Deciszion No. & d:

SEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Metter of the Application of

®, F. SKITH & COMPANY,INC.,
& corporation, for an order euthorizing
the issuence of $25,000. par value of
new preferred stock, and also for euth- Application No. 19964
ority to add to the capital stock of .
the corporation.

BY TEE COMMISSION:

OPINION

. F. Smith & Company, Inc. bhas applied %o the Rallroad
Commission for an order authorizing it %o re-classify its capitel
stock and to issue its ﬁew six per cent preferzed stock of the total
par value of $25,000. and %o distridbute the saxe to 1ts stockholders.

It eppeers that F. F. Smith & Compeny, Inc. iz engaged in
the genersl mercentile busimess in Secrcmento and incidentally thereto
in the public utility warehouse dusimess for the storage of graln,
seeds and other commodities. Its annual reports ﬁo the Coxmicsion
indicate that its utility operations conmstitute dut a small part of
its total business, its 1934 statement, for exemple, showing utility
gross revenwes of $1,184.63 and noz-utility grocs revemies of
$94,210.86.

Information on file with the Commission shows that hereto-
fore applicent has bad an autdorizeld capital stock of §50,000., dive
14ed into 500 shares of the par value of §100. each, all commoxz, end
all iscued and outstanding. During L1933 the company amendel its

grticles of izmcorporation so as to provide for an authorized capital

l-




stock of $75,000. divided into 750 shares of the par velue of $100.

eack, snd comsisiing of $50,000. of common stock and $25,000. of six

per cent cumulotive preferred stock.

Applicant now requests the Commission to epprove the igsue oF
the $25,000. of preferred stock to its common stockbolders ac a stock
dividend 2t the ratilo of one shere of preferred stock for every two
sheres of common stock outstandizng. Ia this connection it alleges
that up to December 28, 1934 its undistriduted income and surplus
emounted to §63,578., ageinst which no securities had deen issued.
Hovever, the company's 1934 annual report shows dividends paid during
the year of $1,500. which would decrease the unappropriated surplus to
$62,078, The issue of the $25,000. stock dividend is of course
chargeadble ageinst this amount, which would further reduce it %o
$37,078.

Giving effect to the preferred stock issue, the compaﬁy's dale
ance sheet as of December 31, 1934 would appeer as follows:=-

ASSETS

Property and equipment « o ¢ o o o o o .o .o - 3560,710.84
Current assets:

Cash « ¢ o o o o ¢ = =« & $ 98l.23

Notes receivable. . . . . . 14,842.21

Accounts receivable . . . . 67,203.91

Materials and supplies . . 63,597.93

Prepayments - e o @ * » . 610096

153,23%5484
Other debit acCoUnTS & v« o o o o o o = = » 7,034404

TOtal BSSETS cevevocsosaasss $220,980.52

LIABILITIES

Long term GebT o ¢ v o e o o 0 o o o o $ 12,750.00
Current liabilities:

Notes payable . . . . . . £53,500.00

Accoun{s payable . . . . . Z,l7g~39 o

ACCTVURLS o o 4 o o ¢ o o o 2 820.21 62,428.7
Reserve fTor accrued depreciation .~ . - . . 3L, 75639
Other credit accounts L,897.72
Capital stock and surplus:

Common stock . 50,000.00

Preferred sto¢k . . - « . » 25,000.00 :

SUZPIVS & o o o o o 4 o 37,077.71 1ll2,077.71

‘I'O‘bal li&bilities. tesvevrvee -?,-220,980. 52




The couxpaay's reporta further show for 1934 total gross
revenues at @95,395.49 and net: profit for the year, afier deducting
depreciation, at le 062.94, and for 1933 total gross revenues at

- £74,102.40 and net prorit at $2,368.53«

The financial statements chow that in addition to the sur-
plus the companry had accunulated & reserve Ior éccrued depreciation
of $31,756439 agéinstxproperties carried on the balance sheet at
£60,710.64. As the company's business is large;y of the pon-utility
mercentile nature it would éeem that most of 4its earnings have been

invested in working asseis which are shown on the foregoing statement

at $153,235.84, as compared with current liadbilities of $62,498.70.

From ouxr anelysis of tke cbmpany's financial history, it
appears thet it has had uu*plu, ecarnings, 1n addition %o thoee rep~
*esented by the reserve for accrued denreciation, well in excess of
the $25,000. stock dividend and that such ourplug earnings have been
retained in the properties and business.

We believe that applicant should be permitted to issue the -
$25,000. of stock to reimdurse iis treasury. ‘Theresfter such stock
nay be distriduted as a dividend.

ORI ER

¥. F. Smith & Company, InCe having applied‘to.thc Reilroad
Commicsion Tor autbority to issue $25,000. of 3tock, and the Commission
being of the opiniom that this 13 not a matter im which a public hearing
ic necessary, that the applicetion should de s:aﬁted as herein provided,
end that the money, property or labor to be procured or paid for is
reasonably required for the purpose specified herein, whick purpose
iz not, inm whole or in part, reasonably chargeadle to operating ex-

pense or To income,

K




17 IS HEREBY ORDERED thet F. F. Smith & Compeny, Inc. bde,

and 1t hereby is authorized, to amend its articles of incorporation

as indiceted in this proceeding, and to igssue at not less than paxr

825,000, of its preferred stotk for tke purpose of reimbnisin@ its

treasury becsuse of earrings invested in 1ts properties and business,

and dictridute said stock to applicant’s stockbolders, as required and

permitted dy law, as & stock dividend; provided,

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

<he authority herein granted; and

2. Thet the authority herein grented will become effective upon

the date hereo?l,

DATED at San Francisco, California, this zzﬁ day of MNay,

o
Commicsioners. )




