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e Dedsion 97-06-103 June 25, 1997 

Mn"ed 
'JUN 25 1997 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Mauer of the Application of Catalina Cruises, 
Inc., a California corporation, to transfer its certificate 
of public ronveoience and necessity (VCC-46) to 
operate as a common carrier byvessel and to sell, 
assign, or othen,7ise lrat\s(et property, including a 
leasehold interest, necessary or useful in the 
performance of its common tarrier by vessel service, 
to Catalina Clipper, LLC, a Nevada corporation; and 
for Catalina Clipper, LLC to prOVide a Letter of 
Credit to secure transfer of the leasehold interest. 

OPINION 

Summary 

Application 97-03-038 
(Filed March 24,1997) 

In this dedsion we approve the application of Catalina Cruises, Inc, (Cruises or 

seller) to transfer its certificate of public convenience and necessity (CPCN) and sell, 

assign, or otherwise transfer properly, including a leasehold interest, to Cata1ina 

Clipper, LtC (Clipper or buyer), and to effectuate other actions necessary for Clipper to 

become the new owner and operator of common carrier vessel service now operated by 

CruiSt'S. \Ve find that the transaction is not adverse to the public interest, and that 

Clipper is fit to operate the service as its new owner. 

Cruises is a California corporation which has been providing passenger vessel 

service to, from, and beh ... ·cen points on Santa Catalina Island for apprOXimately 

26 years. Fomlerly operating under the name H. Tourist, Inc." Cruises is a wholly 

owned subsidiary of Crowley l\1artne Services, Inc., which in tum is wholly owned by 

Crowley Maritime Corporation. Seller currently holds authority from this Commission 

to provide service as a common carrier of passengers, mail, and periodicals by vessel 

I The company changed its name in 199i, giving due notice to this COrr\mission. 
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belwC'Co the Port of l.os Angeles (i.e., ~'\n Proro) "nd the Port of long &.lCh, and points _ 

on s.'mta Catalina Is]and, including Avalon and Two Harbors. It also holds authority to 

operate between other points on Santa Catalina Is!and. 

Clipper is a Nevada corpor,ltion qualified to transact business in California. It 

,vas very recenU}' formed for the specific purpose of acquiring Cruises' Catalina $Cn'ice 

operation. Its principal, Ray Handy, is currently president of Fun Zone Boat Co., Inc. 

(Fun Zone), which (or many rears has operated harbor tour and charter vessels at its 

Newport Beach location. Fun Zone (urrently operates fh'e boats with a total passenger 

capacity of 596. 

Under the transaction described in the application Cruises ,,·iIl sell or transfer, 

and Clipper will buy, substantially all of the assets currently utilized by Cruises to 

operate its mainland - Santa Catalina service, as well as the operating rights to do So. 

Upon conveyallce Clipper will assume responsibility for' operating the service with the 

vessels now operated by Seller. Its proposal tails (or ()per~ting daily }'ear-iound service 

with these vessels, and at a later time to add service with higher-speed vessels for which 

passengers WQuld pay more lor passage. In practical effect, Clipper at this time 

proposes only to step into Cruises' shoes as owner and operator of the service as it is 

nOw operated. 

A schedule of the assets to be transferred in this transaction is set forth in the 

application.' The principal property to be translerred consists of the three 700-passenger 

vessels and one 141-passenger vessel that are currently employed to prOVide the croSS­

channel service; the CPCNj the barges which are used as passenger-loading p1atforms 

and ti~up facilities; and other miscellaneous cquipn\ent, supplies, and inventory. In 

addition the trarlsaction includes assignment or transfer of seller's Long Beach terminal 

lease, and the ,vatet permit which allows access to the Long Beach terminal basin. 

l See AppendiX F to the application. 
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n~e pu-rchase price (or th(>sc assets is $14250,000 (cash). The original cost of the 

major fixed assets to be transferred is $5,456,122, and the book value as of November 30, 

1996 is $968,638. As part of the sale and purchase, Cruises will assign its right, title, and 

interest in and to an office lease co\'ering occupanty and use of the present Catalina 

landing terminal facility in long Beach. Clipper will assume the obligations of that 

office lease by executing an assignment and assumption agreement, and buyer will 

provide seller with a letter of credit to secure that assignment and assumption. Clipper 

will secure the line of credit with assets unrelated to this transaction. 

