
:Decision No. -----

BEPOP.E ~EE P..A.I~OA!l COWaSS!ON' 0]' 

In the Matter of the Application ) 
of MO:OES~O FAPlGES WIOIt. B. cor- ) 
pora.tion. for :pe::-m1ss:ion to issue ~ Al';pliec.t1on No,. 2S.'Z'", 
end eell stock. ) 

i 
N. A. RsvrJtixtS".. 0.'£ Ra\1k1ns end. 

:a:a~ns·., for AlJplicant. 

O:?INION 

This is an application "o~ Modesto :E'armera Union.. 

a. cOI1'orat~ox:. oD-gaged: 1::. conducting warehouses &.:ld 1n buy-

ing and selling !eed~ gra~~ been~. fertilizers $nd other 

merch8.lld1se in Modec.to-, Stel:.1sle:u.s County. ana. in Ripon. 

S~ Joa~ui: County. for con!irm~tion an~ ratification by 

this Commisoion of the izz1le of $21.100 :face- value of stock 

heretofore 1llega.llr 1ssuea.,. aI:.d. for D.uthor1ty to issuo 

~"l8: .. 90e ta.ce vt:lJ.ue ota.d.d1 t1on.a.l stock at l'ar. 

A public hearing '1';':).$ held in !!odosto. on '!l!a';f 8. 

1917, 'before EA.!'.JDiner B'a:l.Croft. 

It appears that ap~11eant Was inco~oratG~ under 

the l:l.w.s: of the state of ~lifornta in Mereh .. 1916-. for the 

;pur:pose", among others. o'! taking over the 'business of Il eo-
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0~ere.t1v& assoeiation known ~s Modosto Fe.rmers·p Ineorpor­

ated~ which ~or a number of jQsrs prior thereto ~d been 

eondt!.cting, in A s:ru::.ll "llo::r,. the seme sort of 'business. 7f.c.ich 

applioant is: now conducting. 

Applic~trs Artielas of Incorporation ~roV1d~ 

for 0. total C'$,.:pi tali:;s.tion of $50. 000" eli vid&d. into SOO 

she-res o'! sto·ek· 0'£ the par vo.lu~ of $100 01loh. 

Upon the organ1~ation of applic~t. it issuod 

to ea.ch of its 1ncorpo.rat1ol's,. .A. B. Shoomalce',. J. X. 

Corson. Nels lle.nsen,. Guy H. YJ.l1er ana ?. A. Carson.,. 40 

shares of the Comps.n:7's eap1tsl stock in exchango :for 

c.ll. of. the pr.oport,. and .e.scetz o't Mode~o Fe.mors;,. Ineo%'­

pors:ted,. end $1000 cash from each of so.1d. inco:r:;po'ratore. 

App11oant:ts inco:rporators !lstimatad the property e.;o,d mOl1¢j 

so tr~s!erre~ to-b¢ worth fully t~e per value of tho stock. 

~heres.ft:er app·11ee.nt issue-d. and sold. to C .. B. TOr.:le.y~· o:c.~ 

of its em:ployec.s,. 10 8~e$ of its cs.:p1te.l stock a.t :pa.r,. 

$0:".0. to Maud ? Uiller,. tho wife of Guy. R. 1I..1l1eX" e.'bov~ 

mon~ione~. one share at par. 
All o! this stock was issued WitAout a~~11cant 

Aa71ng obtained ~uthority thero~or from this Cocm1ss1on, 

@d.,. accordingly .. all of ,such issue- is voiCt; but it a:ppe~s 

from tho evidence thet all of zaid stoek w~s 1ssue~ b7 

&~~licant in good faith and that tho only reason it did 

~ot apply to this Commis$ion tor authority to issu~ t~e sgme 

was that· its officers did. not real1~e" that tlpplice.n't wee a 

:5".1."0110 utility. " 
A.t the hesr1ng~ s,;ppl1ce.nt su'btl1tted figures ~g 

of 'N::J.:r 1 .. lSl'l, showing its tots.l assets. as est:tt:!lted. b:r 
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i'ts officers» to be $41..256,.SZ, !lnd. its, total lio.'bilitiG's 

to 'be $10 .. ,643'.84 .. leaving e. belo.:c.c& o'! $ZO~5!3,.09,. or 

epproxi~atol~ ~~4S ~or shar6/ of 3toe~ outstanding. 

