
Decision No. 

:BEFORE TEE 1\:.I-i.ILROAIl C01Ii:1tlSS!ONOF,', 'TE£STATE' OF CALIFORNIA:, 

11::. the 1!l.atter of the'application of ) 
Sou.t.:"lern Pacific Milling Coz:panyfor ) 
authori ty to issue stock. ) 

J .. li. Mannon, Jr.~ for a:pplica.nt~: ,,' 

OPINION 

This is an ~p:plication by Sou.thel'n PacificM:illing,: 

Ce=:pany for authority to issue 2,500 sMres of ;preferred ~'to:c*\ 

of the ::;>a= value c,f $100 :per share or a total:par value of 

.' $250,000, and 2,000 shares of its' comt.1onstock O:fthe';parval~e' 
,~. 

o~ $100 per sr..a.=e or a total par va.lue of ~200, 000. "l·t, is., pro";; 

;posed to sell the prefel'red stock &t apl'ice riot le,ss,i~n$92~'50: 

:per share and to a:p::;>ly the proceeds toward the 1 iq,ui datio'n 'of the 

applicant's indebtedness represented by ,notes,. in tfesUl!i6f 

: / . 

',,OJ 

' .. ..,'. 

$270,COC),c~ wr-..icr.. $210,000 are ,due the Wells .F~.rgoNevadaNa,tion-' 
., '" " '. . 

a1 :Bank of Sar. Francisco I and $60 .. 000 due J. C. Cole~n.'", 

The Southern Pacific Milling ,Comps.nywasinco:r:pora.ted' 

Jt;l~,. 15, 1886. It conducts both a, .public utility' business and' a 

gE:ne:,a1 business which is not of a public utility nature.; Its 

:public utility business consists of its ownership a~dol?eratiOl:l 

of some forty-seven warehouses in Monterey 1'. S&n Luis' Obispo, 

Santa. 13<,.r'oara and ventura Counties •. At the.se ....... c.rehouses. the a:p-

:plicant takeshaYls;rain and produce genera.lly: for storag,e •. The 

SO".lthern P2..cific Milling Co~pany also carries on a genera.l', grain, 
. . '., , ~ ... ' . .. 

" 

bean) ~lling and~e:rchandise business~ I t ~a.nufacturesand'deaJ:s 
,", 

in :p'6U1:tl'Y foods) o::?erates alfalfa. 1!l.111s, barley rolling miiis)e'tc:'~' 

,.A group' 'Of the stockholders-of Southern .. , paCifiC. "Milling 
, " ,,'"., 

9o::.p~ny own all but 122 shares of t:r..e2~ OOOsbares of. Salina'sVal",:,:: ... . 

ley L~ber Co~:pany, a 11..1!tloer corpol'ation ~hich ol?er$,tes ins~,v~iai' ..... . 
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of the larger cities in w:b.ich Southern l?acificMilling Company 

also operates. The administration of the two corporations has 

been in the same hands. It is now :proposed by Southern :Pacific' 

1:illing Company to issue 2~ 000 5..1.a.res of its common stock of ,a 

total par value of $200)000 in exchange for the properties of 

Sali:las Valley ::".mlber CO!Zlpany. It is stated by the applicant 

tha.t these :prope::-ties of Salinas Valley Lumber CO!Zlpany cost 

$l72,?48.33 and have ~ present 'Val".le of $176;,262.02_ At'the hear-

ing the applicant stated that $1J.,034 .. 08 should be added to this 

sum as representing certain pro~erty which had been overlooked in 

the inventory .. 

The applicant stated that it wa.s held to be desirable 

by reaso~ of tile identity of interests,. toa:o.a.lgamate the two en-

terprises, particularly in view of the plan to issue the preferred 

stock. 
.' ','.. '. "". 

This Cormni sSion, of course,has jurisdic.tion only over 

the affairs of this corporation in so far as it cOl.'lducts·a public 

utility bUSiness. 

]"ro::n figures submitted. by the ::!.pplica:nt~ it woUld appear 

that for the fiscal year ending !t.a.y 31) 1912, apprOximately 37 :?er 

ce:lt~ and. for the year ending May 31, 19l3~ approximately 40 per-

ce':Q:t of t:he re'Ve:nue was derived from the warehouse or :public utili-

ty business. The re1ll3.ining revenue. came from the sale of bags;.. .. 

twine) feed and from the grain~ "bean, merchandise and.' collateral 

business of ~e applicant. 

