Decision No. 233283

BEFORE TEZ RAIILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
VALIEY ZLPRESS CO., )
& corporation, for permission to %

Application No. 20242
issue preforred capital stock.
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Valley Express Co., a corporation, has applied to the Relilroad
Cormission for permission to issue $50,000. par value of its 5% pre-
zerred stock for the purpose of providing working capital.

It appears that Valley Express Co. is a California corporation
engaged irn the business of transporting property gererally in the State
o Californias as an express corporation. Duxring the last three yesrs

it has reported the revenues and expenses from its operations as Lol-

lows:-
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The corporation at present has outstanding 2641 sheres of common
stock of the par value of $25. each and of the aggregate per value of
£66,025.




As of September 30, 1935 its zssets and liabilties appear
from Exhibit ™A™ to be as follows:-

ASSETS

Fixed BSSELS o « o o o o o o o o o o o o $49,412.52
TESS-Recerve for depreciation . . . . . 27,882.67 $21,529.85
TATESEHENRLS « o« =« o o o o v « o o s o & = o o « o = 500.00
Current assets:

Cash on Bend end in bk o o & o o o . $7,665.33

Accounts receiveble . « o« o o o o - 47,678.80

Interline recelivadle « « o o « o « 17,024.02 72,368415
Note due 2Tom H, T2aSHET « o o o o ¢ o o o o = o o o 8,320.74
Due <rom Velley Motor Lines, INCe « ¢ o ¢ o » o - « (0,527 448
Defterred charges e e s s e s e e e e o 12,676.62

POLtOl BSSOLS seoeeranere DollyICl ot

LIABILITIES

Capital Stock-COmBOD « « o o o o o o o o o = « - $ 66,025.00
Tong term 11ebilities . o - o o o 4 o o o o o . 1,954.08
Current liabilities:

Locounts payeble . . 4+ e s e o £ 8,459.58

ACCTREE DAYZOLL - o o o o o o o gie 8,228.43

Tacollected C.0.D.'s 8,036.49

Drafts outstanding . . 28,187.36.

Tederal income taxes 552.11 53,463.97

SUTPIUS = o o = o o o o - LTS 53,479479
abilit 5.63- enwe -&gIﬁZ;ﬁEZ.ﬁ

we are asdvised that the company in the conduct of its dbusi-
ness hes found it necessary %0 tie up consicdersble cash funds in
accounts receivadle from shippers and Ifronl connecting carriers, as
spdicated in the foregoirg balemce sheet, with the result that 1tz
avaiiable cash frequently is reduced, pending the collectiorn of its
accounte receivable, to a balance insufficient to meet its current
liebilities.

Tt is to obtein edditionel cash working capitel thet the com-
pexny has mede the preseat application for permission %o Lssue and
sell the 500 sheTes of preferred stock of the par value of $50,000.

However, from Exhidbit "B" attached o the application It eppears to .
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Ye its intention et this time, at least, 1o sell only $25,000. of

such stock, leaving the remaining $25,000. in its treasury as authe-
orized dbut unissued stock, presumadly available for future sale.
According to EZxhibitinC" the company's Articles of Incorporation
provide for ap authorized cepitel stock of $250,000., divided into
8500 shares, consisting of 500 shares of preferred stock of the per
value of $100. each and the eggregate par value of $50,000., and 8,000

sheres of commor Stock of the par value of $25. cach and the aggregate
par value of $200,000.

The holders of 4the preferred shares shell be entitled %o recelve
cumuletive dividends at the rste of 5% per amnum, payable sepi-gonuelly,
in preference and priority to any dividend on sny other shares and in
the event of the dissolution, liguication or windirg up of the corporec~
tion 4o receive par end all unpaid accurmleted dividends bdefore any
payment shall be mede or assets distrivuted to the holéers of axy
other of the corporavion's sheres of stock. The articles further
provide for the redemption, at par, of the preferred shares on or bo-
sore ten(l0) yeers after dete of issue of the £irst of such preferTred

stocke

Tith respect to voting privileges the articles provide the fol-
lowing:=-

n e holders of these preferred shares shell not de en=-
titled to any volte except:

