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Decision No. 40298

BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STLTE OF CALIFORNIA

In the Matter of the Application of

CALIEORNIA COLD STORAGE & DISTRISUTING co.
CALIFOENIA ICE AND COLD _STORAGE CONPANY ané.
AN DIEGO ICE AND COLB STORACE €O

for Order Authorizing Issuance of‘Stocks
Pursuant to the Teras and Provisions of
Agrecement of Merzer, Crder Approving the
Fairness of the Terms and Conditicns ¢f the
Exchange of ecuritie, Pursuznt to tne Terms
and Provisions of said Agreement of lerger,

Order Approving the Acquisition bJ VALIEORJIA'

COLD STORAGE & CISTRIBUTINC CO. Pursuant to
Said Agreement of Merger of the Business and
Certificates of Public Convenience and
Necessity and the Rights, Privileges,
Franchises and Permits Held and Owned by
CALIFORNIA ICE ANDC COLD STORAGE COMPANY zné.
SAN DIEGO ICE AND COLD STORAGE C0., Order
Granting Permission to Make Such Trarsfers

When Such Merger Is Comnleted Pursusnt to the

Terms and Provisions of Said Agreecment and
the Laws of the State of California and the
State of Delaware, anc for Crder Authoriz*ng
Sale of Stocks Called for by Unpresented
Fractional Scrip ”e*tiflcuteg.

Eugene Glenn for applicqnts.
J. A, Brenner; Ernest Little; Geo. Z.
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Application
No. 28324

kae; stockholcers, in n*opria pe sone

In this application, the Commission is asked_td enter

its order (1) authorizing the execution‘and consummation of an

Agreemcnt of Merger prov*dinb for tne merging of California Ice

and Cold Storagc Company ard San Dicgo Ice and Cold Storage Co.

and their proparties and business into Ca;ifornia Cold Storage &V

Pistrivuting Co. as the Surviving Co*poratlon oursudnt to the

terms and conditions of the Abreemcnt of Merger, (2) 4utnorizing |
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California Cold Storaze & Distributing Co. to issue shares of
.stock and §crip certificates for the purpose of converting the
shares of stock of California Ice and Cold Storage Company ahd
San Diego Ice and Cold Storage Co. into shares of stock.of'
California Cold Storage & Distributing Co.; (3) finding that the
exchange of stocKSpurcuant to the terms and oravmsiona of " the
Agreement of Merger is fair, and (4) duthoriz1ng California Cold
Storage & Distrlbutinr Co. to sell shares of stock to pay or

redeem unpresented fractlo al serip certizicates.

A copy of the Agreement of lMerger iIs on file in this
application as Exhibit "J". It has beén épproved by t*é‘Board of
Directors of each corporation. It must be sabmlt*ed to the '
stockholders of California Ice ané Cold Storage Company and San
Diego Ice and Cold Storage Co., angd to beébme'effective must be

approved by a two-thirds vote of each class of stock of those

companies.

The Commission by its order of April72,;i947,‘sét this
application for publi¢ hearing on Wédnesday,uApril 30,‘1947, and
directed applicants to publish a notice of such hearing on or be-
fore April 10, 1947, in a newspaper of gcne*al circulation pub-
lished in the City of San Dihgo‘und in a newqpaper of gener@l
cireulation publiuhed in the City of Los Angeles, gnd further-
directed saic¢ applicants to mail a notice of the hearing'addreﬁsed
to each of the stocknolders of California Ice and Cold Storage
Company and of San Diego Ice and Cold Storage Co. Affidavits have
~been riled showing that said notiCes.ﬁere publiéhed and’ﬁailed as
directed'by the Commission. A public hearing was held by Commis- :

sioner Rowell and Examiner Fankihauser On.SaiQ Aorll 30, 1947.
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California Ice and Cold Stprage_Company, hereiﬁafter'
sometimes referred-to as the Califorﬁia Company, is a corporation
organized in 1926 bnder the laws of‘Delaware'and authorized to*do
business in California. It l1s engaged in the cold storage ware~
house business in Long Beach, California, under the fictitious
name of Home Ice & Cold Storage Co. and in Eakersfield uader the
fictitious neme of Bakersfield Ice‘and'Cold Stordge Co. It is
also engaged in the nanufacture and saﬁe of jce in- Long Beach and
in othker nonpubllc-utillty cusin essesﬁnL015 buuch, Los Angelcs,,

Alnambra, Bakcrsfzold Santa Ana, San Eernarcino and ‘San Eiebo.