The a:?plics.n"t submitted the following appraisals of its 

o~ properties and those of Salinas Valley Lumber Company: 

SoutAe:::a. Pacific Milling Com:pa.:nyJ ••• $712, 986.36 

Salinas Va.lley Lumber Company, ... _ •• 172,748.33 

Total, ••••• $885,734.89 
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Presen'tValue 

$765t505~69, 

176, 262'.O~ . 
. "",,. " 

$941) 767~7~ 



Brc't. Fwd ........ 'O'O ..... tees, 734.59 $941,.767 .. 71 

The applicant submitted as the 

value of ~roperty overlooked in the inven-
tory of Salina.s Valley Lumber company ........ . 

~~ich, if added to both e~st snd ~resent 

value ~o-:.U d give .................. 'O'O .... 'O .' ................ 'O... $8,96, '768. 75 $952,~ 8;Ol. 71 

In tilis valuation no deduction is :oa.de for d.epreciat.ion·on 

warehouses. The Co:::.missio:o. :has not assur.led.. to check 1ndeta.il these 

figu::-es l :for th'ereasoXl that this Com.-:U.3sion is concerned. only with 

the l>u'blic utility features of t:r.is eZlter:;rise. Ar...v findings .;that :o.ay 

be ~de herei:c.~ t;'e:::,efo:"e, '!'Till be with the :reservation as to vaJ:ues 

to oe placed upon the :p"llblic utility properties of this applicant: 

:£'lle :::.::::tlicant subci tted in its annual. reporta to this Com.-

:i:..issio~ the following income statements for the fiscal years ending 

May 31, 1912 and May Z~~ 19!~: 

OpeTati~g Revenue 
Operating :3xp€l:lses 

~retO:!,;lerat.ing Reve!lue 

Ot:c.el' Income: 
In-;:'e:-est ~nd. Dividend 
Miscellaneous Non .. operating Revet:.ue 

~~tal Grosl:! Iuco:::le less Operating Exp. 

:oed ':lctions: 
I:a:teres·-:' 
Ta.."(es 
Depreciatio-:l; 
Total Deduct.ions 

Net Co:-pol'ate Income for Year'l 

Su.xplus oeginn:l.:cg ofyeaz-
A.id de:pl"eciati'on for ·1912 

~otentered onledger t 

~dllctio.tls :for yea.r.:· 
uncollectible Accounts' 
Losses by fire 
Divid.ends 

Surplus at close of year 

(1) Deficit. 
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1912 -
$24~~882~06 

154 1,857.30, 
89>004,. 7$ 

$ 1~ 046.00, 
6~30~.81. 

96,353.57 

$ 14,72l.95 
4,209~79" 

350" 97l.23· 
$ 54:1902 .. 97 

'$ 41,450 .. $0' 

$235:1577.45 

........... .., 

$ 274.~81 
4~ 708~5.7 

26~ 7.75.00 

$245~269.87 

191a' -
$21C):196~62' 
. 160,034 ~62. 
• . 50.;262 .. 00. 

$1~042.0~ 
2,001.00, 

53~265.06' 

$ 15~70a:~74 
3~?20':?O" 

38'a905~'OO: . 
• 58()345,~ 44 " 

'5~140~44' 

. . 

. 35,. 971. 23·' •. ' 

....... ~ 
'3.73.07 

26,775~OO 
. . " .,' 



Mr. :Fairfax lie Whe~lan, Vic,e President of Southe:::on, Pacific 

Milling Co::J.pany, testified tl'l2.t this corpora:tion had ps,id dividends 

uninterruptedly in the amount of 6 :per cent on its outstandingca:p~. 

i tal stock since 1893 1 and stc;te d tha.t the surplus at ~he close" of 

the fiscal year 1913 amounted to $248~952.39. 

A:r?:Plicant p::.-esented at' the hearing the, oalance sh.ee"t as, 
of J'J.ly 1, 1914, as folloW's: 

"" .............. l1li ..................... . 

Merchandise .... 4 ••. - •• ,. *. ~ ...... ","' .: ........ 
Office Fixtures •••••.•••••••.••••••• 
Live Stock ani Equipment •.••..•...• ~ 
~~3.1 Estate and Imp. • •.• ~ •..• - .•.•••• 
Cleanil:lg Plan-ts ...... 41> ............ eo" ............ . 

Earley Mills •..•.•.••.•.•••••••• ~ •.. 
l}..i-lls· Re.ceivable ................ - - ............ . 
Accounts ?eceivab1e .~ .•.••••••••••.• 
Stocks and Bonds •.•.•..•••.••••• ~.~. 
Grain Loans .••••••••••.••••••••• ~ •••• 
0.. B.. Rez:l.. Etc'.. .. ......................... . 
Patents ......................... " ............ . 
Rents 1 Taxes and. Ins. . .......... "" ......... ' . 

