Deeision No. D2 ox

BEFORE THE RAILROAD COMNMISSION OF TFE STATE OF CALIFORNIA

In tke Matter of the Application of
HUENEME DOLX CORPORATION,
a Czlifornie corporation, for auth- Applicetion No. 19469

ority to issue stock 2nd dbonds and
&uug ﬂ]”

to morigage its property.
Kirlin, Cempdell, Hickox, Xeating arnd MeGromm,
for applicentes

A.I g
:,, *

MeCutchen, Olney, Mennon & Greene,

BY TEE COMMISSION:

OPINTION

Huenere Dock Corporation, hereinefter sometimes referred
to as the Company, asks permissioz to issue 14,000 shares of Class A
stock, 2,450 shares of Class B stock end $1,600,000.00 face velue of
5% seriel donds, all for the purposes hereinafter stated.

Lpplicent proposes to acguire, construct and operate at
Eueneme, Ventura County, & terminel project, consisting of a ship
cenal, centrsl maneuvering besin, slips, docks, transit sheds, ralle-
road fecilities and other mroperties necessary for the shipping, load-

zg and storing of cammodities. It intends to operate LOX profit 2
wherfinger and werebouse dusiness in a menmer whiclh brings 1t under
the jurisdiction of the Rallrosd Commissione.

Ac part of the first unit, Jetties are 10 be comstructed
into the Pacific Ocean on either side of <the submarine valley, which
approackes close to the shore at Polzt Hueneme, California. A ship
canel 400 feet wide 2t the bottom and 35 feet deep 1s to de dredged
ané constructed through submerged and tide lands and uplands at Point
Bueneme to & distance of adout 1,700 f2¢t inshore from mean high tide
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opening into a centrzl meneuvering basin approximately 1,200 by 1,400
Teet and 3C feet cdeep end constructed upon lands 0 de acquired by
the company. 4 wharf 1,200 feet long is to be built slong the
southerly side of seid basin and xrailroad trackage connecting the same
with the line of the Ventura County Railroad. 4 transit shed adbout
160 by 500 feet ic 10 be erected and shout a lS-acre open transit
space 1tz 10 be provided,

The estimated cost of constructing the first umit ané
ecquiring lands 1z $2,600,000.00. This sur includes land at
$500,000.00, The United States Govermment through the Federal

administretor of Public Works, will, sudbject to certain conditions,

acquire from applicent $1,600,000.00 of 5% seriel bonds. The balence,
$1,000,000.00, is to be financed +through the issue of stock. In addi-

tion, applicant will obtain if necessary the sem of $400,000.00 for
working cepital, additions and betterments and other corporate pur-
poses.

The goverzment hes agreed to acquire the $1,600,000.00 of
bonds subject to seversl comditions, which are contained in the loan
agreement filed in this vroceeding. I? is rot necessary to relate
such conditions. The evident purpose of the conditions is to secure
the payment of <he govermment loen. To this end the company must
provide, if necessary, through the lssue of stoek, cash, properties
or services having a fair value of %1,400,000.00, which includes
about 1,073 acres of larde. It shall enter into & management con~-
tract with the McCormick Steamship Company; into & contract with the
Ventura County Reilroad Company %o assure rall transportation to the
port; end Into = contract with the American Beet Sugar Companry cover-
ing its shipments <through the compeny's ports. So long as any of the
boads ere outstanding limitetions are placed upon the company's adw

ministrative expenses and dividend rpayments for the ostensible purpose




of enedling the compary o meet its bornd sinking fund, bond purchase
funé ané boné reserve fund obligztions.

