS: stock:~(1,690,000; aﬁtemxeconsta.tut:.on)obelmg;cto Homer-
and Dolores Harris...The remaining 192 sharxes of ICS stock

are ‘owned by their ‘three children,” each” in” the* amount of‘“ 0

64 Shares- ' '
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net :.ncome for the eleven months ended November 30, 1977, based
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upom(xxh;b;t Z, attached to ti:xe appllcatzbrf "findn.a.nfomatlomf o
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'Rentals

Operating revenues $1.,495,177 $1,490,337
Net income £ 8L 4§ 165,084 $ 218,470
.Z01The. balance:sheets.:at Novemben:SO, T977.,»for ICS and
Peak “based:on data contained: in Exhibit E,.-attached touth'e' T

application and’ information jprovided:to :the 'staff by ithe applicant 's
worattormey’s arersummarized @astfollows: olon (orani o (8 Hvors
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LEOIITG ‘Plahﬂ:iﬁ ~service” Ynet)o— vt Yuo Lald £$265-,-91 an a$-2f,?3’47“r622~f‘ ‘
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Other assets - K 4,818 22,505

’ o » wdy b ) 7“
’ - e ’l‘ota.l 27655090 - §25569E482 "
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Liabilities & Stock.ho;.der = S
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SR S ong-teTmiidebyi oA LR ERNIOT £200Y 28*%43’*"”*#*907"378‘,
Othervdiabilities: .- BALET 28 dous :’:’.536 .723””‘..J~*Jo*xl,.l4'2,‘,.005
Common ‘stock - Lot o weumic 4, 000,) Setom s 200 :
Retained earnings e SER 195£619 T ‘5153'899

‘potal o . $765,090 £25569548
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The controlling shareholders of IC.S".‘L‘_and Peak'," name'ly,
Eomexr and. -Dolores Eaa:ris, -Propose. to-xeo::ganize and. recapitalize
the two corporat:.ons. by exchangmg“ a:l.l of: thea.r prese.n,tly’held

\" {a

common s‘!:o<::k:m'~ ICS and ‘in Peak. for 8e- 800 shares of newlw”
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authorized vog::.ng»*preferredw stock ’of-«:c ':A:'“ nar *result of the

- n.-v-—«‘nu. P r;r,‘ =

proposed reergan:.zats.on, anda,recap:.tala.zat:.on,. Peak .rwould ‘becone

a wholly owned™ subs:.d:.ary*of 716S;zand the threevHarris children
would own all of.the outstanding.reconstituted.common stock of .
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ICS (aggregating 1,560,000 shares) - The plans:ofs reorgam.zat;.on,
::ecapn.tal:.zat:.on, ~and_ the. wr:.tten .consents, and approvals of the
Board of. D:.rectors and shareholde:s of the respect:.ve _companie s

b et by e d N AT AT A ....-um-» LE! ‘.N-. Lk L R P R

.are ettached .to the ,appln.cat:.on As. Exh:.b:.ts B and B-l- e oo ot
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m - -~The. proposed reorgam.zat:.on. and recap:.tal:.zat:.on w:.ll
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be accompl:.shed as a_'reverse. tz;.angular Al reorgam.zat:.on in
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accordance.with the. prow.sa.ons of, Sectmons 354 and 368 of the
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. Internal. .Revenue COde ef_. 1954, as, amended. o 'l‘hese sect:.ons
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. prescribe rcexrtain conditions, wh:.ch must e, met in oxder to effect
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a.tax. free.exchange, of. stock result:.ng from a plan of . reorgam.zat:.on
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andwrecap:.tal:.zat:.on- _,To effeet .such, reorga.m.zata.on, :r.cs :.ncorporated
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. a wholly-owned. nonutility California subsidiary,. s:.rrah Inc., all
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+of. t.he cap:.taLszocJe of wh:.ch £1,000- sha.res) was purchased and..