Ca~i 'tal Stock 
Surplus Funds 
:Bills J?~.ya.ble 

Liabili tiee. 

· ............... ' ........... . 
• ............ *' ... ~ ............. . ........................ ' .. ' ..... 

)_ccounts Payable .................. ' ............ . 
Cut. Business ••.•••••••••••••.•••••• 
Collate~&l Loans •••••.•••••••••••• ~-

$ 6~045.95 
. 111,317.90 

54;.lS3.98 
8;t055 .. 76 

508;t4'79.54· 
8S~ 518:.41 . 
62,082 •. 71 
54;872~77 

173;956 .. 81 
17 ,314~5'O 
14,165.68" , 
8,8'68~99 
6,290~OO 
4,752".49' 

$446,250.00 . 
269,015.SO: 
275 7 °00 .. 00 

64)494.49 
3~329~87 
16,792~OO 

J):'aft Account • • • • • ,. _ • • • III • "" • • • • • • • ... • • __ .;;1:.l,t..:9:;..?.:..;3::..:.~ 9;:,;3;::,. 

Total .~ ....... $1,lOZ,855 .. 59 

The a:p?licant now r..as outstanding an issue of 4,462t ' 

shares of common stock of the psr value of $100 per share, ora 

A:9:91ic3.!':.'t has now ~1).thorized z.total .issue of $l,O~O~OOO 

of stock; $250~ 000 of preferred, and $750~ 000' of common., It :pro-

?oses to issue the 'entire block of $250 , 000 of prefer=ed.stock as 

p::-evious1y noted :;:.nd to issue at this ~ime $200~OOO of the col'Iltllon1' 

which would lea.ve' it with stock outstanding of both classes in · 

the sum of $896) 250. T~e balance will remain in its treas.ury. 
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The :preferred stock whic,h the ap:plicantpro,oses to, 

issue will cs.ll fo!' 7 :per cent cumula'tive dividends. Thereafter 

7 :per ce:l.t may be paid upon the COl::l::lon stock~ and after such pay-

ment upon the common stock 7 in case other dividends are declared.,: . · .... 1:.- ' 

the holde:-s of the preferred stock shall'participate the:-ei'n with 

the holders of the common sto ck in the ratio of one dollar. for ~&ch 

share of )referred. stock issued. and. ou"tsta:Q,ding to two dollar.s for 

each sh.a:-e of common stock then issued and outstan,ding. The ~re-

" ",',~::' '. \.' ,';: ,.-/,,': . 

ferred stock will be callable at 105 :per share on December 31, 19l9~ 

or ou any December ~:i. thereafter, in whole arin pa.rt. 

It is the ~u~ose of the ap~licant~ as eA~ressed at the 

n.earing, to provide ~hat the stock~ if redeemed~ will be ca.lled by 

lot .. 

It \OSs stated Cl.t the nearing by wi tnesses for a:p:plicc-..nt 

that regular di videnc.s of 6 per cent ha.c. been :pai d on the stock of 

Salinas Vz.lley L'1.1.::llber Company; that the book value of such stock 

tr$.$ $121.80 :per share; ~nc. that the property would bet·ransferreo. .. 

eit~e!' ~ree of indebtedness or 7.'ith current :lssets !:lore t:t.an suf-

~ :!:icient to ex'tinguiwh a.ny existing inde'btedness. -
It ~dll v.no.oubteclly be necessary for this CoIm:l1ssion 1 , 

to draw a sl'.arp distinction 'betwee::l the publi c utili'typroperties 

of this applic3.nt s.r.d. its ether hold.ings. In ~assing upon this 

aJ?::?lication~ l-:.owever, the CO::u:lission has in r.linc. tne enterprise as 

~ wtlole) and. this must 'be necessarily so, for t,he reason that in' 

the presentation no effort has been :::.a.d.e to sc:;tarate the public 

utility ~ro:gerties from 'chose fea-:;ures of thebusincss r.hich s.re' 

not ::,f ;;:. public utility characxer. I t may become necessary., for 

this Commission toinq.ui=e into the val u.e of the pu"olic,.".tility 

propertYI and. in passine; upon the application nerein it does not 

fix or deter:Cline any~values whatsoever as ~p'licable"to the pu.oli~ 

utility pro;!?ertiesof 'this a~:i?lican't. 
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Wi th this clearly understood, ! recorJI!l!end that this 

appli cation be g.ranted 1 and submit the following form of order; 