The Americern Appreisal Company hes placed & value of $555,633.
on 1,059.3 scres of land thet are to be a paTrt oI the projecte This
does pot include a portion of the United States Lighthouse Reservation
acquired by the compezy at pudlic euctiona

E. P. Meauliffe, an assistant engineer and land epyraiser for
the Commissior, bhas placed & maximum velue of 5387,013.00 on the 1,009.3
geres. The lighthouse property (13.5 acres) acquired at & cost of
$13,500.00 is not included in his appraisel., The difference in the
two apprelsals erises from different values essigned to land clessi-
fied as potential townsite larxd and potemtial deach subdivision land,

Though there is g substeantizl difference beiween the land ap-

preisals defore us, we do not deem it zecessary to modify on that ec-

count applicant’s request 10 1ssue $YOGKS and bendse  WE are DIO"

ceeding oz the theory tiat the company will acquire txe lands descrided
in Exhibit "Er and thet the company's proposed mortgage will be a
£irst lien on such lends.

Exclusive of land ané orgarization expenses, the cost of the
compeny's properiies is estimeted in Exhidit "D® as follows:e

D:edging a & = o @ & ®» & e ® b .$755,OBOQ
'Tetties L) - - [ - - - L] - L] - - 372,375‘
Rock Revetment . . . - . . . . 130,000,
Tha=f No. 1(1200T x 67} , . . 230,206,
Bulkheads - - -. - - - . & e . @ 68,000.
Vater SUPDLY -« ¢ o o = o « o 19,800.
Railroad (6010 lir. fecet includ-
ing ¢rossovers,etCe) . . . . 23,6604
aivement . & e o s o o s v o o 51,95;.
e e I‘-..Sit She - - L] - L - - - - 76 25 L]
Sub-'total......-‘:ﬁl,:I:,'.’E..o
Contingencies 4% on $1,717,23 e cceees 68,589
Total coastruction cost.. $L,785,920.

Auxiliary expense~nrelimizery,cdmiric-

trative, engineering and legal

214,080,
Totel estizmated ¢OStecse $§T§U@f€6§7
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The company hes submitted an estimate of itz operating revenues

ané expenses for a period of twelve years. For the first, second and

third year of operation it submits the following figures:-

|

Taird
Yeur

second
Year

(R ] )
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MONMGH Ld - - L] - L - - - -

255,000

470, 5000
12,000.
6,000,

F 225,300,

295,200,

Igé’zcc.

72,500

[

225,000 240,000

398, 500. 434, 500.
10,000, 11,000,
5,000 5,500.
Z13,500. 3 451,000,

Gross revenues . . e .
RENt21lS ¢ o o o o o o o
Railroad earnipgs . . .

Lip
L)

TS 80 0 B0
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' TOteleeeccaan
DEDUCT:
perating expenses . . .
Nect Operating Reveaue. . .
DEQITCT:
interest o o 0 e . . . .
DZEDUCT:
rederal 08X o+ o . o 4 a3 8,000. 10,400, 13,300,
Onera.ing profit 69,000, 86,090 107,500,
MeCormick® Co.'s 1/4 net
:eceibts * o o a o & 10,000. 15,337.50: 14,375,
Net profit— Operating profit
less MeCormick Co.'s 1/4
et receiPts cecescnccceseasS 55,000, 8 71,012.50:5 93,125,

£60,500. 278,000,
153,000, 175,000,

80,0004 76,250,
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Applicant hes an autkorized stock Lssue of 27,300 sheres
divided into 24,000 shares of Class A, of & total par value of
$2,400,0004, and 3,300 shares of no par Class B stocks, Tre Class &
stock is entitled to dividends at the rate of 6% per anaum before any
dividends are paid on the Class B stocke Prior to January 1, 1940
the divicdend on the Class A stock is noxncumulative., After Jeruery 1,
1940 the dividend is cunulative to the amount earned, dut not exceed-
ing 6% per snnum. Tke holders of Class A stock have no voting rights.
The holders of Class B stock have the exclucive voting rightse The
holders of Clases A stock sazll not be entitled t0 any notice of share-
holder's meetings or To vote udon the election of directors or upon

gay question affectiing the manszement or affeirs of the corporatiom,




except where such notice or vote is required by law.

