Declsion Xo.

BEFORE THE RATLROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Applicetion of

LAWRENCE WAREHOUSE COMPANY
3 corporution

£ 10,000 shares of Cumul vive Six Per
Cent (6”) Convertible Preferred Stock
fo. cash, and 4,000 shares ol Cozmon .

Stock of No °ur value to be neld for
use in conversion of s2id Preferred
Stock Tor Common Stock, upon recues?t
of the nolders thcrcof 2t the retio of
2, skhares of sald Preferred S+tock for

‘share of Common Stock.

Application No. 23831

§
Zor an Order authorizing uhC issuapce 3
)
§
)
y

George M. Durditt, for Appllcanz

BY THE COMMISSION:

Q2INIQN

In this proceeding Lawrence Warehouse Company asks Per—
rmission to ILssue and sell 10,000 shores of its cummletive é%
- convertible preferred stock, having a par value of $25 ver Share,
for cash at the price of $22.5O per skare, and to use the prd—
cecds thereof to redeez its outstanding 6% preferred stdck,'which'
will not.bevconverted into common stock, and to pay outstanding
‘enk loans. Applicant further asks permission to issue 4,000
shares of 1te no par value comxen stock to be held in Its treasury
for exchange for its cumulative 6% comvertible preferred stbck‘havf
irg a.par value of 825 per share, on the basis of 2% shores of s2id
preferred stock for one share of common stock 2t the *eoueat of the

nolders of the preferred stock.




Lawrence Warebouse Company is = cofpor;xion, organized
and existing wmder and by virtue of the laws of the State of Cali-
fornia. It Is eagaged in the warehousing dbusiness in the State of
Caiifornia and in various parts of the United States. It now oper-~
ates about 800 f£ield warehouses In forty-two states of the United
States and in the Territory of Hawaii. It also operates‘unde: per-

ts issued by the Alcohol Tax Unit, Bureau of Internal Revenue,
twenty bonded field warebouses for tae storage of wine in the State
of California, two in the State of Michligan, and bonded warchouses
for the storage of distilled spirits in San Francisco, Presno,
Montpelier end San Jose, Californiz, snd in Caicago, Illinois. In
connection with the Calcago warehouse, iﬁ also operates a bonded
bottling works for distilled spirits, tax-pald and iIn bond.
| ks of Septemver 30, 1940, it reports assets snd 1ia-
bilities as follows:
Assets
Acet. .
{23 Aceounty
100 Warenouse property and equisment > 92,192.21
101 ther property 317,759./2
102 Investment In securities 71,512.5L
103 Cash 101,896.09
104 Special deposits 19,866.37
105 Notes receivable 13,229.05
106 Aceownts recelvadle o
4 - Advances for customers 75980.74
B - Due on storage charges 66,020.51.
C - Other accownts recelvable 642 ,217.82
Materials and supplies 32,7Ti2.20

Prepaymzents 12,
Other debit accoumts

Total Assets $1,380,226-39




abilitie
Accte.
NOo. Accoun
150 Canital stock & 272,54C.00
155 Indebtedness due affillated companies 16,515.53%
156 Notes payable 387,230.00
157 = Accounts payable 40,626.28
158 Accrued licbilities not due T4y 143405
160 Reserve for accerued depreciation bdes 34102
161 ther reserves 10,000.00°
Reserve for sinking fumd for retirement b
of preferred stock 28.97
162 Other credit accowmnts 14,453.00
163 Profit and loss balance 187,317.42
- Capital surplus 50,000.90
Paid In surplus —255,007.63

o Totel Liabilitles  §1,380,226.80
*Red figures ) S

The outétanding stock of £373,540 comsists of 7,553 shares
of 6% preferred stock and 23,267 shares of comzon stock. Thé'shares
of preferred stock have a par value of $10 per share or an aggregate
par value of $75,530. The shares of coxzon stock afe of no'ﬁaf‘valuc.
A stated value of $298,010 is assigned to thex In {tze balance sheet.

