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Decision 93823 DEC ... 119M' 
-----

EEFORE THE PUBLIC UTILITIES CO~~~ISSION OF THg STAIE OF CALIFO~~IA 

In :he maccer of th~ A?plic~tion ) 
of DELTA LI~ES, INC •• a California) 
corporation, and CALIFO~~IA MOTOR ) 
TRANSPOR! CO., a California ) 
corporation, for Authority :0 ) 
Iss~e Guarantees of Revolving ) 
Credit Agreements &~ong :~rid~an ) 
Express Company, First National ) 
Bank in Dallas, Texas, Com~erce ) 
Bank National Association and ) 
Union Bank. ) 

------~------------------) 

Application 60~74 
(Filed October 9, 1981) 

o P I ~ ION 

Delta Lines, Inc. (Delt~) and California Y~tor Transport 

Co. (CXT), both California corporations, request auchority, under 

Publie Utilities CPU) Cod~ Section 830, to guarantee the indebted

ness of :1e:-idian Express Company (:1eridian), a Delaware corporation. 

under a Revolving Credit Agree~ent and a Line of Credit Agreemen:, 

both dated as of June 25, 1981, a~ong Meridian; First National Ban~ 

in Dallas, Texas; Commerce Bank ~a:ional Association; and Union Bank 

(collectively referred co as the Banks). 

,.. t' .(:"h ~ . 1 . I: h 1 .. d ~o ~ce 0_ ~.e .l lng o~ t e app lcatlon sppeare on 

the Com~ission's Daily Caler-dar of October 14, 1981. No protests 

have been received • 
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Delta (T-17666) and CMT (T-71805) are highway common 

c~rriers oper~cing under authorities issued under PU Code Sections 

1063 and 1063.5. Both Delta and CM! are wholly owned subsidiaries 

of Delta California Industries (DCI), a noncarrier California 

corporation. Since the 1940s, Delta has been operating as an 

intr~state highway common carrier in California and operating as an 

i~terscate motor carrier in the western United States under 

authority issued by the Interstate Commerce Commission (ICC). 

Currently, Delta's principal o?erations are in interstate and 

foreign commerce over regular routes between the Scates of 

WaShington. Oregon. California. Nevada, Arizona, New Mexico, and 

Texas. In addition to its California intrastate operating 

authorities, Delta holds intrastate authorities in Oregon and 

Arizona. CM! operates prinCipally in California. 

On July 1. 1981, Xeridian acquired control of DCI through 

a merger, under an agreeme~t whereby each of the 1,606,386 issued 

and outstanding shares of DCI common stock were converted into the 

righc to receive $13 cash. As of October 2, 1981, 1,588,080 shares 

had been exchanged for cash. Under the ICC's exclusive jurisdiction 

ov~r che transaction under 49 USC Section 11341(a) (forQe~ly ICC 

Ae: Section 5(2»), authority was granced Meridian for the 

acquisition of control of DC! oy order of May 27, 1981 in 
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Docket XC-?-14496. On October 7. 1981, a let~er was sent to Joseph 

E. Bodovitz. Exec~tive Director of this Commission. advising of the 

cons~~mation of all steps of the merger and requesting that this 

Commission's reco~ds be appropriately a~ended. 

~ June 25, 1981, as an integral part of financing the 

acquisition of the common stock of DC!. Meridian en~ered into 

a Revolving Credit Agreement and a Line of Credit Agreem~nt 

(Agreements) with the Banks which. respectively, provide for up 

to $37.000,000 and $13.000.000 in available funds. !he securities 

of Meridian and DC: are generally subject to ICC jurisdiction; 

however, the Agreements did not involve the issuance of securiti~s 

as defin~d by the ICC. !he Ag~eeoents provide the following: 

1. Commit the Banks to advance to Meridian 
up to $37.000.000 and $13.000.000. 
respectively. with interest at the prime 
rate (Floating Base Rate as defined in 
the Agree~ents) plus 0.25% interest: 

2. ?rovide for the paYQent of a commitment 
fee equal to 1% per annu:::. calculated 
on the difference between the outstanding 
principal obligations. and the total 
committed. or available. s~ under the 
$37.000.000 Revolving Credit Agree~ent, 
and for a Balance Deficiency Fee equal 
to interest on the amount by which the 
average daily noninterest bearing deposits 
at each bank is less than the average 
daily principal obligation to such bank 
under both 0: the AgreeQents; 
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3. Require the delive~y of guarantees of 
the indebtedness of Xe~idian by each related 
or affiliated company; and 

4. Require the payment in full of the balances 
und~~ DCI's financi~l agree~ents with 
the Bank of Arneric.:J., Union Ban~, and Golden 
State Sanwa Bank in addition to previously 
exis cing deb c of :~e:'id ian \oli th che Firs t 
National Bank in Dallas and Texas Commerce 
National Bank Association. 

0: the s~s advanced unde:, the Agreecents, approximately 

S2i ,000,000 has oeen devoted to ?a~ents fo:, the exchange of shares 

of DCI common stock outstanding p:'ior to the me:'ger and $16,750,000 

d . i .. ' d' t: >.t • d.( d DCI was use to retlre ex S ... l:'lg eoc 0 .... e:':' .. an an • The re~aining 

amounts drawable under the Agreements -..;:'11 be used co provide sU:'IJS 

for additional working capital needs, such as the acquisition of 

operating equipment co upgrade the fleets of Delta~ eM!, and 

tJ..e:-idia:'l. 's other aff i liate, !{erchants Fas t Freight, a 'teXAS -based 

carrier. 