The Cleacs A stock mey be redesmed prior to Januwary 1, 1940
by the compary at $105. per share and after Jenuary 1, 1940 at $10S.
per share ard the sccumulated and uapaid dividends. Tpom liguida-
tion the holders of the Class A stock receive $100. per chare cnd
the geceuvmulated and urnpaid dividends.

The Board of Dircctors is given the exclusive zuthority and
discretion to determine whether or not any dividends shall be paid
on the Class A stock prior to Jaauvery 1, 1940. JAf%er January L, 194C
the dividends on the Class A stock, as saild, are cumulative, dut the
ennual emount of dividends shall ir no event exceed 6% upon the par
value of the stock outstanding on the lact day of the calendar year,
and subjeet to seid limitaetion skall be the amount of the net esrn-
ings of the corporstion for suck calexndar year. The net earnings
are defined to be the net profit of the corporetion calculated dy de-
dueting from the gross income of the corporation from cll sources, all
corporate expenses, including in such corporate expenses all losses,
expenses of operation and administiration, meinterance and repair, de-
preciation, insurance, rentels, license fees, interest on funded and
other debt of the corporation and all irncome and other taxes and
assessmentse The armount of the ennucl net ecrnings shell be deter-
nined in accordance with standerd accowntling nractlises consistent
with the defiritionr of met carnings herein mentionmed, by 2 certified
public accountant chosen by the Board of Directors of the corporation.
The accountant’s determination of the amount of net earmings shall
be finel andé conclusive,

No dividends may be paid on the Class B stock prior to Jane

nary 1, 1941 unless all of the Class A cheres outstanding theretofore,
or shall be concurrently therewith, retired by redemption or purchase

by the corporation. safter Jexuary 1, 1940, the dividends on the Class

A shares shell be declered and set epart or vaid before any dividends

ere declared or paid on the Class 3 stocks The capital stock of the
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corporation shell not de subject to assessment.
The company, as seid, asks permission to issue 14,000 shares
of Class 4 stock and 2,450 shares of Class B stock in the following

units end for the following purposes:-

No. of Shares
class B
175

Purpose Cless A
To pay prellninary Cco5tSccsceces. 1,000

?
FOI' l‘mber FTE RN E R WA I I BN B R R B 1’500
For lands 'EREREEEE RN RN N NN NN NN NN ] 5,000
For construction pPUrpPOSESececsaces 2,500
For cash for working czpital,etc. 4,000

Tot&l‘.............. IQ’UUU

. s

262%
875
437%
700

The emount for cash will be icsued only as such cash is
needed.

Information at hand shows that, broadly speaking, three dif-
ferent interests provide the equity to support the compary's bond
{3sue. The Cless A and Cless B stock will be issued to such ip-
terests in payment for land and lumber or issued t0 them for cashe
The stock may be issued in urits of ten shares of Class A and one
end three fourths shares of Class B siocke I;itially the owners of
¢lass A stock will elso own the Class B stocke 3But there is no
certainty that this condition will preveil indefinitely. Waether
the company will realize +the income shown adove is in our mind doudi-
#ul and obviously dependent to e great extent upon the management of
the properties. As the company's Articles of Incorporetion now read
the owners oF Cless A stock, decause of such stock ownership, have no
voice in the management of the properties. We believe that Class 4
stock should after Jenuary 1, 1940 bear cumwlotive dividends at the
rate of &% per enmur, paysble quarterly, end that 1f such dividend
1z not paid for a period of fifteen consecutive months, the owners of
such stock should have ome vote ror eack share of stock owneds Such
voting rights should coztinue until ell eccumulated dividends are
paid. The provision in the Articles of Izcorporsiion that dividends
on Class A shares shall be cumulative only in the amount of net earn-
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ings, but not exceeding cix per cenl peér arnum, should be stricken
from the Articles of Incorporatioz.  Any contracts or voting trust
agreements relating to the operation and management of the properties
should, after January 1, 1940, with the consent of counsel for the