The $16,515.53, reported as due from af:iliated companies,
is an zmownt due from Lawrence Warchouse Corporatlion. The amowmt, =0
the record shows, has been cqllected by 2pplicant since Séptembér.BO,
1940. | |

Reports on file with the Railroad Comaission show that
for 1933 applicantts revenues amownted to $2,097,839.23; in 1939 o
$3,472,746.549; and for the nine months ending September 30, 1946, to
$2,827,503.81. TFor 1933, applicantts net Income 1s reported at
$113,816.03; for 1939 at $101,169.53; and for the nlne months ending
September'BO, 1940 at $78,365.1t. C. Eildreth, Secretary-Treasurer
of applicant, testified that less thon two per cent of ;udhﬁrevenuc

was obtained from Husiness conducted under rates on file with the

Railroad‘Commission.




It is of record that applicant nas need for aacitioaal
working capital. As of Septemver 30, 1940, its accomnts recelvable
aggregated 6716,319.17. Tt then had outsianding $372;OOO of 4%
demand note:,oayable to the Bank of Czlifornia, N. L., and-a $10,000
2% note, due ¥areh 12, 1941, poyable to Banmk of America National
Trust 2nd Sevings Associutﬁon.

Applicent aos recently amended Its Articles of Incorpo-
ration, and as amended, they provide for the issue of three classes
of chares of stock, to-wit: Cumulative 6% preferred, cumulative é%
convertible preferred, hereinafter sometimes rex errcd to 18 the Tnew
preferred stock,” and common. The total xumber of sacres of stock
authorized is 177,553. Tae number of cwmulative 6% pre*eFred,stock
is fixed at 7,553 of a per value for each of said shares of $10.

Tae number of cumlative 6% convertible preferrcd ,hareu is fixed
at 20,000, and the par value of ezch of said sheres is “25-. The
nwmber of common snares is fixed at 150,000, and each of sald *nares

15 without par value.

Applicant, 2s said, has now outstanding 23,267 shares of

common Stock of no par value and 7,553 chares cwmulative &% pre-
forred stock of the per value of $10 per share, or of an aggregate
per value of $75,530. The preferred stock mow outstanding is 2t

the option of the holders thereof convertidle into common stock of
the compeny at the rate of three shares of such preferredA*tock for
one share of common stock. Tae applicant may, at its option, redeen
thé outstanding preferred stock, in whole or in part, upon payﬁng
the holders thereof $11 per share ané any accumuleted and acerued
dividends. It ic applicant7s‘intention to redeen its ouzstandiﬁs’

6% preferred stock. Under apolicantts amended Articlies of Incorpo-




ratipn there shall be no distinction 25 to the voting rights between
the holders of applicent's outstanding stock except that the‘hélders
of %he new preferred stock chall have the right to elect the smallest
nanver of directors that will constitute 2 majority of dpplicant*é
boaid of directors whenever and as often as applicant shall be‘in de-
fardt in the payﬁent of four or more guarterly dividends, whether
consecutive or not, on s2id new preferred utocx, or the va..gible net
worth of applicant f£2lls below 150% of the aggregate par value of
such preferred stock outstanding, or the sinking fund provision con-
tained in the Articles of Incorporation shzll not have been complied
with by aop’icanz; The amended Articies of Incorporatién fu:the: S
provide that the holdero of the new nreferred stock shall be enzitled
to receive dividends at the rate of 6% DEr amnum, payable cuarterly
on the first days of January, April, July and chober_ in each year,
out of funds of uhe applicant legally ava’“'b;é/thérefor, when and

as declared by the board of directors. The dividends on tae new
preferre& stock ere cumulative and are payable before any aividends
may be declared, pald upon or set 2part for cozmon stock. The zaended
Articles of Incofporation further provide that the holders of toe new
preferred stock may convert the same into common stock at the rale

of 2% shores of said pew preferred stock for ome share of comhbhf
stock. The amended Articles of Incorporation further provide that
applidant'will, beginning Janvary 1, 1942, and uhereafter o, or be-
fore Jenuzry 1 of each year, so long as any of the new prefe:red
chores remedn outstanding, set aside and pay into 2 sinking fund,

an amownt equal to at least 10% of applicant!s net earnaﬁzs for the
orevious calendar year, after provision for all Fégeéal; Sﬁate or
other taxes and Governmeptel levies, o5 determined by the annual

