Decilsion No.

BE¥ORE THE RATIROAD COMMISSION OF TEE STATE

TE OF CALIFORNIA
o ] 4é§>
~Qfé§?

In the Matter of the Application of the

 SOUTEERN PACIFIC MITIING COMPANY, | /]/

a Californie corporation, Tor an order - ”cﬁé;/
euthorizing the icsue 07 shares of pre- - Application No. 218%2 v
ferred and common s%cX. .

MeCutenen, Olney, Memnon & Greene, for applicant.

BY THT COMMISSION:

QPINIONXN

In this proceeding the Rellroald Commission 1z asked to make
s order authorizing Southerm Pecific Milling Company, a corporation,
to issue it3 £189,100.00 par velue of preferred and §656,200.00 par
value of coxmon stock asz follows:-
1. 30,810 shares of its common stock of the per value of 20,00
each and of +he eggregate par value of @615,200.00, in exchenge Tor

6,162 zieres of common 3tock now outstending of the par valuve of 3100.

2. 6,955 shares of 7% cumulative preferred stock of the par
value of 420.00 each and of the aggregate par value of $139,100.00 in
exchange for 1391 chares of preferred stock now outstending of the
par value of $100.00 each;

3. 2,500 sheres of 1ts 7% cumulative preferred stock of the par
value of 520.00 cach and of the aggregate par value of $%0,000.00 to
reimburse Lts Treasury oz account of moxneys expehded from income end
to pay & stock dividend;

4. 2,000 shares of its common stock of the par value of $20.00
each and of the aggregate par velue of 540,000.00 to fineace the cost

of properties and meterial and to pay indebdbtedness.
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The application sk That Southern Fecific Milling Company is
a corporation organized oxn or adbout July 1S5, 1886, under the laws of
the State of Celifornia aznd zow engaéed in the business of operating
public warehouses and in the business of nmerchendizing verious prolucts
in the Counties of Santa Clara, onterey, Venture, Santa Berbara and
San Iuls Obiszpo. The arnnuel reports Tiled by the company show its
Trevenues and expenses as follows:-

Years ending May 31
Item 1935 - T 1336 1937
Werehouse reveaues 5 140,875.28 £186,0550.14 $168,040 .41
Wearehouse expenses . 138,656.23 157,160.59 187,150.56
Net revenues=-warehouse ) )
operation & 5,219.05 § 29,354.55 5 (18, 110.19)

Other revenues v TTE,07LE0 $452,930.13 $693,907 .38
Othor expenses 280,984.49 335,356.96 539,929 .50
Not revenues-other
onerstions y  53,087.31 0 77,633.17 $153,976.08
Totel nebv revenues 5 OB, 00be 06 SL0B,9597 7% "I33,307.§3
Interest o 2: ,.61-” ogg b E §4:: P 4 26,0&4.06
Dividends 46,708.56 26, 599 80 51,248.57
Surplug for year : T15,420.06) % 55,440*60 % D7 529000

(FeE)

For the period from Jume 1, 1937 to February 28, 1938 the
company Teports in Ixkidbit C a net profit of $57,949.82.

Tn the avplication the company reports outstanding 6,162
chares of common &tock and 1,391 shares of 7% cumulative preferred
stock, all of the par veliue of $100.00 eache It Teports its assets
and liabilities az of Fobruary 28, 1938 es follows:=

ASSETS

Operative property ) ¥ 1,340,075.81

Lend $100,367.82

Zulldings 707,265.62

Nachinery and equipment b32,442.37
Nonoperative property 63,221.29
Insurance funds end investaents 60,997 .68
Current assets: .

Cashk o 17,271.30

Notes esnd accounts receivable 447,201.05

Inventories 573,488.06 1,037,960.41
Frepald charges 29,408.18

Tot&l asse?ls -ssnree $2J 536’ 663.47




Stock: .
Commozn. $616,200.00
Proferred 1139,100.00 $755,300.00

Hortgage payable 10,394.22
Current liabilities:

Notes and accounts payable $57%,429.17

Taxes payable 14,066.0L

Other 7,208.54 394,803.72
Reserves 855,926 .06
Swrplivs 320,239 .47

Total liebilities 32&536a663.47

It i3 reported that on Februexy 8, 1938 the compary amended its
articles of incorporetion so as to change the par value Of the shares of
stoek, of voth classes, from $l00. tw $20. Lz now steted, the articles
provide Tor = total cepitel stock of $2,000,000.00 &iwrided into 59,000
shares of the par value of 420.00 each, comsisting of 12,500 shaTes of