Tn the event cumuletive dividends on the preferred shares
2s provided in l(a) of this Article Fourth, shall be umpeid
in Whole or in part for a period of three ZS) years, then so
long &s eny such cumnlative dividends on the prefexred shares
ere in arrears and no longer, the holéders of preferred shares
icsued and outstending shall be entitled exclusively to no-
tice of shereholders' meetings and exclusively to voting
rights, excevt where otherwise provided by lew oT otherwise
expressly rrovided in these Asxrticles of Incorporetion, but
on the payxment or decleration and setting apart for & peyrent
of &ll dividends then scerved to the holders of the outstand~
ing preferred shares, the rights of the holders of preferxed
sheres a3 such to notice and to vote shell thereupon ceaso
end the exclusive rights of the nolders of the Common sheres,
as such, to notice and o vote is +Thereupomr 1O recommence,
subject to renewel axnd cermination again from time O time on the
seme terms and conditions.

Sach share of whatever class of atock iz entitled to vote,
shell have one vote."
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We do not 1looX with favor on the proposed finmancial structure

in that it provides for a difterent Par value for each of the ¢lasses

of stock and also it pﬁovides if the holders of the preferred stock
recelve no dividends they must walt for three years before they have
any voilce in the mermagement of the business. We believe that if the
preferred stockholdexrs fail to receive sny dividend they should de
given the right to vote and thet such right should continue until the
accumuleted dividends have been paid. Accordingly, the order hersin
will provide thet the authority 40 issue preferred stock will not be-
come effective uantil epplicant has filed with the Commission a copy
of an amendment To its Articles of Incorporation which will provide for
shares of preferred stock which have the same value as heve appliicant’s
sheres of common stock and will permit the holders of the proferred
shares to vote for any and all purposes if the corporation fails to pay
any dividend on its preferred stock.

Secause L1t appeers that the company plems at this time to sell
only $25,000. of stock, the order herein will provide that the remaine
irg $2s,ooo. may be £0ld only when hereafter authorized in a supple-

mexntal order or orders upon further showing deing made dy the company.

SRDER

Valley Express Co. having epplied to the Railroad Commission
for authority to issue £50,000. of preferred stock and the Cormission
being of the opinion thet this ic not ¢ metter in which = pudblic hear-
ing is necessary, thet the applicetion should be granxéd only uwpor the
conditions set fortk herein, anéd that the money, property or labor to
be procured or peid for through the issue of such stock is reasonebly
required for the purpose specified herein, which purpose is not, in
whole or in part, reasonadly chergeable to operating expense or

income, therefore,




IT IS EEZREBY ORDERZED that Valley Express (o. de, and it heﬁeby
is, authorized to issue nmot excoeding $50,000. par velue of its 5%
preferred stock and sell on or before June 30, 1936 $25,000. of said
prefexred stock for the purpose of providins<working capital, and sell
the remainder of said preferred stock, to-wit: %25,000.,upon such terms
and £or such prrposes as the Commission will authorize in & supplementel
order or Orderse.

IT IS EEREBY FURTEER ORDERED thet Valley Zxpress Co. 3hall keep
such record of the Iissue of the 3tock herelin euthorized as will emable
it %o file o report, or reports, &s required by Gemeral Order No. 24,
which order, insofer as applicedle, iz made a paxrt of this order.

IT IS HERSBY TURTZER ORDERZED thet Valley Express Co. de, and
it is neredy, euthorized to acquire and hold the stock issued by Velley
Yotor Lines, Inc. under the authority grented by the decision in Ap~
plication No. 20243.

IT IS EERERY IURTHEER ORDERED that the authority herein grented
will not become effective until Velley Zxpress Co. Ras filed witk the
Comﬁission a coertified copy of an smendment to its Articles of Incorpo-
ration under whick emendment the par value of the shares of its preferred
stock ic the seme ac the par value of the shares of its common stock
and the holders of the preferred stock will be given the right to vote
for zny ené all purposes if the corporation fails to pay exy dividend
on its outstanding preferred stock, such right to vote to continue

until gll eccumlated dividends have been peld.

DATED at Sen Francisco, California, this 25 ~ dey of
November ,. 1935,
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