PMPYRw IR A

- acqu:.red by ICS pursuant: tmthe,.Cal:.foma&or;porate Secuxities

A Sy ..,‘..;:: ol th A e

~Law:of 1968, as. amended, and .to appropriate rxiles and; regulations

e d-n-'-\»

:.ssued- by the Commissionen ¢ of cOxporat:Lon. nS:.rrah, _,Inc,. 7,382
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result of the proposed reorganization. . w:v.ll be. merged :.nto*Peak'
and the. 1,000, shares; of. thef,cap:.tal stocILof s::.rraib,,. Inc. om-:.ed

e

by ICS.will be~converted :x.nto J.OO, shares 0L '_l;.‘ge COmMOB. .., oy 7
(Class A) stock of Peak. :::,:.v.'o..,;c‘;. T WDRLGNL (MOIDGDIlocs
~=The-application. ¢ sets, .ﬁog:th,the following reasons and
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purposes- underlying:the proposedw reorgam.zatzo:r sand: recapitalization:

1. simplification’ oF” regulata.on of” Ics“by ‘this
Commission.and the-.: Federa.l Communications.
Commission. ~ 7 '
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2. Consolidation of_ the o;peratn.ons of,ICS and .
. Peak in.ordex. to enable ‘them to~ share™ tax" .-
“and” management benef:.ts :.nclud:.ng‘the f:.l:mg
-of. consol:.dated‘ :.ncome tax ::ett:n:-ns:-~ -
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13.;. Increase;therequity,position-of..the three
Baxris children in ICS, commensurate with

Tt “"the:.r -increasing“participation-in~thetv ooy 2f
“on oo management’ and operat:.omof /ICS:and; Peak...

4 ‘Assn.st‘nomer‘ and“Dolores Harris :.ndestate
coorcnincproplanning. o T L inewsrly 00,0020

w.\.».-v-r

A The épphcat:.on "also” states* that" the” proposed“ '.r:eorgan:.-
zeﬁlonoind recap:.tal:;zata.on“would ‘Bot’ on.‘l.y be'beneflcn.al £o“the
Earr::.s fam:.Iy, “But also™ would ’be‘:x.ii ‘the wpu.]oln.c interest in that

it hwould'“promoée';:ere orderly and” eff:Lc:.ent“regula.t:.en and
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sav:mgs ':.n management and” operatzon dosts.” v sririlemesss o
=0 “pursuant”to’ the" Restated"m:.cles of Incol‘-‘porat;on—

A I

attached‘ to" 1:.he "appl:.cat:.on as Exh:.‘b‘.x.t‘A, the cap:.tal:.zatzon “of

. e —a

ICS was rev:.sed to author:.ze the :Lssuance “of five mll:x.on*’ shares
T ~ gy rgmr L

" of common stock and 100, 000 shares of“pre‘ferred "stock” and,“to~

Lol

split‘“"convert: “‘and reconstn.tute “each” Common - share” o€~ -$10~ par
' value stock outstandmg‘ mto “8%125" shares~ of “reconstituted .
common stock The Restated Artzcles of Incorporatz.onvalsv prov:.de

preferred"stock‘ ‘and' elm:.nate the~preemptive~rights® of ex::.st:.ng
sha.reholders O£V ICS +6° purchase*and/or subscr:ibe for amproport:.onate

T T, o my o s el "J P T

' pa.rt of“newly'v.ssuedwshares OESICSITOOT HLATaaTy
SETES L 2TL gmatBasie’ nghts,"preferences, “dﬁpﬁvilégesﬁ&f the
holders of ‘the preferred”stock”of ICS as“ set"‘forth in-thesT

aPpl:.catz.on, include the follow:.ng-» AN Lo et [N anslll

o ~,- -~

’ ‘11" “Each~ share- of pre:ferred“ Stock isCentitled  to
conilocivacar £ifeyn(S0)uvotessneachr share of; common: stock-.
. is. ent:.tled to_one ‘_(l) vote._,_ Cn
2. BOth-the"Common and’ ‘preferred” stodc‘ha{r' z
cumulative voting rights. B

s LT
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s

3. 'rb.e preferred stock :x.s ent:.tled‘ ‘to anm:ta]:’ .
. cumulat:.ve cash’ d:.v:.dends of.” tWwo" (2) percent
" TTof  the” I.:.qu:.da.txon Value “of. each"share “in -
preference” and priority” to the™ common™ stock.
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.of Peak are rea_sonab;e and’ not adverse to the publ:.c interest.
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wd nod e The, preferred -stock: is-entitled.-to, noncumulative
2dditional annual dividends, in preference and L
priority to ‘the common Stock, at ‘the’election of““- -
. the -Board.of; D:.reetors, up Lo A maximum; of- thes oo oo
. greater of (a) six pexcent (6,6) of the” I.:.quxdat:.on
7~ - yalue’'of ‘each ‘share, or (B)~ the*percentage" of’t‘ne“"“-
. . Liquidation:Value:equal.to;the pra.mewlendmg xate -
.. for commercial loans. of the Los_ Angeles main_
“ branch of the’ Bank of America National Prust:and
Savings:-Association - {(or :successor)-inyeffect on the
fixst day of the f;seal year..
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..On: voluntary. oxr:involuntary. J.n.qan.dat:.om ‘or
d:.ssolut:.on, the preferred stock is entitled to
- . receive the Liquidation’ Valuwe of-‘each:share and
-2l wapaid’ dividends: before- any paymentwr
distribution-is made to- the” common-'stock C

