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IN THE MATTER OF 

l\USSION CORPORATION 

File No. 81'2-3. Prom·ulga.ted March 26, 1943 

(Investment Company Act of 1940-Section 3 (b) (2)) 

DEFINITION OF AN INVESTMENT COMPANY. 
Ex:cepted Companies-Company Primarily Engaged Directly and Through 

Majority-Ow11ed·Subsidiary in Industrial Activities. 
Where a company's assets consist almost entirely of stocks of oil compunips 

and more than 51 percent of the value of its total assets is invested in the stock 
of its majority-owned subsidiary, and the principal business of the company is 
the operati'on and management of its majority-owned subsidiary, hel(l that the 
company is entitled to an order declar ing that it is primarily engaged direetly 
or through its majority-owned subsidiary in a business or businesses otber thnn 
that of investing, reinvesting, owning, holding, or trading in securities. 

APPEARANCES : 

E. West Parkinson and Louis Loss, of the Investment Company t­

vision of the Commission. 
Leve, Hecht and Hatfield, for the applicant. 

FINDINGS AND OPINION OF THE COMMISSION 

Mission Corporation has filed an application pursuant to Section a 
(b) (2) of the Investment Company Act of 1940 for an order clcrla ri nJ! 
it to be primarily engaged in a business other than' that of invcstinct~ 
reinvesting, owning, holding, or trading in securities. Applicn nt 1 us 

also raised the question whether or not it falls within the def-inition of 
an investment company under Section 3 (a) of the Act. 

Applicant was organized in 1934 under the laws of the State ·f 
Delawar.e. Its outstanding securities as at December 31, 1940, con­
sisted of 1,379,545 shares of one class of common stock, and it.s .a.s~ts 
con~isted almost e~tirely of sec~riti~s of co~panies engaged lll t ~~ 
business of produmng and refining ml and oil and gas products: 
summary of applicant's principal assets as at December 31, 194°: 18 

follows: 
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only the criterion contained in subdivision (3) of that section is 
pertinent. An investment company is there defined as any company 
which has more than 40 percent of its assets in investment securities 
other than "(A) Government securities; (B) securities issued by ern. 
ployees' security companies; and (C) securities issued by majority. 
owned subsidiaries of the owner which are not investment companies." 

The applicant maintains that it is not an investment company 
within the purview of Section 3 (a) (3) on the ground that its invest­
ment in Skelly Oil Company, its majority-owned subsidiary which 
is not an investment company, comprises more than 60 percent of its 
assets. To support this contention the applicant has taken advantage 
of Section 2 (a) (39) of the Act. 4 · On October 28, 1940, the date of 
the original application, applicant revalued its holdings of Skelly 
stock as "considerably in excess of the present market price and not 
lesB than the sum of $41 per share,'' although its market value at that 
time was $19.25 per share.5 Comparing the value of its Skelly secu. 
rities, thus determined, with the market value or the Tide Water and 
Pacific Western securities as reflected by current stock market quota. 
tions, the applicant estimates its investment in Skelly at approxi­
mately 68 percent of its total assets. 

If such a valuation is supportable, then obviously less than 40 per­
cent of applicant's assets consists of investment securities and the ap" 
plicant is not an investment company ~vithin the meaning of Section 
3 (a) ( 3) of the Investment Company Act of 1940. Applicant at­
tempts to substantiate its valuation with a report of an oil expert who 
appraised Skelly's oil and gas properties both producing and undevcl· 
oped at $53,357,490 as against a book value of $25,775,437, the book 
value being based on cost with adjustments for depreciation und 
depletion reserves. 

However, the propriety or applicant's valuation is open to serious 
question. While Section 9. a)- C3it)_appears to conf~he_right to 
fix a value for the securities of a majority-owned subsidiary "not .iu. 
excess-of the higher of :market value or a-sset value," that right may 
not be exercised arbitrarily.6 1-Vhen applied to investment companies. 
asset· value is a meaningful term, since the value of an investment 

• The pertinent provisions of Section 2 (a) (39) are as follows: 
b coo· 

Notwithstanding the fact that market quotations for securities issu<'~ t ~mine 
trolled companies are available, the board of directors may in good faith 

1 
(' ~t ot to 

the value of such securities : Prov·ided, That the value so determ!ncd sthe <'.a"' 
excess of the higher of market value or asset value of such securitlcs 1~1e cllst ot 
of majority-owned subsidiaries, and is not in excess of market value in 
other controlled companies. 

. 8 JCt sltnre. 5 The alleged asset value was entered on the books of applicant at $41.6 I 
6 See The Aviation Oor1Joration, 10 S. E. C. 26 (1941). 
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lationship o£ applicant to its affiliates in the Getty System is illustrated 
in the :following table: 11 

J. Paul Getty, individually and as trustee 

I 
100% . 

1 
George F. Getty, Inc. 

I 
68.7% 

1 
Pacific Western Oil Corporation 

I 
4.5% 

I 
I 

46.5% 

1 
I 

Mission Corporation 

1 
7.4% 

./' 

I 
57.5% 

1 
I 

16.4 o/o 

l 
5.4%. 1 . 3.7% 

1 
Skelly Oil Compan y Tide Water Associated Oil Company 

From the time of its genesis in 1903, the companies o£ the Getty 
System have been engaged in the oil business. By a series o:f mergers 
and reorganizations, George F. Getty, Incorporated, emerged a.s the 
corporate apex of the Getty System, being succeeded in193G by Geor 
F. Getty, Inc. In 1930, when the stocks of many oil producing com­
panies were severely depressed, Getty acquired a controlling interest 
in Pacific Western Oil Corporation, as an inexpensive means of (•x~ 
panding his oil properties. After the cons6lidation o:f the operation~ 
of George F. Getty, Inc. and P acific 1Vestern, the system ln~k~c~ a 
refining and marketing outlet :for its crude oil. Since the acqmsttwn 
of control o£ a major refining. company appeared to offer the . m~t 
effective solution to the marketing problem, the Getty compumes 

1:l 
b . . d 0'1 Oornpnrn. 1932 egan to purchase stock of Tide Water Associate 1 • 

D cemtwr 1 :r. 
11 The percen tages contained in the table are those which were obtained on d c n:tlt a· lit 

1B40. During the course of these proceedings, the percentages have cbang~~u:s 'tln·ch•td­
reason of additional stock acquisitions but to a degree insufficient to affect tbe is. 
The percentages are given in terms of voting s ecurities. 

12 S. ID. C. 