preferred stock and 37,500 cshares of coxmmon Stock. The terms of prefer-

ence of the preferred stock are states as follows:-

"The holéers of tke Prefexred Shares shall Do eatitled
t0 Teceive, when and a3 declared Ifrom tke surpluz profits
arising from the busiress of the corporation, montaly
dividends at the rate of seven—twelfths(?/lzs of one
(1) per cent per month upon the par value thereol.
Cormencing with and after the date of issue ©Of any Fre-
ferred Shere or Skares such dividends at the rate of
seven~twelfths(7/12) of one(l) per cent for ecach calen~
dar monta shall be cummletive and shall be declared and
peid or set apart before sny dividends oz the Common
Shares shall be pald or set apart, so that if at eny
time after the lLzsuvance of any Preferred Shares dividends
at the rete of seven-twelfths (7/12) of one (1) per cent
for each calendar month skhall 2ot hage been pald, or
declared and set apart, on such Preferred Shores for
all previous calender months after tke Lssuance thereof,
the deficiency shell be pald, or declared sand set apery,
before any dividends shall ve paid, or declered and set
aperty, for the Common Shares. 'henever all suck cumu-
lative dividends on the issued and outstanding Treferred
Shares for all previous calender months after its isszue
shall heve been declared and pald, or set apart, the
Board of Directors may declere dividends on the Cormon
Saares, peyable then or thereafter, out ¢of any remaining
surplus profits; provided, however, that when ané after
Cividends amounting to seven (7) per cent in any one
calendar year have oeen declared end paid, or set apart,
upox the par velne of the common sheres, tae holders
0r the Preferred Shares chall recelive for each Freforred
Share one-half(l/2) of the amount of dividends declared
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and pald, Or set mpart, unon each Common Share in that
calexdar yeer, over and above sever(7) nmer ceat of the
pexr value trereof; vhe iatention being that after divi-
dends oF seven (75 ner cert of tlke par value have deen
pelé or set apart.on all shares, botk Common and Pre-
ferred, in any one calendar yeer, that in case axny other
dividends are - declared and pald or set apart iz that
year, tae holders of the Preferred Sheres shall particia-
pate therein with the holders of the Common Shares in
the ratio of Ore(l) Dollar ror cach Freferred Share
issued and outstarnding to Two (2) Dollars for each
Common Skare then issued and outstending.

On December 3L, 1919, or on the 3lst day of December
of any year therealter the whole or any part of seid
Preferred Shares may oe purchased by the SOUITEERN
PACIFIC MILLING COMEANY oy peying to the holder thereolf,
25 shown by.the books of tae cormoratiozn, the sum of
Twenty=-one(21l) Dollars for each share thereos."

The company proposes and accordingly asks permission to issue
new shares of stock of the par value of 720.00 each in exchange for
and upon surrender to it of the shares of stock now outstanding, such
exchange to be upon the basis of five siaares of the 20.00 par value
stock for one share of +the $100.00 par value stock.

The company further préposes ©0 issue $50,000.00 of preferred
stock to reimburse its treesury because of éarnings uged for canital
additions and iwprovements. XFollowing the reimbursement of the
treasury the compary proposes vo &istribute such stock to its common
stockholders oz a stock dividend.

The Toregolrg bdalance sheet shows a balance iz the corporave
surplus account as of February 28, 1938, of $320,239.47. A review
of the company's finencial statements oz Zile with the Cormission
¢learly showe that the company has had surplus ecarnings in excess o?
the proposed dividend aend that such surplus eeraings have been io-
vested in its business and properivies.

The compony also proposes 0 issue and sell 540,000.00 of
common 2tock at not less than the per velue thereor and to use the
proceeds in part for tae acquisition and replacement of ecuipment and

inventories, such as lumber, bags, twine, bdulldings, millwork and




other items, oxd iz part for the discharge of existing short term demk
indebtedness which was lncurred in the acquisition of equipment and
inventories. 4s of February 28, 1938, such short term bdank loars were
reported at $518,000.00.

The épplication contains no showing of expenditures to be made
forhthe.acquisition end replacement of equipment and Inverntorics. The
ordegigzgordingly will authorize the use of the proceeds fron the

$40,000.00 of stock to pay presexnt outstending indebtedness.

©

D2DER

Southern Pacific Milling Compeny heving epplicd 40 the Rallroad
vommission £or an order guthorizing tae issue of stock,and the Commis-
sion beirng of the opinion that this is not e matter in which & public
nearing is necessery, that the zpplicetion should be granted, as heXein
orovided, that the money, property or labor Lo be procured or paid for
through the issue of such stock is reasonadbly required for the purposes
specified herein and that the expenditures for such purposes are not, in
whole or in part, ressonably chargeable to operaling expenses or o
income, therefore,

I7 IS TEREBY CRDERZED as follows:-

1. Southern Facific Villing Company may, on or before December 31,
1938, issue 30,810 shares of its common stock of the yar velue of $20.00
a shere in exchenge for and upom surrender of 6,162 shares of common
stock of the par value of 3100.00 = share now outstanding, end issue
6,955 shares of its preferred stock of the dar value of 520,00 a share
in exchange for end upon surrendexr of 1,391 sheres of preferred stock
of the par value of $100.00 a chare now outstanding.

2. Southera Pacific Milling Company maypﬁsgaeba.g“gezifg%bggtqaésgue
thaan the par value thereof 2,000 sheres of Lits coxmon svock oF the par

value of $20.00 & share a=d use the proceeds o pay in pert out standing
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indebtedness.

3. Southern Pacific Milling Company mey issue on or before Yay
SL, 1939, 2,500 shares of itec preferred stock to reimburse its troaszury
on account of surplus eernings expended for aedditions to end improvements
of its properties, provided that after such reiubursement said preferzed
sheres may be dlstriduted as a stock dividend vo thc holders of the
outstanding common Stock.

4. Southern Pacific Milling Company shall keep such record of
the issue of the stock herein authorized and of the disposition of the
droceeds as will enable it to file, on or before the 25th day of eackh
morth, @ verificd report, as required by the Commission’s General Order
Jo. 24=A, which order insofar asz applicable, is made a bart of this
order.

5. The authority herein granted will become erffective fifteen

A

(15) days after the dete hereor.

A
DATED at San Fremcisco, Califormia, this _//~ day of ipril,

1938.