- San Dicge Ice and Cold,étorage Co., herginafter somc-
times referred to as the San Dicgo Compeny, is a corpor#tion
organized in 1925 under the laws of Deleowarc and is authorized to
do business in California. It ic caguged in the cold‘storage “
warehouse ousiness in San Diego, and also in ndnpablic—htility

busincsses h San Diego and Oceanside.

For the ycar 1946, California Company and San Diego
Company have reported warehouse revenucs and expenses and non-

utility revenues and expenses as follows:

California San Diego
- Cgmognz Cgmgqnzf Totzl
Warehouse Operations - ‘
Revenues $ 263,864,40 $ l /,411 57 $ 451, 575 97
Expenscs 139,657,156 2 ‘
Net 124,207,244 ,
Nonutility Cperations .
- Revenues 3,405,833.86 2 013’874-44‘ 5 708 30
Exneases 2.8074.451.28  1.337,208.69 4;@41;éé2;21
Net 501,372.458 176,665,75 77§A_Q§;31'
Total net operating '

revenues 725,57¢.82 250.308.35 975 8&§_x7
Ceductions o . ' |
Interest . 12,611.38 e - 12,011.38;
Federal income tax 204,975.87 G2, 54455 297,520.42
Total deductions 217,587.25 92,544 .55 3i0,331.80

Net profit § 507,992.57 & 157,763.80 § €55,756.37
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California Cold Storage & Distributing Co., hereirafter
soretimes referred to as the SurV1ving Coroordt;on, is a co¢pora-
tion organized in 1946 wnder the laws of Californig. It has an

authorized stock issue of 85,000 shares, segregated as follows:

(a) Prior Preferred - 15,000 shares, par value 25 ~share
(v) Preferred - 40 000 shares, without par value

(¢) Common - 30,000 sharcs, ‘without par value.

The holders of the Prior Preferred‘sharés are entitled,

when and as declared v the Board of Directors

v ) !

the rate of five percent (5%) per azmnum. 2The dividends are

‘to dividends at

cunulative if earned and not paid. VTHe Surviving Corporation may,
at the option of its Board of Dlrcctors on talrty day s‘ notice,
redf‘em the Prior Preferred sharecs by pay:l.n,a_, the holdera tncreor

$25 a share and accumulated dividends. In tae evcnt'of‘lmqugda-
tion, the rolders of the Prior Prefcrred stocx are“éntitiéd to
receive out of the asscts of the Surviving Corvordtion an amount
equal to the par value of the Prior Preferred,stoc& ané accumulated
dividends before any assets arc distriduted to auy other stoek- . .

holders.

After all dividends have been paid on the Prior,PieF
ferred stock, the holders of the Dreférred sHares‘are eﬁtitled
" when ané as declared by the Board of Dirgcto“ s, to ulvidgnds up
to the sum of, but rot exceeding, @&.53 per sadre‘per annum. Such
dividends src cumalative if carned and not paid.’ The Preferred

stock ic not redecmable.

After tqe ceclaration of the accuamulated and current

dividends on the Prior Preferr:zd and on thoe Preferred shares, the
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holders of the Common shares are entitled, when'and‘as declared by
. the Board of Directors, to dividends out of any funds of the cor-

poration at the time legully aveilable for the declaration of |

dividends, up to the sum of, tut not exceedihg 31.50‘pe§ share

per annum. Such dividends are rot cumulutive..

Upon the declaration and payment of dividends as in-

rdicated the Board of Directors mey, if‘it‘SO‘chOOSGS, declare

furtner dividénds, but such further dividends shzll be paid all
holders of Preferred shares and Common shares pro rata, according
to their respective shares, without distinctiorn between such

classes of Preferred und Common shares.

