Decision No. 92342 @Hﬂ@gﬂ@ﬁ&

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA

In the Matter of the Application of

SOUTHERN PACIFIC MILLING COMF ANY,
a Californiz corporation, Applicution
No. 37833
for an order zuthorizing increzse in
par value of its outstinding stock
and the issuznce of additicnaol shares
as a dividend in stock.

In this epplication, Southern Peacifiec Milling Company, a
corporation, seeks approval of a reclassification of its caplital

stock and of the issue of additional shaores of common stock.

Presently, applicant's issued capital stocek consists of

38,100 shecres of comson stock of the nar velue of $1 each, of which

350 shares have Yeen reacquired by it and are held in its treasury,

leaving 37,750 held by the stockholders. Its total capital end
surplus amounted to $1,602,515 on Januery 21, 1956, according to its
balance sheet of that date which has been filed in the proceeding

as Zxhibit A. It has rio long-term debt outstinding nor zny shares

of preferred stock or other form of senior securities. .

The 2pplication shows that the company now has taken steps
to amend its articles of incorporztion so as to reclassify its &1
par vezlue shares of common Stock 1lnto $5 par value shares, and, in
addition, to capitalize $943,750 of its surplus through the issue of
138,750 of its new §5 shares, such zdditional shares to be distributed

to the sharcholders on a five-for-one bazls as a stock dlvidend. The
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effect of these transactions on applicant's balance sheet is shown in
the following tabulation:

Book Balances
dn. 3 . 25 Trgnsfers Pro Forma

ssets

Current assets -
Cash $ 478,822 . $ 478,822
Accounts receivable - 526,7§7 5?6 767
Inventories 973,546 93,546
Prepaid expenses 62.667 62.667
Total current assets 1,161,802 ‘ 1,161,802
flant and equipment ~ net 812,857 812,857
Other assets 130,962 130,962

Total $2,105,621 $2,105,621

Liabilities and Capital

Current liabilities $ 503,106 $ - $ 503,106
Capital and surplus - '
Common stock 38,100 1,096,150 1,134,250
Less = treasury stock (12 051) (12 051)

Reduction surplus 34 250 (34,250
Surplus 1,542,216 1,06 8 é
Total capital & surplus 02,514 - $1,602,515

Total $2.,105,621 - . 2.1 21

The preceding tebulation shows that applicant has financed
itself with equity funds and thet a substsntial portion of its invest-
ment 1s represented on its balance sheet in the current assets
accounts. In this connection it is noted that although spplicant
is engaged in business as a public 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
varlous locations in the southern part of the state. A comparative
income account for the last three fiscal years, showing applicent's
recorded results of operations and pointing up the relatively small

proportion of utility dbusiness, is as follows:

e




12 Months Ended May 31,
1953 1954 1955

Revenues -
Public utility $ 71,510 , % 5,553

Non-utility 5,886,503 806,10
Totzl revenues 2 K]
Net income 306,332 298,815

Dividends =
Preferred (1) 2,750 7,500 2,750

Comnmon 25,300 75,975 102,812
Total dividends 29,950 ,%75 07,562

Balance for year $_ 277,282 § 76,667 &__191,243

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

During the lest five fiscal years applicent has pald
dividends on its $1 par vzlue common stock as follows:

Rate Amount
Year ended May 31, 1952 $ .30 $ 15,180
M " non 1953 .50 25,300
" n 1t " 1954 2.00 78,975
" " oo 1955 2.75 103,804
Current yezr to date 2.25 82,687
Applicant's present proposal with respect to its stock does
not involve a distridbution of assets. The reclassification a2nd the
share dividend will result in the transfer of $1,096,150 from the
surplus accounts to steted caritel and the permanent retention in
the business of surplus of that amount. The completion of the trans-
actions will reduce the book value of the issued shores {rom zpproxi-
mately $42 each to approximetely %7 each and will enable applicant

to present a financlal stetement containing s more halanced capital
structure.

4 review of aypnlicant's operating cxperience clearly shows
that in the conduct of 1ts business it hos accunulated surnlus well

in excess of the nroposed stock issues, that the shareholders have
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chosen to inwvest sguch surplus in the dusiress, and that an order,
therefore, properly can be made authorizing the company to lcsue
stock in reimbursement of the amounts so invested znd to distribdbute
such stock to ite shercholders as a stock dividend. Upon full
consideration we are of the opinlon that the monay, provnerty or
labor to be procured or pald for by the issuc of the additional
sasres of stock herein authorized is recsonubly required by appli-
cant for the purposes specified herein, thst such purposes are not,
in whoic or in part, reasonzbly chargeable to operating expenses or
to income, and that an order should be entered granting zpplicant's

requests.

The Commission having considered the above-entitled matter
and dbeing of the opinion that a sublic hesring is not necessary,

therefore,
IT IS HEREBY ORDERED as follows:

l. OSouthern Pacific Milling Company may amend its articles
of Incorporation, as indicated in this application, a2nd may reclassify
Ltc 1ssued shares of common stock of the par value of 1 each into

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

2. Southern Pacific Milling Compeny may iscue not exceeding
183,750 shares of 1ts $5 par value common stock in reimbursement of

its treasury for surplus invested in itc assets and thereafter may

distribute such shares as a stock dividend to its existing share-
holders.




a. 37433k

3. Southern Pacific Milling Company shell file with the
Commission a report, or repsrts, as required by General Order No. 24-4,

which order, insofar as applicable, is made a part of this order.

4. The authority herein granted will become effective
20 days after the date hereof.

Dated at San_Francisco » California, this ~3£Jé
day of C?;éfu,éc , 1956,

/

Commissioners