A substantial majority of Cruises' employees belong to a rollective bargaining 

unit, the Inland Boatmen's Union o( the Pacific. Under the terms of an agreement with 

that union, Clipper has agreed to hire those employees upon consummation of the 

purchase of Cruises' assets. The a\~erage (reW en\ployee's experienCe in passenger 

vessel operations involving Santa Catalina Island is 15 years. 

Under Ctuises· operation, the historic high point of ridership on the crOSS­

channel service was 1981. Since that peak the service has suffered a significant decline in 

ridership, and Cruises has been operating the service at a loss for the past se\'eral 

years.' This is reflected in the financial statements which were IUniished as part of the 

application. Under the service pattern planned b}t Clipper, the company forecasts a total 

profit of $644,047 forthe period from April 30, 1998, through h1arch 31, 1999, its first 

fun year of operation. 

B\\yer projeds that by adding one Or tnore high-speed vessels to the existing 

fleet, it will be better suited to grow in the existing marketplace. Its plans with respect 

to the vessels to be acquired are to survey them, improve the seating and other 

accommodations, mooemize them, and (after the 1997 summer peak season) improve 

their stabilization systems fot greater passenger comfort. The company intends to adopt 

, The application states that Crowley Maritime COrporation, seller's parent, independently 
dffided to exit the passenger vessel busine.S$ in Califomi<t, and has recently done so with 
respect to vessel services on the San FranciScO Bay as well. See Decision 97-06-066 Uune 11, 
1997.) 
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. 
a two-tiered fare structure under which the bask adult round-trip (are would be $23.00 •. 

on the fonner Crutsesl vessels, and $33.00 on the high-speed boats when they enter 

cross-channel service. 

Although Island Navigation Compan}',lnC'., a potential conlpelit()T,' initially 

protested this application and requested an evidentiary hearing, it recently withdrew 

that protest. We therefore treat this application as an eX parte matter. 

Because this application only seeks authority to sell and transfer the existing 

service to a new entity, the sole question befote us is whether such acUon would be 

adverse to the public interest. \Ve conclude that it would not. As a new affiliate of an 

established local vessel operator, Clipper is well suited to assume the public service 

obligations of Cruises. It is an experienced passenger vessel operator in the local 

recreational market. It has conducted a reasonable analysis of the economic potential (or 

the service it plans under its proposed operation, intends to make significant 

improvements in the vessels noW used in the service, and will inh('nt a competent and 

experienced work force. We will approve the application and pennit the sale, purchase, 

and transfer of assets as proposed. 

Findings 6f Fact 

1. Cruises is certificated to prOVide service as a common carrier by \'(""roel of 

passengers, mail and periodicals between the Port of Los Angeles and the Port 'of Long 

Beach, on the One hand, and points on Catalina Island, on the other hand, and between 

points on. Santa Catalina Island. 

2. Clipper is a Nevada corporation in good standing which is qualified to do 

business in California. Clipper is aJ\ aifiliate of Fun Zone, which is an experienced 

operator of harbor tout charter vessels located on Newport Beach. Clipper was 

organized for the specific p'urpose of purchasing and operating the common carrier 

4 . Island Navigation Company, Inc.! currently has an application pending before the 
Commission (or authority to institute cross-channel servkes. 
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e \'essel services of Cruises, and substantially all of the assets presently utilized by 

Cruises 10 provide those services. 

3. Clipper is financially (it 10 perform the common carrier vessel services 

prcsently operated by selicI'. 

4. Clipper is operationally fit for perform the rommo)\ carrier vessel services 

which are (urrently operated by seller. 

5. Under the terms of the agreement between Cruises and Clipper, Clipper has 

agreed to hire the crew employees now employed by Cruises to proVide the services 

which are the subject of the application. Cruises' a\,eragecrew employees experience in 

passenger \'essel operations involving Santa Catalina Island Is 15 years. 

6. There is no protest to the application, and there is no need (or a (ormal 

evidentiary hearing in this proceeding. 