The application indicates that unless the 8.p?:'oval of ~his 

Com~ission is obtainee with :,es~c to the guarantees provided by 

Del:e and eMT by January i ~ 19~~ the total eomoi:ment shall end on 

June 1, 1982 and all s~s lent under both Agreemen:s shall becoce 

im~ediately due and payable. Accordingly, in o:'cer to extend the 

term of the loans under the Ag:'eements beyond the '1-month period 

I ending in June 1982, the a~prova: of this Co~rnission :or issua:'l.ce of 
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:he guarantees under PU Code Section 830 is neeessary~ !he required 

approval of a similar guarantee of Thunderbird Freight Lines, Inc~ 

(a subsidiary of DCI) by the Arizona Corporation Commission has been 

obtained. 

As noted, the primary purpose of entering i~to these 

Agree~ents was to finance the acquisition of the stock of DC! and to 

retire cert~in of DCI's existing debt. Attached to the application 

as Exhibit E is a summGry of the o~ligations of DC! and its 

affiliated companies which were retired at the time of the ~erger, 

using the funds available under the Agreements_ As can be seen 

from this summary, the obligations, discharged through use of a 

portion of the advances und~r the Agreements, carry interest and 

finance charges in excess of those under the Agree~ents, thereby 

enabling the substitution of less costly financing, backed and 

supported by the assets of a larger group of companies having 

greater assets and revenues than DCI and its subsidiaries. !hese 

less costly funds will be used to finance the needs of Delta and CM! 

through advances fro~ DC!, their parent company. !he loans under 

the Agreements will be guaranteed by a :ota1 of 17 guarantors, 

which~ :ogether ~ith Xeridian, had aggregate assets of $121,729,435 

at December 31~ 1980, and aggregate operating income 0: S21~239,637 
for the 12 mo~ths ended December 31 ~ 1980 • 
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The consolidated ca?ital ratios of Del~a and CX! reported 

as of December 31. 1980 are summarized as follows: 

Long - Terro Deb t:* 
Short-Term Debt 

!ot:al Debt 
Co!'!lmon Equity 

Total 

Delta 

31.41-
39.5 
70.9 
29.1 

100.0% 

CM! 

01-
1 .0 
1.0 

99.0 
100.0% 

* A substantial portion of the debt of Delta is 
represented by intercoopany advances. 

The Coomission's Revenue Requiremen:s and Transportation 

Divisions have analyzed the effect of the financing provided under 

the Agreements upon Delta and eXT and have concluded that the funds 

• to be provided and the guarantees to be given are required for the 

purposes stated in the application. These will have no adverse 

effect upon the continued operations of Delta and CMT or their 

service to the public. 

• 

!he Transportation Division has revie~ed the letter 

of October 7. 1981 from applicant's attorney in which the Commission 

was informed that the acquisition and control of Delta and CMT by 

Meridian was approved by the ICC under Docket ~C-F-14496. !he 

Transportation Division has reviewed this ~atter and has concluded 

the acquisition of control should be granted • 
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Findings of Fac~ 

1. Del~a and CM!, both California corpora~ions. o?e~ate as 

highway common carriers under the jurisdiction of this Commission 

oy authorities of PU Code Sec~ions 1063 and 1063.5. 

2. The issuance of the guarantees is not adverse to the 

public interest of california. 

3. The proposed acquisition of con~rol is subject to the 

exclusive and plenary jurisdiction of the ICC. 

4. There is no known opposition to the application and 

no reasons to delay granting the authority requested. 

COnclUSions of Law 

1. A public hearing is no: necessary. 

2. !he application to issue guarantees of Revolving Credit 

and to guarantee indebtedness of ~eridian Ex?ress CoQ?any by Del:a 

and exT should be granted to the extent set forth in the order which 

follows. 

3. Authority for the proposed acquisition of control of 

Delta and CXT by Meridian Express Company should be granted. 

The following order should be effective on the da~e of 
signature • 
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o R D E R ... ~----
IT IS ORD£RED that: 

1. Delta Lines~ Inc. (Del:a) and California ~tor Transport 

Co. (CXT). arc authorized to execute and deliver separate guarantees 

of indebtedness of Xeridian Ex?ress Co~?any (~ridian) to the First 

National Bank in Dallas. the COmmerce Bank National Assoeia:ion~ and 

the Union Bank in the manner described in the a~?licatio~. 

2. Meridian, a Delaware corporation~ may acquire all the 

issued and outstanding stoek of Delta and C~~ both california 

corporations. in accordanc~ with Docket MC-F-14496 issued by the 

ICC under its exclusive and plenary jurisdiction granted by 49 USC 

Section 11343 (formerly ICC Act Section 5(2» • 
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3. Wi~hin 90 days after the effective date of ~his order, 

Meridian shall notify the Co~~ission in writing of the date on 

which acquisition of control was cons~mated. 

4. This order is effective today. 

Oa ted DEC 1 1981 , a~ S~n Francisco, California. 

~(:, :\' -Z, ~R·tSO~ 
. :':·I.~(:c!(~nt 
~, .. r·:.\:;::) ::> C:\AVELLE 
!J'~ .. :":,,:.:~;) :-.~. crml.£S. Jp.. 
'\ . , 'r::,;~ G/*.!,/lO 
:';':~~~;:";J'\ C C~E\V 
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