As tho is~~e of all applicant's 3toc~ is vo1~, 

this Cot:m1ss1on ¢OJl:::l.ot Qonfi:rm 0:' :r:s:ti~y same·,. but it 

can ~uthor1zo the issue of stock to t~e tho plac& of' that 

hereto~ol"o illegally iZ5Ue~. 

The main d.ifticul ty 1:.1 this application., howover .. 

crises fro~ the fact that ~pp11cant is cond.ucting e ~riv~te 

'business in conjunction with c. ;public utility 'business,., end 

if this C'orn:01esio:l eho".llCl autbori:zO' tho issue, of' $40 .. 000: , 

pa:r ve.lue ot e.P3>l:tcCllt~s' stock l'ro"os'bly not more- than $5,,000. 

or $6",000' o~ thO' pl'eceoels. V/Ot:.ld. "oe usect fol' the waroDouse: 

or puolic utility ~usinese conduct~ by applicant" ·d.hile the 

r~1nder would be use~ tor buYing ,$nd. selling gra1~. ~ood-

s,tu:r~s. ond othor :no:-clland1Sf). As ste.::oQ:. by th10 Co=.1ss.1o:::t 

in tho appl.ication of C'Ol"co~....n. lli.ll 'and Warehouse" . r~ported. 

in Vol. &, Opinions and Order~ o'! tho :a:.11road Co~:tsS1o:::t 

o~ t:to state o:r Cs.11!o:r:-:io. .. p'. 796: 

"This Co:un:tss.ion has c'ons1s~ontly en­
couregod: ond. reeo::mer.de'~ corpo:-ationz d.oi:cg 
mixed bus1ness&s to sc,ereto their ~u'b11a'util­
:tty froe t~oir non-~ub11~ utility businesses. 
~~ere arG csses in which it msy not be fe~sible 
tor 010. established cOIn!'an1oswhich may be con­
ducting both classos of business to se'~l"ate the 
we>,.: el though tho inconveniencos s.nd. d1sadvanto.ges 
of such ~ combination er& so great that ~ number 
of euc:h com!'t-.nies ha"le: a.ll"e~d.y effeeto<I. such s~a.r­
c.tions. When '0. no~. CO!ll:psn.:r is 'being tormod-,~ how­
ovc.r, we should. bo orrory slovr indeed. to authorize 
it to e~tor u~on a course which oxper1ene& ha~ 
ShOWA to' be fer from so.t1sfacto~ both to the com­
"Oe.nies. S!lc. to this Comm1sz:1on; for o'l:l.v.iousJ.y tbe 
iog'tcs.l time to r~~~ such sepal's.t10:o. is ·,a.t, thl) 
outs.et.~· 

This euo!oo't WOoS 'd.iscu:::sod f.l.t some length 3t· the 

hoaring of tho ~re$cnt D.j?l'licat,1011,. ana 8.:pp11co.ntYs o:f':f'ic(\'rs, 

st~te~ th~t it would b~ decidedl7 d1:f':f'1cult for them to 
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separ~te their public utility from thcir non-~ub11e utility 

ousiness: ~t this timo. At the close of tho heer1ng~ ho~­

ever,., they zt~ted that thoy wo'O.ld "00 w111i::lg to sopar£4te 

their two classos: ot business; wi thin a. yea.r from a.at&" ;pro-

vidt~ the Commission would pe~it ~he~ to continuo in 

business along their ~r&sent li:e~ until tho separ~tion 

could. "00 affected wi tho'C.t upsO'tt1ng this zoason"s b':lOiness. 