C6nclusiOns Of Law 

1. The proposed transfer and associated transactions which are the subject of the 

application are in the public interest. 

2. All of the transactions should be authorized. 

3. The application should be granted. 

4. No public hearing should be held. 

5. Only the amount paid to the State for operative rights may be used in rate 

fixing. The State may grant any number of rights and may cancel or modify the 

monopoly feature of these rights at any time. 

ORDER 

IT IS ORDERED that: 

1. Catalina Cruises, Inc. (seller) may sell and transfer the operative rights and 

property specified in the application to Calatlna Clipper, LLC (buyer). As part of this 

approved transaction, buyer may provide a letter of (redit to secure the assignment and 

assumption of a leasehold interest at the Long Beach ferry terminal. This authorization 
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shall expire it not exercised by September 25, 1997, or within such additional time as the e 
Commission may authorize. 

2. Buyer shall: 

a. File with the Commission staff written acceptance of 
the certificate and a ropy of the bill of sale or other 
transfer document within 30 days after transfer. 

b. Amend or reissue seller's tariffs. The tariffs shaH not 
be elfe<:tlve before the date of transfer, nor before five 
days' notice is given to the Commission. 

c. Compl}' with General orders Series 87, 1M, 11 t and 
117. 

d. File an annual report of seUer'soperati6ns for the 
period from the first day of the current year to the 
date of transfer. 

e. Maintain accounting records in conformity with the 
Uniform System of Ac(ounts. 

f. Remit to -the (ommission the Transportation 
Reir'nbursement Fee required by Public Utilities.(PU) 
Code § 403 when notified by mail to do so. 

3. \Vhen the transfet is (ompleted, and on the e{fective date of the tariffs, a 

certificate of public convenience and necessity (CPCN) is granted to buyer, a limited 

liability company, auth6rizingit to operate as a common carrier by vessel, as defined in 

PU Code §§ 211{b) and 238, between the points and over the routes set forth in 

Appendix VCC-79, to transport persons, baggage, and property. 
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4. The CPCN initially granted by Decision 85-05-094 is revoked on the effective 

date of the tariffs. 

This order is effective today., 

. Dated June 25, 1997, at San Francisco, California. 

/ ... : --. 
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P. GREGORY CONLON 
.. President 

JESsIEJ. KNIGHTtJR 
HENRY M. DUQUE . 
JOSIAH L. NEEPER 
RICHARD A. BILAS· 

COn'unissioners . 
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e Appendix VCC-79 CATALINA CLIPPER, LLC 

(a corporation) 
Original Title Page 

.e 

CERTIFICATE 

OF 

PUBLIC CONVENIENCE AND NECESS1TY 

AS A VESSEL COMMON CARRIER 

VCC-79 

-------~---~--------------~----

Showing Vessel common earl.-ieroperat·ive l~ights, restrictions, 
limitations, exceptions, and privileges. 

All changes and amendments as authorized by 
the Public Utilities Commission of the State of California 

will be made as revised pages 6r added original pages. 

------------~------------------

Supersedes authority heretofore granted to 
H. Tourist, Inc., and its successor, catalina Cruises, Inc., 

by D.85-05-094, as amended. 

Issued under authority of Decision 91-06-IOj ., dated 
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Appendix VCC-79 CATALINA CLIPPER, LLC 
(a cOl-poration) 

Original Page 1 

SEC1'ION I. GENERAL AUTHORIZATIONS, RESTRICTIONS, LIMITATIONS, 
AND SPECIFICATIONS. 

This certificate supersedes all vessel common 
carrier operative authority granted to Catalina Cruises, Inc., 
and its predecessor, H. Tourist, Inc. 

Catalina Clipper, LLC, a corporation, by the 
certificate Of public convenience and necessity granted by the 
decision noted in the foot of the margin, is authorized to 
conduct common carriage by vessels, for the transportation of 
passengers and their baggage, newspapers, periodicals, and mail, 
between the points as described in Sections II and III, subject 
to the following provisions: 

a. No 'Vessel shall be opel-ated unless 
it has met allapplicabl~ safety 
requirements, including those of 
the United States Coast Guard. 

b. Nonscheduled service shall be 
operated on an ·on-callHbasis. The 
term non~call·, as used, refers to 
service which is authorized to be 
rendered dependent on the demands 
of passengers. The tariffs and 
timetables shall show the 
conditions under which each 
authorized on-call service will be 
rendered. 