6.7 °1Cs,” at its’ options~may Fedéen niot Lesss than: all
of the preferred stock upon payment-ofi105% of the
Liquidation Value of each share if redeemed prior

| - tot Novembex 171982, ‘and” T00%: thereafter,- plus
mxpa:.d divridends.: "“ICS,” 2t ‘its” option,may also
redeem -preferred* stock’ upon~ ‘the death-of-the
owner’ thereof up” tora: maxinum of-'thelaagregate

- of federal estate and state :.nher:.tance taxes
:.mposed by ‘reason' of 'such’owner's/deathrand -
funera.l\ and- admm:.stratn.ve« expenseswf and~ <
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77 The I.:.qu:.datlon' Value" of- each- ‘share” of“ Preferred
Stock’ is-‘established at” $10-. SL 2 Llofw
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_ The F:Lnance Division and the COmmum.catz.ons Division
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have rev:.ewed the appl:.ca.t::.on and” Ehey have determ:.ned that the
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proposed issuance of preferred s ock - the proposed spl:.toup of
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the common stock By :ccs, and the _‘acqu:.z.,s:.t:.on of the common stock
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The flnance D:w:.s:.on recommends ?:hat ::cs be ordered to
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keep a complete . Set, of account:.ng and f:.nanc:.a.l records for Peak,
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" eeparate from reeords o£ ICS' utility operat:.ons, and” also be
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ordexred to ma:.ntaa.n deta:.led records of all. transaet:.ons between
the two ccmpam.es..
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R ‘rhe I‘:.nance Dw:xs;on»-further -reccmmends-‘ that JICS be

»....,.‘.«, . ’.\ .
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'placed on, not;\.ce that no port:.om o£ Peak .& ::<=.-.ve:n.t:xe.~av expenses,

- s

assets,” o:':- cap:xtalxzat:.on \wxll ‘oe consn.dered‘ for rate-mach.ng

»-\,,.u. .-,...,q*‘ ,‘ﬂm Yo Ll i ar)

pu:poses\ :x.n5 anyof.uture. proceed;ngN and tha.t tize profa.ts earned
by Peak fromservices prova.ded-’ o J:cs- w:.J:J«bea Limited for rate-

r»«\:*" oy o o A n-\"»

making. puz;oose§ *o. “the ::e?:.um énowei on ut:.In.ty ‘operations.
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5o IZTher COnununJ.ca.t:Lons "D:.v::.sa.on- concurs *w:.thwthe recommenda-
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tions of the Finance Divisiom. == “7 ~% &2 Tomal
Afterﬁconsa.derauon“themcqms&on £:.nds*’that—

o - bomTmey s e T e o

N 1 T The. p::oposed transa.ct:.ons...‘ ould not,.,under the
“conditions specified-in the’ Order. that follows,

e

be adverse.to, the. publa.c. :Lnterest.. L i

LT
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The, ,propose&stock .:Lssues. wou.ld e for ;proper~
: purposes.y.ﬂ,w: ooy Reor o _

. - , “‘
'rhe nconcu:cr:.ngn reco:mnenda.tn.ons of the- F:.nz.nce
., Division:and. of the Comun:.catzonsa D:.vn.sa.on
o regard:.ng accountmg -and. ;L-a,tJe,-rua}c:m‘_:;w trea.tment
e of- the. pr:oposed tra.nsact:.on.s -are, xeasonable-
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- - . o e - N“\‘
RN I S ‘

