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BEFORE TEE POBLIC UTILITIES COV~ISS!ON OF T~ S1A~E OF CPiIFO~~~A 

In the 11atter of the A.ppl.ication of' ) 

SOO!RER.'J ? ACIFIC' MILLIN ~ COt!? A!.n:, 
a .Califo~nia corporati~n, 

. : . .,j..; 

for an order a~tborizint;thc iSs~~~c~ or shares o! preferred and c~on 
stock purzuant to. the merger of 
applica."'lt a."'ld Pacific Developmont 
Corporation., a, Deleware corporation. 
---_ ... _- ... - ............... -------"--

· · ) . 
.: 
) 
· · .) 
· · ) 
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Applicatipn' 
·No;. 281-37 

I :,...;,_ .. ~ ", 

"·~·cl"utc.,,i"'''1 1':" .... 2 ......... ,·~ .. t· .... "" .. f C .... ··ff" ....... s 51 .. c .... "'p .... p 1\'1 -...,.., ~:..-~n#r' ..:.., ... . uu,:"" .,.t'fty~.\-;'ti~, A.L. ..... ",;,1. ~ e~x ....... ·, 
b R . ....j:. H'~ .- ..... 1 1 ,. t . y .one.. ~ !:l1'9i~, .0. a?p ... can • 

M.:. A.:.. Fi tzg~r9·1d, for E:tnest Voll::~r, Agent. for .-
Pla."1ters Bar.u{ ~d 'Xrl.lst COtlP~!lY of Bopkinsville; 
Kentucky, trustee for owr.ers of stock of South-
e~ ?acific Mill~g Company. 

'Ray;nond' L Fri¢~, ll".l. ?!"op!"ia persona:~ 

QJ:I~IQ[. 

This a.pplics.tion involves the ::l.CrgeI', ?ursu<i:l't to 'the 

ter::ts of. the mel"ge.r. agr:et'!ment filed as Exhibit' nc',!" of Pacific 

Develop:nent Corpor(i.tion ~c: $outhe::-n ?:.cific . Mi'lling Company,.. a.."'lc. 

the issl4e· of notes a..'1d stock ~c. the ass~:?tio!l 'of ii<ieOteeness 

by. Southern' Paci~ic. l~illi=.g COOpa..llY., the'· sUl'vivi.."'lg co:-poration .. 

The P.~ci!ic Developmen't .. COrporation is a' cor'poration 

organiz.ed in 1946 uncer tb.e· . laws of De13wai'-~ for the purpose or 
aco:uiring shar<:s. of co:unon'stock or·sout!'!.e~ Pacific Milling 

CO::lpany.· Pa.cific: De.velop!'!lent .Corpol'a.tion .b.a~ acq,uired' .f'ro:l 

variQus ztoclr..holdcrs 27> 790, seares of' the· o~:S·ta."'ld:LngstoCk· of" 
.. 

the Mill inS Compa.."'lY, . at· a.. cost: of $694, 750 or at an average cost 

of $25 per.-share. AS of December 3J:, 1946, ?~.cii'ic· Development 
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· Cor~oratior.. ,reports assets a.."ld 11abili ties ,as!o~loVJ~: 

Orgtiniza t,ion expense 
27,,'790 shares C'Ol:lmon stock of, Southern Paci.fi_c 

Mill1."lg Company at" cost 
Cash 

Total assets 

,Liabi 11 ti~s 

. Common stock (50,'000 snares of; th~ par value of 
. "$1 each) . ' . 

$ 76.~.:34 

. 6,94~·~50_00 .' 
?J..'s39.66-

*712 , 750.00 
"i, . 

, $. 50.,000.00 
I". .,. 

.:~ 

· Preferred' stock .{11,250. sbares of the par value 
.' of, $20 each) . 
'~Mt',note due B'a;...k of1lar.hattml Company of New York 
" Accrued; i:l.ter'est ,on note 

,225,000.00 y-
. 444, 750~OO 

, De::C1c1t 
. 8,,185.00 
(8,185·00) 

~otal liabilities ; $71.9,750.00 

To obtain:' funds: to 'pay for the 27,790, ,sbb.res, of stock, of 

· Southern Pacific Milling·'Coxr.pa."lY, Pac.i,f1c Development, Corporation . . . 
rl?cei ved $50 .. 000' ·.from the sale, of· 50,000 stw.res of; its common 

s'took, $2,25,.000 from tee zal'eof the ,11,250 shares, of:· 5% ~u:lula~ 

t1v~ preferre'i 'z,tock, and borr~wed ,$444,759 :from the B~ ,of 

Manhattan Co~pany.: The .loan is represented bY·~. 4% no~e" due 

Ja.."lu'ary :31, 1947. ~ .Its paYtlent is secur~d bY,the deposit. ,of ,the 

27,:790':shares of' common,stock of'Southern Pacific ~Ulling C~mpa:;y. 