Federel government so long as it is the owner of the ¢company's bonds,

be subject to change snd modification by the Board of Directors of

the company. It would be unfair to tae owners orf Class & stock 1T,
because of the compeny's failure to pay dividends on their stock, they
obteined control of the commany but could not effect changes in the
menegemeat of the properties becsuse of long time coatracis or a vOt=-
ing trust agreeument.

there wes filed with the Commission on August 13th & copy
of the company's proposeld trust izdenture. Incsmuch &3 somevor the
pertiec interested in such instrument have not yet approved the same,
the Commicsion will not =t this time suthorize its execution. it
we hereafter £ind the trust indenture to de in satlisfactory form we

will cuthorize itz execution by a supplemental orders

CRDER

The Commission havirng been asked %o suthorize Eueneme Dock
Corporation to issue securities in the amounts and for the purposes
indicated in the foregoing opinion, and the Commission belrg ol the
opinion that this 1s not a maitier on which & hearing 1s necessaxy,
that the moncy, property or labor %o be procured or pald for by such
{ssue iz reasounadly reguireé for the purposes herelxz ssated and that
the expenditires for such purposes are 2o in whole or in part
rezsonably chargcedble to operating expense OX 1o ircome and that the
company's request should be granted sudject to the provisions of this
order, ané nod otherwilse, therelore,

Ve
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IT IS EERERY ORDERZED a5 follows:-

Hueneme Dock Corporation may after the effective date hereof

end prior to December 31, 1935, issue for an aggregate
consideration of $1,400,000.00 payadble iz cash or properw-
ties % their fair velue, 14,000 zheres of 1ts Class A
anéd 2,450 sheres of its Class B common stock, said cesh
to be expended or said stock issued for the purposes szt

forth in the foregoing opinlon.

Hueneme Dock Corporetion may,efter the offective date hereof

and prior %o Decembder 31, 1935, issue at not less than

per, 31,600,000.00 of 5% first mortgage serlal bonds and
use the proceeds for the purpose of paying in pert the

cost of ceguiring snd constructiﬁg the properties descrided

iz Exhibit "D" filed in this proceeding.

re guthority hereiz granted %o icsue stock will become effec—

The

tive when the dompany hes filed with the Commission a2 ¢opy
of its Articles of Incorporation aended, as indicated in
the foregoing opinion,and haes filed a stipulation duly
euthorized by.its Board of Directors agreeing thet it will
incorporate in azy and all contracts or voting truct zgree-
ments & provision to the effect that efter Jamuwary L, 1540,
with the consent of counsel for the United Stetes of Amer-

ice so long as 1%t is +the owner of the company's bdonds, all

“such contracis or votling trust agreements are subject to

nodification by the Board of Directorse

authority hereir granted to lssue domds will become effec-
tive when the company has paild the fee prescribed by Sec-
tion 57 of the Pudblic Ttilitles Act, which fee is Thirteen

Eundred (81,300.00) Dollars, end when the Cormission has

authorized thie company to execute a trust indenture to

Cam




secure the payment pf the sald bonds.

5. Eueneme Dock Corporation shell keep such record of the issue-
sele and delivery of the stock and bonds herein suthe
orized ard of the disposition of the proceeds as will
enzble it to file, on or before the 25th day of each
month a verified report, as required by the Railroad
Coxmizsion's Generel Order No. 24, which order insofar
as appliceble, is made a part of this order.

6., Eueneme Dock Corporation shall file with the Commiscion
within e recsonsble time after thelir execution, &

certified copy of any and all contracts or voting trust

agreements relaving w0 vie ODSTATioN &nd MAnGKemEnt

or 1tz properties.

DATED at San Francisco, Californic, this 2% day of

August, 1934,
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