Southern Pa.cific Milling Company having applied J .. o 7.his 

Co~~ission for authority ~o issue 2 1 500 sharez of its preferred 

stock of the par value of $100 ?er share. and for authority to 

issue 2;tOOO shares of its common stock of a. pZl.r value of $100 :per 

share, 

.A."ld a hearing having been :held a!l.d it appearil'ls.that the 

purposes for which applicant proposes to issue said pl'ef.e:rred stock . i.· 

a.nd sai d common stock are not in whole or in :part chargeable to o~-:­

era-ting expenses or to income, 

IT IS EER:£BY ORDE?.:sD tr..at Southern Pacifi~ Milling .Co::o.pany 

be siven authority and i'C'is J::.ereby given authority to issue' 2~500 

snares of its :i?referred stock l said preferred. stock bei.ng7· ;per cent 

cUl:llu1ative 7 of -:he nat~e described in 'the aforesaid opi:nion~ and 

!:!ore exactly as described. ill a.:;;)J?~i cant \ s Exhibit ":st, on file in con-

~ection wi 'tIl the application herein to which reierenceis here"by:nade, 

:~ IS FURTHER OR::r£EED the,t Sout1::.ern l?aci:t"'ic Millir.gCom-

"9any be given auth.ority and it ishere'by given au.thority to issue 

2~OOO shares of its CO!!lmon stock of the p:;:.1" value of $100 per share. 

The aut!lo;'ity b.erein given is given u.pon the, f"o-llowing.con-

ditions a..."'ld not otherwise: 

(1) Applicant shall sell its prefeJ:'J:'ed. sto·c·k herein 

au.t:r~ol'ized at is. price not less than $92.50 pel' share. 

(2) The proceeds received. oy applicant f'OT the· s:,lle . of 

its preferred stock sha.ll "oe applied upon its indebtedness toWell.s, 

Par go )7evada national Bank in the sum of $2101 000, and to .J. C. ·Cole~. 

!:l.:m in the Stu:l of $60,000, such indebtedness consisting Qf notes pay-

aole, a list of which is on file with t:b.is Corcmission as part of ::Ex-

hibit "]311 filed i~ connection wi th the ap:pli cation herein to w}l..ich 

reference is ~ereoy made. 
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(3) The coomon stock herein .:..uthorized to be issued 

shall 'be issued to Salina.s Valley Lum.'ber company or the stock-
1 

~~l de::-s of Salinas Valley Lumber COnl:Pa...YlY in exchange 'fo·= the 

properties of the Sa;li~as Valley Lu:c::.bel" Company as inventoried 

by ayplicant in its Exhibit ttD'· on file in connection wi th the 

application herein to which reference is hereby made. 

(-4) Applicant shall suomi t to this Comi ssiona true 

copy of any contract or contre.cts into which it may enter with 

t~e pu:rchase:rs of its preferre d stock. 

(5) The ::?::'operty of Salinas Valley Lumoer company shall 

be transferred. to applicant eit.her free of inc.e~tedness or with 

sufficient cu.r:rent assets to liquidate any ind.ebtednessowing"oy 

Salinas Valley Lumoer COmpal'lY. 
fa\ 
, ..... J !~ot~ng h~rein zhall be taken as a finding 0: this 

Co~~ission as ~o the value or values of all or any part of the 

public utility pro:,:Je:-ties of this applican-:. 

(7 ) Southern Pa.cifi c Milli:::1g Company shall keep sep-
Ie 

arate, true, and. s.ccu!'ete accou-'1ts sho\';"ing the receipt. an~ ap'l?li-

cation in detail of -:he proceeds of the sale of the stockher~:'by 

~'J.thorized. to be issued; ane. on 0:- before 'the twenty-:fifthday 

of each ll:.O.llth the cO::::l?any shall make ve:::'ified =e~orts to the CO!:l-

!tission stating the sale or sales of said stock during the j;lre- . 

ceding !llonth.~ the terms and conditions of the sale, the ,moneys 

realized theref:-om, and -='he use and application of such moneys-, 

all in accordance with tr.is Commission~ $. General CrderNo. 24. 

which o!'der, in so fer as aliplicab1e, is made a :part of this 01'-

del'. 

(8). The authority herein granted shall apply to. such 

stock ~.S s.hall have been issued on or before October 15, 1915. 

The foregoing Opinion and Order are hereby approved 

and ordered filed as th~ Opinion and Order of the Railroa.d c~-
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mi ssio!l of the sta.te of Califo!'nia. 
. ~ .... 

Dated at Sa.n Fra:c.cisco, C~lifornia~ thiSJ.!L... day of' 

October> 1914. 

... .. ,.' ,"'-, 

COI!llllissioners .. 

- a.-