Both the "common and prefer,red shh.res or. $,tock issued by th~ '. . 
Pacific DevelopmentCorporatio~·a.re oVlncd .by.! •. M. Eya."'l.s, K. R. 

Simpson; ·Jr., and ccmb~rs'o!" t~~ir families. 

Southern' Pc.cii'ic l1i111ng CO:::lp<:) ..... l.Y~ is a corp9ration 

.' orga."liz,ed under the laws' of, Co.lifornia.; : It .is .enga.gl~d ,in the 

busines·s· of' operat1r..g' ,ublic warehouses- e.nd, ,the business: ot, ser-

vicL"lg ~~d' merchandising. various products.1n,the Countie~; or 
Santa Clara, Monterey" V'entur\l,. Santa :Barbara ~"ld. Sat'. Luis, Obispo, 
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A' .,.., 

CalifornIa.' Fer the fiscal, :'ear: endin'g Ma:f";l, 1946, it had ,:J, 

gross in:co::e of: $,~ 706',2-73 .94. !ts' gross i.."lcome froe, warehouse 

b~siness amounted" to $33-:3~ 71,' .. 43,· or~ about· 5 .. 84%, of its to.tal. 

gro's5 income.' Its net income after: texes· for' the year.' azno,unted. 

to' $153~6:;9'~82.· For' the six months. ending !'!·ove:Jber 3-0,;.19'46, .. th,e 

company, report's' a net' in:ccme of:' $81, 764,. 8'2.. . . . 
As c'r: November" ;0,- 1946:,. Southern Pae1fic M!lling, 

Cor:l'pany re:por~s· assets' and' liabilities as l"ollows:' 

Current, assets 
Cash 

$1,392'~ 868;, ;6' 
:'..;,,611.61 

Not'es and account's receiva'b-le 
Invent'ories' 

Operativ-e prol'erty 
Land 
:Sui1d'ings' 
Machinery' and' equipment'· 

Sub.;.'Cotal 
Less' accrued deprecia t:1''On 

Net· 
Ncnopera t1 ve 'Property·' 

Land. 
Buildings' 

Sub-total 
Less accrued' depreciation 

Net 
Inv,esicents' 
Deferred charges 

568:, 869 ~ 74'" 
8J~0.397':2l_ 

99, .. 899~27, 
, 792;, 584, • .89 " 

884. 1}2 . OS,. 
l'I,716,b56,.,24· 
r.QQ:2. 737.07', 

773:,869.17 

14',077.69' 
26,92S.,N," 
41,005.,99 
1St ~4(j"26 
22-,465.,73 

Total assets 
t:t;}.bi·li ttes 

Current' liabil·i ti-es 
Notes payable 
Drafts' paya'bl~ 
Accounts payable' 
Accr'ucd. taxes 
Other current, liabilities 

Mortga'ge' payable ' 
Reserve !-or' contingencies 
Deferr'ed credits 
PTeferred~, eapital stock· 
Common'sto'ck 
Surpllls,ar1sing: from apprec:tat1on-
Surpllls: earned· , 

Total fiabi11ties, 

-1 

40 •. 00 
43 ,217~43 

$2! 232",460 ... 0/1-

75.·00·:" 
52,.900.00, 

, 87:5,~QO 

163: ;'4$0,.00 
616".200 .00 
17,.~8 .. ;,1 

9Qa,,3~~}8 

i4 ,,332 f 160-.,$9', 



Southern.Paci!ic Milling Company has eng~ged upon a~ 

active camps.1gn to' sell properties for which it has no fl;rthcr 

need. They,consist'of warehouses, the operation of wbich r~sbeen 

abandoned under Commission authorization, industrial sites, rosi-

dential lots, l~d, cottages and dwellings used by employees. To 

December 31, 1946, .the company realized; from the sale of, proper-

ties $143,400, which properties were ca:riedon its' books at 
. . 

$28,810. 1:hcproceeds from the sale of the properties,. together 

wi th other funds on hand, were used to redeem' the company's oU.t-

o standing 7% cU!tl.llative preferred stock. t:. R. Si=pson~ Jr., 
president of the NdllL~g Company, testified tr~t' the co~pany 
sb.ould realize at least an. <lddi tional SIl:: of $155;, 000 fro: the 

sale of' nonoperative properties. This ::oney Vlouldbe used to pay 

~ part the bank loan, to wr~ch reference is made hereafter. 

