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5">~1"" Decision No. ___ ...... _v __ ....., __ 

BEFORE THE PUBLIC UTILITIES CO~~ISSION OF THE STATE OF Cf1LIFOP~IA 

In the Matter of the A~p11cation of 

SOUTHERN PACIFIC MILLING COMF'A"lY, 
a California corporation, 

for an order ~uthorizing increase in 
par value of its outst~nd1nz stock 
and tho 1ssuencc of add1t1onDl shares 
as a dividend in stock. 

Ql:llilOli 

App11c,-t1on 
No. 378:33 

In this epplication, Southern Pacific Milling Company, a. 

corporation, seeks approval of a recl~ssiricat1on of its c~pital 

stock ana of the issue of additional sh~res of common ~tock. 

?resently, applicant's issued ca1'1 tal stocl~ consists of 

~e .. l00 sh.::.res of comJ:1on stock of the i'd.r \T&lue of $1 each, of 'Which 

350 shares h~,ve be-e,n rea.cquired, by 1 t and a,re held in 1 ts trea sury, 

lCQ.ving 37 .. 750 held 'by the stockholders. Its total cD,pi tal end 

surplus &oounted to ~1,602,5l5 on Janu&ry 31, 1956
1 

according to its 

oGJ.ance sheet of that date which has been filed iT, the proceeding 

as Exhibit A. It has rlO lOl'lg-term debt outst::..ncinp, nor t:n.y shi;.ires 

of preferre~ stock or other form of senior securities. , 

The application shows that the company now has t~ken steps 

to amend its articles of incorporction so a.s to reclassify its ~~Il 

par value sl~res of common stock into $5 par value shares, and, in 

addition, to cap1talize $943,7;0 of its surplus through the issue of 

188,750 of its new ~,5 sh~res, such edd1t1onal shares to be cl1stributed 

to the sh~reholclcr$ on a five-for-one baSiS as e stock d.1v1~end .. The 
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effect of these transactions on applicant's balance sheet is shown in 

the :f'ollowine tabulation: 

Book Balances 
Jan. 31~ 1956 Trensfers Pro Forma 

Assets 

Current assets -
C';:'Sh 
Accounts receivable 
Inventories 
Prepaid expenses 

Total current assets 
?lant and equipment - net 
Other assets 

Total 

1,161,802 
812,857 
130.962 

$2,105.621 

Liabilities and Capital 

Current liabilities $ 
Capital and surplus -

Common stocl~ 
Less - treasury stock 
Reduction surplus 
Surplus 

Total capit~l & surplus 

Tota.l $2 ,105,62.1 

$ 

$ 478,822 
526,767 
9.3,546 
62,667 

1,161,802 
812,857 
130,962 

$ 503,106 

1,134,250 
(12,051) 

6 

$2.1Q5,621 

The preceding tabulation shows that applicant has financed 

itself with equity funds and th&t a substa.ntial portion of its 1nvest~ 

ment is represented on its balance sheet in the current assets 

accounts. In this connection it is noted that although app11c~t 

is engaged in bUSiness as a iYi,lblic utility warehouseman at Santa 

Maria, its operations, in the main, are of a nonutility nature, 

consisting of the production and sale of rock, sand, and gravel at 

various locot1ons in the southern part of the state. A comparative 

income 8CCOunt for the last three fi~cal years, showing applic~nt's 

recorded results of operations and pointing up the relatively small 

~roportion of utility business, is as follows: 
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12 Months Ended Max 2L. 
1953 1954 1955 

Revenues -
Public utility 
Non-utility 

Total revenues 
Net income 
Dividends -

Preferred (1) 

$ 71,510 $ 29 ,1~.: $> 51 553 

COYl'mon 
Tot~l div10ends 

Bal::.nce for year 

j J S86I 2Q.2 
5~22$IQ~~ 

306,33:(. 

31 750 
25120Q 
2:210~Q 

$ 277.282 

~ ~ ;2 11. 
1 ~,142 228, 15 

7~SOO 3,750 
78 1 27:2 10~J~12 
861~?2 _107.2b;?, 

i 'l'b l 61 $ 121~22~ 

(1) A former issue of 5% :preferred stock has been reacquired. ~nd 
canceled. 

During the lc..st five fiscal years applic::nt has pa:Ld 

dividends on its $1 par v:;:.lue cO.m.'7lon stock as folloW's: 

R:?te Amount 

Year ended May 3l, 1952 $ .;0 $ 15,180 
n " " " 195~ .50 2$,300 
II n IT TI 1954 2.00 78,975 
It l! II Ii 1955 2.75 10;3,804 

Current ye~r to date 2.25 82,687 

App1icant Ts present proposal with respect to its ~tock does 

not involve a distribution of assets. The reclassification p.nc the 

share divideno will result in thE' tr~nsfer of ~\1)096,150 from the 

surplus acco1mts to st"teo ca):,1 t~l and the peManent retention in 

the 'business of' surplus of' th:!lt amount. The completior .. of the trans­

actions will reduce the book value of the issued. sho.X'es from. a.p'Proxi­

mately ~,42 each to approximztely :~:\7 each a.nd will enable applicant 

to present a financial stctement conta1nine B. more bala.nced cap1 tal 

structure. 

A review of ap~11cant's operat1ne experience clearly shows 

that in the conduct of its business it hos accUtllulo.ted sur!Jlt1.s well 

in excess of the pro'Posed stOCK issues, that the shareholders have 
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chosen to invest such surplus in the business, and that an order, 

therefore, properly cttn be !ll2.ce authorizing the compc:ny to issue 

stock in reimbursement of the amounts so invested and to distribute 

such stock to its shsrehvlders as a stock d1v1dend. Upon full 

cons1dera,tion we D-re of the opinion that the money, pro,erty or 

labor to be procured or pain for by the issue of th~ additional 

sh~r~s of stock herein authorized is re~$on~bly required by appli­

cant fo~ the purposes s~ec1fied herein, th$t such purposes are not, 

in whole or in part, :-easonably chargeable to operating cJ<per.ses or 

to income, and that an order should be entered granting ~pplicant's 

reo.uests. 

The Commission h~!ving considered the abOVe-(1mt1 tled matter 

and being of' the o,inion that a 'P1.','b11c he3rin~ is not necessary, 

ther'~fore , 

IT IS HEREBY ORDERED as follows: 

1. Southern PaCific Milling Com.pany rn,ay amend its articles 

of incorporation, as indicated in this ap~lication, 2nd may reclassify 

it~ issued shares of COI'C.4ilOn stock or the par value of ~l e~ch into 

a like number of shares of common stock of the par value of ~~5 each. 

2. Southern Pacific Milling Compeny may 1s~ue not exceeding 

188,750 shares of its $5 par value common stock in reimbursement of 

its treasury for surplus invested in its assets and thcrea.fter may 

distribute such shares as a stock dividend, to its exist1np: sh::lre­

holders. 
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3. Southern Pacific Milling Company shsll file with the 

Co~~ission a report I or rep~rtsl as required by Gener81 Order No. 24-AI 

which order, insofar as aprlic~blel is made a p~rt of this order. 

4. The authority her'e1ri" granted will become effective 

20 days after the date hereof. 

Dated at __ ~;..;.1\._n_Fra.n __ c_I8eo ___ , Cali1~ornia, this 

day 0 f __ tG_A_1V'IA---.~.f;;"';Hw.;;./ __ , 1956. 

j 

Cormniss1oners 