2udit, dbut not ncluding therein dividends reguired to,bé p2ilé on




the new preferred stoeck. The amomnt of sa2id sinking fund in any
one calendar year shall, however, not exceed $25,000. The morey
paid into the sinking fund shalil be uzed to redeenm thé new preferred
stock at a price of not to exceed $26.50 per.shére; The amended
Articles of Incorporation contain other provisioﬁs whica we do nét
deem it necessary to mention herein. |

Tae tesvinony dhéws vhat cpplicant kasz entered into an
agreement with 0tifeliveny, Wagenseller ond Dwrst for the sale of
10,000 chares of'its cunulative 6% convertivle preferred stock;
Under tais agreement, OtHelveny, Wagenseller and Durst are in effect
agents for applicant. Taey do not wderwrite the issue. They\may
elect to vurchzse 21l or part of said 10,000 shares of stock at a
priée'pf‘$22.50 ver share. The proceeds which applicanz‘will realize
from the sale of said stock will be used by it, first, to redeenm its
outstanding 6% preferred stock, which Is not converteé iﬁﬁo conmon
stock, and second, %o Dey part of its outstending bauk loans. The
record shows thét any expenses incident to the issueﬁof‘said‘stock

in excess of 3,500 will de paid by Otfelveny, Wagenseller ond Durst.

QRZER
A public hearing naving beexn neld in the above'appli-
cation by Ixaminer Fankhauser, the Counmission having coﬁsidered ‘The
evidence submitted at such hearing, and it being of thevoptnioﬁ that
the Lssue ofll0,000 shares of cumilative &% convertidle preferred
stock by Lawrence Werehouse Compeny and the issue by s2id compeny
of 4,000 saares of common stock 1s rezconzbly ncceséary for the

purposes herein stated, that tae expenditures for s2id purposes are

not, in whole or in part, recasozably chargeshle to operating cexpenses




or to “rcome, and that this applicetion should be granted subdlect
to the vrovisions of this order, therefore

IT IS EEREEY ORDERED as follows:

1. Lawrence Warehouse Company may issue ané selil, on
or vefore Jrae 30, 1941, at not less than §R2.50 per share; 10,000
spares of its cumulztive 6% convertibvle preferred stock and vce the
proceeds vo redeem its outstaxding preferred stock, which vill paterd
e ccaverted _nzo comron stock, and to pay part of its outstanding
bank loans.

2. Lawrcnce Warchouse Company may issue not exceeding
4,000 shares of its common c¢apital stock ard ho*d such shares 1ﬁ
its treasuxy for tae purpose of exczanging its cumulative 6a con~
vertible preferred stock, having a par value of 525 per share, on
the Easis of 2% shares of said preferred stock for one share of
common stock, 2t the recuest of the holders of eaia »rel erred stock.

3, Within fifteen (15) days after the effective dote
of the reglstration stztement filed with the Securitles and Exchange
Commission, Lawrence Warehouse Cozpany shall £ile with tne Railrozd
Commission a complete copy of said registration statement, inciuding

21l exhidvits referred to therein.

L. Lewrence Varehouse Company shall £ile wAith the Rail-

road Commiszion such reports &s are required by the Commissionts
General Order No. 24~A, waich order insofar as applicable is méde
a part of this oxder.

5. The authority nerein granted shall not be regarded

s 2 precedexnt for future actlion y the Commi sion.




6. The authority herein gzranted will become elfective

upon the date nereof.

Dated at Sam Fremeisco, California, this /0 “ day of

December, 1940.

Commissioners.