" 

Souther-A Pacific Milling Company has now outstar.ding 

30,810 shares of co~on stock of the par value of $20 e~ch. The 

'aggregatc',?ar value is $616,.200. As said .. the PacifiC Devclop-

·.ment Cori:;orat1on owns 27" 790 of 'such Share~, .leavi!lgj,020 shares 

ovme"d :by"'.oo:t'hcrs. 20wever,.· T. M .. Eva."ls o.."'ld. K. R. Simpson". Jr ... 

both o!'·,WhOT:. D.re stocY ... "lO,lc.crs of P~c1fie De",clop:nent, Corpor~tion;, 

own 1,025 shQ,res of t."'le 3 .. 020;, leaving 1,995 held by other:;. The 

testimony shov:s 'Chat Pacific Develop!tent Corporation bas offered 

to acq,u1re all outstandir.;g eo~on shares of, the Southern. Pacific 

Milling Compan! at $25 per share. 

It is proposed to :e:rge PacifiC Development Corpor~t1on 

into Southern Pa.cific Milling, CO::P~'1.Y.. pursuant to 'the .provisions . . 
, . ' 

01' the agree~ent of ~erg~r on rile ~ this proceeding as Exhibit .. 
• I •. 

"Cn. The SouthernPac1£ic ~1l11."lg Company,. under thiS, agrcc:nent, 
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will be'the surviving 'corporation. and 'will as'sume ,the liabilities . 
of Pacific' Deve:!.~pme:lt 'Co'rporat1on; to' Vii t, , the: $444,.750 note 

paysble to 'the Bank of ,Manbatta."lCo:pany;,: . Tne Ea."'lk ·of. Manl"..attan, 

Company has agreed 'to :extend ,to the ,Southern Pacific Milling. 

Company a 'credit, of $500,000" $444~750~,o!' which would, be used to 
" . 

reftl:ld the assutled Jllc:ebtedrie::ss. The $500,,'000 loan is pCLyable :Ln. 

semi-a."lnu~l' insial!ments of $50,000, and.oears.'i:l.terest at . the 

rate of 4% per annum.' The Soutnern Pacific Milling:Company,would, 

also"issue $225,000 'par val 1.1 e , of' 4% nonct.:~ulat:ive preferred stock. 

in,. exchange for' the $22;; 000 of' 5% c~ula ti ve ,. prefer::-ed;, !) tock . 

issued" by' Pa'c1,fic Devel~pinent· C~rporation"a..-id 34,434 sh£:.r(:s of 
'. • • t 

~onim~n st'ock in e;"chaO.g~ fo,r the 30, 810, shar:es', of' common "S,tOCK: 

now outstanding... or the sbhres of eo::unon stoek to 'be izsucd ri 
. i • ." ~ '. I , f . . 

27,790 ,shares wo't.lld be issued to' Pac1f',ic Developmont 'Corpor.a~1~:l 

in exchange for tbe shires' of: sto,ck it novi owns and 6.,644 sha~es 

would be issued in exciK;.nge ,.for »020 shares held by-. o,thers. 
L.!,' 

.' 
'!he test1:lony shows that before the mereer th~ 30,,8'10 . ." . 

shares of cocmon stock of Sou~hern Pacft1c MillingCoopany have a 
" , 

book value ot' $50.06 per' share.. After: the merge:.-,. Oec.;s.ase or the 
I. , 

assUl:lpt1o'l or' the $444,750 of 1nc.e'btec.ness and 1ssae ot$225"OOO 

of preferred stOCk,. the 34>434 shares of co~on stoct: whicn 

So'u:thel-n ?~cific MilliriB Cotnpany wouidissue ";Jould :1aVE: a "oo~k 
~. , . 

value of $2$.,69 per share. Stockholciers other than Pac1!ic 
" I-

Developtlent Corporation nov~ hold :3 ,,020 shares, or' 9.8%, or the 

total COtllnO!l :ztock.A.f'ter the issue,of'6,644 shares to'them in 
, ,I 

exchange for the ),020 s1"..ares th~y woul;;:' hole. 19~3% ot the. total 

common stock. App11ca."lt1s of. the opin'ion th.:t the:: increase in 

the eC"ai ty ownerShip on the' p~X't of the minori ty' s.tock..loJ.olders 



rcpreSC:lt's not: less than .. a .fair. ano.,:.adequb.te consideration for 

any detriment; t'o holders' of, COm:':lon sh~::es. of appl~6<;""1t' r~sult1ng 

fro::., the assumption, of:: tne, i..."ldebtedness, ·ot· Pacific Develop:lent '" . 

