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Decision No. 23273 @%H@%%&&

EEFORE THE PUBLIC UTILITIZS COMMISSION OF THE STATE OF CALIFORNTA

In the Matter of tne spplicstion of )
WEST LOS ANGELES MILLING CO., 2 cop~
poration,.and TARKS VARSHOUSE COMPANY,
& corporation, for an Order Authoriz-
ing the fransier of the Franchises and
~ssets of Tarke Warecheuse Company to. ) Application
WEST LCS ANGELES MILLING CC., pursuant - No. 37995
to a Statutory Corporate Merger Under
Sectlons 4100 to 4318 of the Corpora-
tions Code of the State of Califormia;
and :

3

In the Matter of the Application of
WEST LOS ANGELES MILLING CU., a cor-
poration, for ax Order Authorizing the
Issuance of Shares.

C. L. McGanghey, for West Los Angeles Milling Co.;
Alvin ¥els, for Tarke Warchouse Company.

This is ar application for en order authorizing West Los
Angeles Milling Co., a corporation, to issue $600,000 par value of
comron stock in exchange for common stock of Terke Varehouse Company,
pursuant to the terms of a stztutory corporate merger, and approving

the terms of said merger.

In this cecision West Los Angeles Milling Co. will be

‘referred to as West Los Angeles and Tarke Warchouse Company as Tarke.

A public hearing upon the fairness of the terms and con-
ditions of the issue and exchange of stock pursuant to the provisions

of Section 822 of the Public Utilities Code was held before

Commiscioner Rex Eardy and Examiner Freymen Colemen in Los Angeles
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on June 7, 1956, after notice of such hearing had been given by
publication and by mailing to all the holders of the outstanding
shares of stock of both corporations. No protests were received by

thae Commission and zt the conclusion of the hearing the ratter was
taken under subnmission.

West Los Angeles is a pudblic utility warehouseman operating
in West Los Angeles, Oxnard, and Occanside. Primarily, however, its
business is of a nonutility nature and consists of the buying, selling,
procesiing, and packaging of agricultural products, particularly
beans. In the conduct of its merchandising activities it purchases
beans not cnly in Southern California, but in other aresas inecluding
the Sacramento Valley, transports such purchases to its packaging
plant in West Los ingeles, and thereafter Aistridutes its products
through wholesale, retail, and jobbing outlets throughout California
and other states, the process involving a back-haul of packaged

products to Norther=m California.

It appears that West Los angeles has conducted negotiations

for the acquisition of plant facilities in the Sacramento Valley
which have culminated in 2 merger agreement with Tarke, which has

been engaged in pudblic utility warehousing of agricultural products,

S

hee

In Exhibit G, West Los Angeles reports its gross revenues for the
last 6 months of 1955 as follows:

Seles of beans $2,077,350
QOther szles 130,008
Warehouse revenues 18,154
Handling in and out 84,9?%

Miscellexecus 3
Total $2,310,756
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particularly beans, and in related nonutility activities at Tarke,
‘ ' '

Sutter and Durtanm.

Under the terms of the merger agreement West Los Angeles
will be the surviving corporation, will sﬁcceed, without other
transfer, to 211 the assets of Tarke, wiil assume its debts and
liabilties, and will issue to the shareholdefé of'Tarke'two‘or its -
shares of stock of the par value of $20leé¢h in exchange for each
share of Tarke stock of.the par yaiue of $1o each. Presently, Tarke
has outstanding 15,000 sheres of stock, so that the éonsummation of
the agreement will call for the issuc by West Los Angeles of 30,000
shares of stock ol the aggregate par &alue of $600,000. All the
shareholders of both corporations héve approved the terms of the

merger and of +the issue znd exchange of the ghareu of stock.

The record indicates that the terms of the exchange of
stock were arrived at after a considerétion of the earmings position
of Tarke, anticipated savings in operating costs, and an estimate of
the present value of the plant facilities. The following tabulation,
prepared {rom financial stetements of record in this proceeding,
shows the recorded balances of the two corporations 2s of December
31, 1955, the adjustments to carry the aerger agreement into effect,

and the pro forma dbalances giving effect to such adjustments:

2/

I“ Exhibit H, Tarke reports gross revenmues for the 1ast six months
1955 as foliows:

torage $ 69,734
Cleaning, fumigating, sulphur, ete. 163 167
Bags ond sereenings a4,159
Brokerzge Aidyy 336
Bulk handling 25,041

Total $386,426
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West
Los Angeles Tarke Adtustments Pro Forma

Assets

Current assets -

Cash - $ 58,768 $ 52,210 $ 110,978
Accounts receivable 269,440 135,688 405,128
Inventories 712,870 98,833 - 821,703
Total current
assets 1,041,078 286,731 1,327,809

Fixed assets, less 2/
reserves 571,132 333,433 1,360,827
ntangible assets 39,339 - 39,339
Deferred charges 5,312 4blb = — 5,728

Totel £1,656,861 $622,580 2,1733.70

Liabilities

Current liobilities § 299,023 $194,331 $ 493,354
Long-tera obligations 70,000 121,000 é(l - %) 191,000
50,00

Capital stock . 1,199,038 150,000 { 600,000 1,799,038
Zarned surplus 86,385 155,249 RLL, 624