Issued by california Public Utilities Commission. 

Decision 97-06-103 , Application 97-03-038. 
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Appendix VCC-79 CATALINA CLIPPER, LLC 
(a corporation) 

Original Page 2 

SECTION II. scheduled Service 

A. Long Beach - Los Angeles 
Between any points on and along the shoreline of Long 
Beach. 

This service shall not include the transportation 
of mail, newspapers, and periodicals. 

B. Los Angeles Harbor - Santa Catalina Island 
Between the Poit of Los Angeles (San Pedro) or the Port 
of Long Beach, on the one hand, and the following 
points on Santa Catalina Island, on the other hand: 

Avalon 
Howland Landing 
Toyon Bay 

Camp FoX Gallagher's Beach 
The Isthmus (TWo Harbors) 
White's Landing 

Restrictions. Limitations. and Specifications: 
In transporting mail, newspapers and periodicals: 

a. Service shall be provided following the same 
schedules and using the same vessels as are used 
by carrier in providing its scheduled passenger 
vessel services between the authorized points. 

b. Carrier shall only accept for transportation those 
shipments which are tendered to it at its terminal 
facilities at Long Beach, Lo~ Angeles (San Pedro) 
or Avalon and which are destined to one of said 
terminal facilities. 

Issued by California Public Utilities Commission. 

Decision 91-06-103 , Application 97-03-038. 
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Appendix VCC-79 CATALINA CLIPPBR, LLC 
(a corporation) 

Original Page 3 

SECTION II, scheduled Service (concluded) 

B, Avalon - Two Harbors, Santa Catalina Island 
Between Avalon and Two Harbors (Isthmus Cove), serving 
the intermediate points of Gallagher's Beach, White's 
Landing, Toyon Bay, and Camp FoX. 

1. 

2. 

SECTION III. 

Restrictions. Limitations. and Specifi~ati6ns: 
service at intermediate pOints shall be conducted 
on a flag stop ~asi~ with advance notice to the 
carrier; Advance notice shall be defined in "the 
carriert~tariffs and tirnetable~ .. Daily s~~vice 
shall be provided during the period June i to 
September 1~ of each year. Friday and Sunday 
service sh~ll be provided during-th~ period 
September 16 to, Novembe-r 30 and March 1 to May 31 
of each year. Schedules shall be correlated to 
carrier's published arrival and departure times 
for service between Long Beach or Los Angeles (San 
Pedro) and Avalon. 

Mail, newspapers, and periodicals shall not be 
transported. 

Non-Scheduled service 

1. Los Angel.es lIarbor - Santa Catalina Island 
Between the points shown in section lIB. 

Restrictions. Limitations. and specifications! 
In transporting mail, newspapers and periodicals: 

a. Service shall only be provided in conjunction with 
and using the same vessels used by carrier in 
providing its non-scheduled passenger vessel 
services between the authorized points. 

b. Carrier shall only accept for transpOrtation those 
shipments which are tendered to it at its terminal 
facilities at LOng Beach, Los Angeles (San Pedro) 
01' Avalon and which are destined to one of said 
terminal facilities. 

Issued by California Public Utilities Commi~sion. 

Decision 97-06-103 I Application 97-03-038. 
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Original Page <2 

SECTION Ill. Non-Scheduled Service (concluded). 

2. santa Cataiina Island 
Between all points on the coast of Santa Catalina 
Island. 

Restrictions. Limitations. and Specifications: 
a. Transportation shall be performed at hourly 

rates which includes services of vessel, 
pilot, and crew, regardless of the number of 
passengers transported. Transportation shall 
not be performed on an individual-fare basis. 

b. This service shall not include the 
transportation of mail, newspapers, and 
periodicals. 

3. Long Beach Harbor 
Between any points on and along the shoreline of LOng 
Beach Harbor. 

This service shall not include the transportation 
of mail, newspapers, and periodicals. 

Issued by California Public Utilities commission. 

Decision 97-06-103 , Application 97-03-038. 
--~~~--~-----


