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',\-"':jf,~04 Decision No. ~,~ ~ .") 

BEFORE THE RAlI30AD COWJ!ISSION OF TEl! STATE OF CAtI:FO?.NIA 

In tbe Metter ot the Application or ) 
F. F. SMITH &. COMPANY,INC., ) 

~ corporation, tor an order eutb.orizing ) 
the issuance or $25,000. par value ot ) 
new preterred stock, and also tor euth- ) Application No. 199~ 
ority to add to the capital stock ot ) 
the corpore. tion. ) 

BY T'".clE comcrssI ON: --
OPINION' 

Ii'. Ii'. Sm1 tb. &. Company, Inc. has applied to the Ra:!.l:oad 

COmmission tor an order authorizing it to re-elas~ity its capital 

stock an~ to issue its new six per cent preferred stoek or the total 

par value ot $25,000. and to distribute the same to its ztockholderz. 

It appears that F. F. Smith &. Company, Inc. 12 e:c.gage4 ill 

the general mercantile business in Secrcmento and incidentally thereto 

in the public uti11ty ware~ou$e bus1ness tor t~e storage of grain, 

seeds and other commodities. Its annual reports to the Co::m.1=s1o::. 

indicate that its utility operatiOns constitute bnt a small part ot 

its total business, its 1934 statement, tor exemple, sho~1ng utility 

gross revenuez o~ $1,184.63 and no~-ut111ty grozz revenues or 
~94,.210.86. 

Information on tile with the CommiSSion shows that hereto­

tore" applicant has had an authorized ca~ital stock o~ $SO,OOO.~ div-

1ded into 500 share$ ot the par value or $100. each," all common, and 

all icsued and outstanding. During 1933 the company amended its 

articles o~ incorporat1on so as to provide tor an authorized capital 
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stock of $75,000. divided into 750 shares or the par value ot $100. 

each, ~nd consis-:inS ot $50,000. or common stock and $25,000. or six 

per cent cumul~t1ve preferred stock. 

Applicant now request~ the Commiss1on to approve the issue o~ 

the $25,000. ot preferred stock to its common stockholders as a stock 

dividend et the ratio or one share or preferred stock for every two 

shares or common stock outstanding. !n th1s connect1on 1t allege~ 

tbat up to Decem~er 28, 1934 1ts undistributed income and surplus 

amounted to $63,578., against wh1ch no securities had been issued. 

However, the company's 1934 annual report shows dividends paid during 

the year ot $l,500. which would decrease the unappropriated surplus to 

$62,078. The issue ot the $25,000. stock div1dend is or cour~e 

chargeable against this amount, wh1ch would turther reduce it to 

$37,078. 

~iv1ne ettect to the preferred stock issue, the company's bal- . 

6nce sheet as ot December 31, 1934 would appear as tollows:­

ASSETS 

Property an~ eq~ipment • • • • 
Current assets: 

Cash • • • • • • • • • • 
Notes receivable. • • • • • 
~ccounts receivable • • •• 
Mater1als and supplies • • 
Pre~ayments • • • • • • • 

other debit accounts • • • • • 

. . . . . . 
$ 981.23 

14,842.21 
67,Z03.91 
69,.597.53 

510.9·5 

• • • • • • 
153,235.84 

7,034.04 

~otal assets ••••••••••••••• $220 2980.52 

LIABILITIES 

Long term debt • • • • • • • • • • • • • 
Current liabi1itios: 

Notes payable • • • • •• $53,500.00 
Accounts payable. • • •• 7,178.39 
Accruals • • • • • • • •• 1,820.~1 

Reserve tor accrued depreciat10n • • • • • 
Other credit accounts ......... .. 
Capital stock and surplus: 

Common stock .. • • • • • • 
Preferred stock • • .. • • • 
surplus • • • • • • • • • 

50,000.00 
25,000.00 
37 t 077.71 

$ 12,750.00 

52,498.70. 
31,756.39 
1,897.72 

112,077.71 

~ote.l liabilities .............. $220 2980.52 
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The compe.::lY's reports further show tor 1934 total gross 

revenues at $95,395.49 and net"proti t tor the year, atter deducting 

depreciation, at $12,062.94, and ror 1933 total gross revenues at 

$74,102.40 and net prot1t at $2~36S.53. 

The financial statementz show that in addition to the sur-

plus the company bad accumulated a reserve tor accrued depreciation 

ot $3l~756.39 aga,inst.properties carried on the balance sheet at 

$60,.710.64. As the company's business is largely ot the non-utility 

meroe.ntile nature it would seem. tbat most or its earnings l:.ave been 

invested in working aS3ete which are $hown on the toregoing =tatement 

at $lSZ,.235.84, ~seo~ared with current liabilities or $62~'98.70. 
F:'om. our analysiS or the company's tine.ne1al h1sto%7, 1 'to 

appears that it has bad surplus earnings, in addit10n to those rep-
, . , 

resented by the reserve tor accrued deprec1ation. well 1n exee~~ o~ 

the $25,000. stock dividend and that such surpluZ earn1ngs have been 

retained in the properties and business. 

We "cel1eve tbe.t applicant.should be permitted to issue the 

$25,000. or stock to re~burse its trea~ury. 

may be di$tributed es a 61v1dend. 

ORDER 

Thereatter eueh stoek 

F. F. smith & Com.pany, Ine. having applied to the Railroad 

Commission tor authority to issue $Z~,OOO. ot 3toek~ and the Commisz1on 

being or the opinion thnt thi~ is not a matter in which a p~blie hearing 

1:; necessary, the.t the a.pplication should be granted as herein provide4~ 

a.nd thc.t the money., property or labor to be pl"Ocured or paid tor is. 

reasonably required tor the purpose specified herein, which purpoze 

1~ not, in wholo or in part, reaeonably chargeable to oper~ting ex­

pense or to income, 



IT IS HEREBY ORDERED that F. F. Smith & Com~eny, Inc. be~ 

end it hereby is euthorized, to amend its artieles ot incor,orat1on 

as indicated in this proceed~, and to 1csue at not less than par 

$25,000. ot its preferred stock tor the ~urpose ot re~burs1ng 1t~ 

treasury because ot earnings invested in its ~ro~ert1ez and b~ine33, 

and distribute said stock to app11cant~s stockholders, as requ1re~ and 

~e:mitted by law, as a stock dividend; provided, 

1. That applicant shall advise the Commission ot its action under 

the a.uthon ty herein granted; and 

2. That the authority herein granted will become effective upon 

the da.te hereof. 

DATED at San franCisco, California, thi~ 2~~Y ot May, 

1935. 

Comm1s~1oners. 