4. The money, property o:.- ,labor to be procured or
paid. by the .issue.of. the: securities: authorized
'by this decision is reasonably required for the

urposes. specified,. which purposes.are not in-
whole or part reasona‘bly chargeable to. i
operatmg expenses or to income.
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“on the ba.s::.s of. t‘ne foregomé f:.ndn.ngs we conclude that
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the appl:xcat;on should be qgranted upon tihe cond:.t:Lons contained

e T s s TR eV adetnded

:.n the .follow:.n_g order-l A publ:.c hear:.ng is not ‘ﬂecessa.ry -
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In :.seumg th:.s order we’ place Ics and :Lts Cshareholders
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on not:x.ce that”we do not regard the number of s‘h.ares ozftstan&mg,
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the ‘ﬁotal paxr va;ue of the shares, “Hox” the d:.v:;dends paid, as

L, ) ‘.c:“ .'_5' wwr e '- ..__—.-.».- e e 2 y“f\ n\- \ ,....M,...\ ,._- ,\..“

measurmg the retum it should *be al].owed to ‘earn o'n Tts” :anestment
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£inding of the value of the company's stock oOr property nor as
indicative ‘of amounts’ £6 B¢ ineluded” xn-proceedzngs*for the
dcterm;natxon of 3ust and rcasonable ra cs. PG RS T S

Vo
o

rcvenues,vexpcnscs, asscts, ox’ cap;tal;za Tion will be consxdered
for rate-mak;ng purposes in any future p*occcdlngsfwandmthatm:he“
nrohﬁtsﬂea:ned\by*Peak from goods orx scrv-ces prov;ded by it to
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! ICS.willmbétllmltedwfo:—ratc-mak;ng purposes to the return allowed
Y ut;ley operatzons. gh
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\‘“ TT I8 ORDER§8 Ehat-
\ﬁwfj%izlgg§gggplal»Cqugnzcatzons Sys_cmu,g!hcudhonmo

= ~\ effect;vc\date hereé?ﬁgkd on or before Dcccmbcr4§I“

,»-'\ Lo ',
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N ¢
N ~*wkéﬁizt/’bonvert\anamxeconstztute each sharcwof its $L0;par\va&ue

s f!u \J-'rl' '\&\.,\!ﬁ
‘cap;tal stock outstanding into 8,125 shares o£ 5 conmon’ stock

. S AN,

. and mdy issue certificates reprcsent:.ng the\.‘.’»'__, 250, OOO“reco{jt:.tuted

1’\*"‘-..\-‘\. .
shares of common stock. ST

‘Won—m—- F]
2. Industrial Communications Systems, Inc., may lSShe not

~to exceed 88,800 shares of_mts voting preferred stock as requestcd
in the application for the purposcs and undexr the terms anéd
conditions set forth in the application. |

3. Industrial Communications Systems, Inc., shall keep
and maintain a complete sct of accounting and financial recoxds
for Peak Rentals Incorporated, separate from récords of its
utility operations, and shall keep and maintain dotailed records
of all transactions between the two companies. _

4. Industrial Communications Systems, Ine., shall filc with
the Commission a report, or reports, as required by General Order
No. 24-B, which order, insofar as appliéablc, isihereby madcua_
part of this order. - | | | ‘ |
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RRICRLS

'rhn.s orde.. g oha.ll beccme e.f.fect.we when Industr:.aL, =X
Cormnun:.cat:.ons Systems, J:nc.‘ has paid. the fLee prcscr:.bcd. BY
Section. 1904.1 of the Public Utilities. COde,,,,wh:.ch feey-ds $1,042.

. Dated at San, Francn.sco Ca-leoma., th.:.s. meA da.ym.w,,.ﬂ..‘

J MA‘L ' e rE L mangvi snidbmecs o Tok

" A ."‘ el w maﬁ..‘

B s he

u“.ﬂ(,i

' £S5 COMMISSION
m%\mm

e " sl e, [P vy T e e .
AR (,.,J,.- MV AT NIRDR v oy Dol b SR SRkt

T b e ey ey ”'\"" “’,f"

R @ 30 SRR FE I O i

oy oy - e

. ", »
ey [P R
LRSS A0 DO W e A‘A’.ﬁl. At

T L
e b e

e AN el e EREE o S . ]

¢ O ! o
P A T N o w oty

)
rythy AR e 0 If‘v:!"‘
e et e b b b

iy T LAy
R R

e e - g e emn o
[ T R RN o PRI S I M S -

w e e e - ; _— L B - . . . R e SR S SN TR

; a N N
N .o . y oo I I I L RN PR S IR

4 ) e~
e P s
- ,(..' h PR I P

R K 2 R o

At am WY Aot e i
I

RGNS

P o oty
R o~ [
L ™
PR R T