~nd~r thes& conditione we are of the opinion , 
that a.pplicll:Lt should 'be authorized:. to issue new stock in 

plaC& of t~t heretofore il1egell~ issue~; but on account 

of the conte:nplatEl'Ct sope.ra.t,ion of the two clc.zees. of 

"ous~ess; it· Will not 'be te~sibl~ for ap~11e~t to is~~ 

tho, lS~ sha:&s of additio~.l stock as ro~ue$t~ in itz 

appllcet10n. 

ORDER 

ap~11o~ to t~s Commission for the eonfirmet1on end 

ratification of the issue o~ 211 shsres of its capital 

stock heretofore illogally 1 ssuee.., , s.nd for author 1 t,. to 

issue 189 adcli tio:c.e.l sharcs of said stock of the- pc:r vsluo 

of $100 p~r s:as.rEt~ and e. :?ublie hearing ho.ving been held: 

end the Co=:Z.ssiol1 ~ind:tng 'tl:at the :p'O.%'l'oses for whiel:. 

the said stock was iecue~ or the proeeed~ thereof used were 

reasons.bl,. requil"oct for tho ptrr),:)o,sos. to which th49Z" Vf(!l:e 

devoted.. and thl.l.t such p't'lr:poso or l:)'arposos: o.re no,t in whole 

or in :!tart ressonably ohargettble, to o:pera.titJg erpence-& or 

to income· ... 

I~ IS -:.:r:!?.z:BY OEDEP.ED thD.t Modo st 0, Farmers. Un1o%l:,. 

a corporation. be and the same 13 h0rGcy authorized to issue 
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21l shares ef its ce.pi tal steele,. ef tho par vsluEt o:! . 
~OO' each,., as fellows: 

TO' A. B. ShO'ecnke •••••••••• 
~e J. K. CersO'n •••••••••••• 
TO' Jels Esnsen ••••••••••••• 
To ~uy E. M1l1er ••••••••••• 
~~ R. A. Csrson •••••••••••• 
TO' C. B. Terney •••••••••••• 
TO' Y~ua ~. M11ler •••••••••• 

<,.0 ei"..s.res 
40. tr. 

40, '" 
40 tIP 

40 ,. 
10 ,. 

1 shere 

Tho euthorit1 here1n grantoa is granto' on th& 

fellewing eondi tiO'ns,. t:~d nO't O't:'aer:rise. to..s.v1t.: 

1. Modeste ~srmers UniO'n shall ~ot iS3U& er 

deliver any ef said stec-k 't'Ill.til all the cort1f'ica.te·s for 

the 211 shares 0'1: zueh steck which z&id C'O'ml'a.n;.r has hore­

tofo:oc. illegs.l~ 1ssuoCt shall he.ve been ret1l....""'noCt to' said 

CO'mpany end cancelled by it .. 

2. UodestO' F~rmers UniO'n shell repO'rt to' the 

P..:;:.i1rosQ. Cemmission, wi thin twenty (ZO·' d:l.Y3 after the issue 

O'f the respective" certificates. O'f stO'ck, the faco value O'f 

the same and the a.pplication ef the pre¢~eds thoroo~ sll 

in accO'rdance with this CO'l:lm!ssion~s General order NO'. 24 .. 

wh::'ch O'rder" in so far £1,.& a.Pl'11ca.'ble:,. is made e. part o~ 

tl:.1s erd.er. 

3. ~be authority herein grant~d. shall eppl, to' 

such stO'ck as shall be issued on O'r b~fore Septembor 30. 19~7.. 

:Dated. at San Rx"::ncicco:, Ce.liiorn1a, this I Izf-
day of Ma1:,.. 1917. 

~~;¥~ 
cenC1sSiol:r.~~s. 
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