Paid-in surplus’ 2’215 6,262 8677

3/
Total  $1,656,861 $620,580  $456,262 $2,7332,703

West Los Angeles! outstanding stock consists of 59,951.875
shares of the par value of $20 ezch. DTarke's stock consists or'is;ooo
cshares of the par value of $10 each. Upon the conclusion o: the merger
transactlon, West Los Argeles will have outstanding £9,951.875 shares
of the aggregate par value of $1,799,037.50. For the fiscal year
ended June 30, 1955, West Los Angeles reported net income of $39,089
and Tarke $22,467, the two {igures aggregating $61,556. For the six
months ended December 31, 1955, West Los Angeles reported net income

of $30,306 and Tarke $49,593, a total of $79,8399.

It is reported that p»roduce is availzble to Tarke for purchase

but that the company is not in the position to underteke transactions

is amount represents the increase in book values pursuant to
current appraisal.
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in any quantities because of lack of facilities and sales outlets.
Upon the merger decoming effective, West Los Angeles will instaliv
packaging machinery at Tarke and will make available to agricultufal
growers In the Sacramento Valley its present distribution facilities.
The merger will enable West Los Angeles to acquire‘a gfeater véiume of

products and to packzge the same economically and expeditiously through

localizing the packaging process in the Sacramento Valiey.

It appears that the merger will not affect adversely the
public utility service offered to the public but will, according to
the testimony, improve service by developing a ready market for the:
stored commodities, which in turn should make more space available
because of the more rapid movement of the stored goods. The evidence

shows that West Los fngeles will adopt the present rates of Tarke.

A consideration of the evidence shows that the two corpora-
tions are reasonadbly successful going concerns. The merger will
result in an expanded operation having a favoradble cash position and
a substantial volume of work;ng capital with 2 relatively small amount

of long-ternm obligations.

Upon a review of the evidence we are of the opinion and so

That the merger will not be adverse to the public

That the terms and conditions of the issue 2nd exchange
of stock 2s proposed in said‘merger agreement are fair; and,
3. That the money, property or labor to be procured or paid
for By the issue of the stock herein authorized is reasonably required

for the purpose specified herein, and that such purpose is not, in
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whole or in part, reasomably chargeable to operating expenses or to
income.

Upon the basis of the foregoing findings we hereby approve

the terms and condltions of the merger end of the issue and exchange
ol stock. It is true that the transaction 1s basced in part on .
appraised values of property. However, the record in this particular
case warrants the Commission to depart from its usual prac¢tice of
ation. The warehouse business of both applicants represents only a
small portion of the total business ané is incldentzl to the merchan-

dising activities, and the operatiocns in the future, in the main, will
be of a mercnandising nature.

Our action in this proceedirg is not to be construed as a
finding of vzlue of the properties to be merged. If called upon to
fix rates for storzge 4n the future, the values claimed in this
proceeding will be subject to investigation by the Commission.

QRDER

A public hearing having been held on the above-entitled

metter upon the fairness of the terms and concitions of the issue

and exchange of stock by West Los Angeles M1lling Co. in exchange for

stock of Tarke Warehouse Company and the execution of a merger agree-
zent, notice having been given, and the Commission having considered

the evidence and Yeing of the opinion that the application should be

granted as nerein provided, taercfore,
IT IS EEREBY ORDERZED as follows:

1. West Los ingeles Milling Co. and Teorke Werenouse Company
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are authorized to execute and enter irto zn agreement of merger

whereby Tarke Warehouse Company is merged into West Los Angeles
Milling Co.

2. Tarke Warchouse Cempany, pursuent to the terms of sald
nerger agreement, mey transfer its assets to West Los Angeles Milling
Co. and VWest Los Angeles Milling Co. may succeed to such gssets and

assume the payment of the outstanding liobilities of Terke Warehouse
Cémpany.

3. Vest Los Angeles Milling Co. may issue not exceeding

20,000 shares of its capital stock in exchange for shares of stock of

Tarke Warehouse Company, in accordznce with the terms of sai@ merger

agreement.

4. On not less than five days' notice to the Commission aﬁd
to the public, effective concurrently with the consummation of such
transfer, applicants skall supplement or reissue the tariffs row on
file with the Commission, insofar as they name rates, rules and regu-
lations governing the warehouse operations here involved, to show that

arke Warchouse Company has withdrawn or canceled and that West Los
Angeles Milling Co. concurrently hcs sdopted or established ac its
own sald rates, rules and regulations. The tariff filings made

pursuant to this order in 21l respects shall comply with the regu-

lations governing the construction and filing of warchouse tariffs set

Jforth in the Commission's Genersl Order No. 61.

5. West Los Angeles Milling Co. shall file with the Commis-
sion monthly reports of the issue cf said shares of stock as required

by General Order No. 24~4, which order, insofar as spplicable, 1s made
a part of this order.
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6. The authority herein granted will become effective upon
the date hereof. | _

Dated at San. Franeisco » Californie, this }6 —
day of geon s, 1956.

/
Presicdernt

Commissioners

Comzissionor Rex Hardy , being
pnecescarily absent, did not participate
An tho dicposition of this procesding,,