'Cor,Poration'. 

o pon -CO:lsumma t10n .. of " th.e. :er 6er agreemen t; . Sou t'nern . 
, , 

Pacific Milling. Company, v,"ill ·,ha.ve . received -'1.."1' cash' !ro::n Pacif.ic· 
, 

Developcent ~Corporati'on abo.ut: '$12,0.00 •. Accorc.ing·'to· the test1~ 

:'!lO:lY, i·t will ;rece1v,c .n.o additional physiC'Col assets- 'or busi.."less 

outlets. 

Southern· Po.~f;1::c: Milling Company ·woulcl.; become, liable'; 

for the . payment. 'of $44.4,. 750 ~·o!":in2:~b.tedness.·incurr~d by/··the, , '".""''''''', 

Pacific ,De:velop:ent. Corp9ration ·and '!Ol~ "the serv1ein:s' ·of $225~'OOO 
" , 

of'. 4% prer~l-"red. sto~k ~vhich·wotlld. 'be issued: to' refund 'thc' . 
" • 't . ' 

$225,900 of 5% :eumula;tivc, prc!erred,sto'Ck issued ~ by the' Pacitie, 
,. 

Deyelop~ent Corporatio:,.... IJ:he d.ividend 'on th~' 4%-· preferred· stock' .:. , , 

is .. noncumu~ative ·if not earned .. , Xhe .deot, .a."ld .prete:-:ec: stock" . 

wOllld. ha.ve a, .prior.' ,claim ,up0J;l the Souther:l' Pacific ~ti.iling Com-' . 

pany',~ assets: a."lo. .:earni.."'lgs. . VJhile the P ':i.cif1c: Cevelo:p:ent 'Corpor~ 
. . .' 

at:1.o!l,7 which owns '27> 790 ·shares, of the olltstD..."ld1ng ·30,810 -shares 

of ~outherr. "pa:cificMi11bg. Company stock i:1',in favor,:·o! cO!:nl'let.-' 

ing the merger agreetl€:nt,' some ,minority stocl-".holders 'are ·op?Osed· . 

tozuC;h actio'O.. They, feel that.they:shOUld..n~t be called ,upon'· to : 

contribute to ,tho l'aj":lent "of an' i:l~ebtedness which w[.;.snot in~ '. 

currcd for, .their .be!l.et:it •. ~~·1:"..ile .. the :minor1t:r stockholders -IDa)· . 

have &.n. adequate retJedy a. t ,J:o.w to '?ro·teet.- their rights', the Co::n- .... 

mission is called, :!ponto :author1zc' South~rn Pt!cif1c Milli·ng'· 

Co:n?~'lY to aSsUI:le.a:l i.."'lc.cbted."1ess a.."ld iss'ue' a note· anc.stocks'. re-' , 

sult!.ng:tn the ,'refL"lanc1ne of t.he cO:::lpanyt's' ·pro'P<:rt1:es.· In ollr" 
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A.281;7 .1:JMW 
, ' 

opinion, n~ adequate sho\':i.."lg has been made that warrants us' to 
, , 

mak~ a ~indins t~t the ref1n4ncirig of the Southern Pacific 1till-

ing Co::o.,any properties, as here1!l propo-sed" is necessary and 1..")., 

~~e public interczt. !tapp~ars to us that the company is not 

receiving a"l ade~uate c~~sideration for the ass~pt1on of the, ~"l

debtedness a. .. ,.d the issue o! 'stocks. 

The Co~ssion having c:onsic..e.red t..'1.e eVidence subm1 tt(:d 

at the hear!nghf~d on this,application b~fore Ex~mine: 'f~~user, 

and it. being o-f the op1n1o:l.that tbe ap.plicat:ton Should. 'IX: denied . - . . 

for the reason'S stated in thf:' f'o~ego,1n& opinion, therefore" 

" .. 
I~ I5 'HEREBY' ORDERED th4t this application be,'a.."'ld, it 

1,s hereby" denied. ., 
oatcd. at ___ S ..... a.."l ........ ~_ .... ~_"'l_c_i __ zc_o __ , Cc:.l1 f.orn1a , tb.1s 11th 

" 

day, of Fe brua:t'Y ~ ,1947.. 
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