The Articles of Incorporation of the Survivihg Corpora-.
tion provide further thut, -except as otherwiSe‘prQVided in the
Articles, or as otherwise provided by Law, tne Prior Preferred
shares and the Preferred shares shall have nd voting rights and
that the exclusive voting power und rigat of notices of share-
holders meetings shall be vested in the holders of the Common
shares, cach holder thercof to have one votc for exch shure of
sucn stock neld by him. In the cevent divideads at the rate of
five per cent (5%) per annum on the par value of the Prior Pre-
ferred shares shall not be puid for two consecutive years, then
and until dividends at such rate of five per ceat (5%) per . annum
on the par value of sueh Prior Preferrced shures shall haVe'been.
paid for two comsecutive years, Prior Preferred shares shall have
equal voting rignts with the Common shares, ¢ach nolder thercof
to have one vote for cach sharce of such rrior Preferred stock
held by him. The Articles.further pro&idé that in the event divi-

dcnds a2t the rate of $1.50 per annun on the Preferred snures shull
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not have been paid for two consecutive years,‘then'and until |
dividends at such rate of £1.50 per wnnum on such Sharés'shall
nave been paid for two consecutive years, the Preferred shares
shall heve equal voting rights with the commor Sﬁafes, each

holder thereof shall have one vote for each share of such Pre-

ferred stock held by him.

The California Company has outstanding.lé,ooo shares
of Class A no par value stock and 15,2500 snares of Class B no
par value stock. The holders of the Ciass A stock arc entitled
to cumulative dividends at the raté of §L.75 a share.‘ Aftérythe
payment of such divicdends, the holders of the Class B stock are
entitled to an annual dividend of §1.75 a sharc. any further
distribution of earnihgs as dividenés are paid egually te tae
holders of Class A and Class B ctock. On December 31, 1946,
California Company had cumulative unpaid dividends on its Ciass
A stock of about $193,30C, or $12.1125 per share. It has néver
paid any divideﬁds on its Common stock. In the event of ;iqui—
dation, the holders of Class A stock arxe entitléd to $30 afgﬁaié
plus accumulated dividends. After payment of $30 a share tbfthéu
holders of the Class 3 stock, any further distribution of asSefs
must be made pro rata according te their reépective shares, ﬁo
the holders of record of the Class A scock.and the Class b Stbck'

without distinction between the classes of stock.

The San Diego Company nas outstanding 13,022 shéres‘of
Class A stock and 5,800 shares of Class B stock. All of the
Class B stock and all but 306 shares of the Class A stock are
owned by the California Company. The holders of the Class A

stock of the San Diego Cempany are entitléd to annual Gividends
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of $2.50 a skare, of which $1.75 is cumulative. The holders of
the Class B stock, after the payment of unpaid cumulative divi- -
dends and $2 50 a share on Class A stock are entitled to divxdend
at the rate of $7.50 a share. Any further distributiqn‘of earn-
ings of San Diego Company must be paid'io the‘hoidersyof Class A
and Class B stock on a pro rata basis. Dividénds'§n the Clgss A
stock are in arresrs to the extent of .8625¢ & shere. In case of
liquidﬁtion, the holders of the Class A stock are entitled to
receive $25 a shere plus accumulated dividends. After suck
payment, the holders of the Class B stock are entitled to e paid
$75 a share. Thereafter, distribution of &ssets‘shali be,ﬁade
equally, share for saare alike,'between (i) the holders of record
of Class A stockland (2) the holders of record of the Class B

stock.

The Agreement of Merger provides that the Surviving
Corporation will issue to the Class A stqckholders of palifornia
Company one-half share of its Prior Preferred stock fér gach
Class A share and ons and one-fifth shares of its Preferred stock
in exchange for ezch Class A share. The issue of the Prior'Pre—
ferred stock is designed to ligquidate the accgmulated divicends
on the Class A shares. To the holders of Class B stock 6$ the
California Company the Surviving Corporation proposes to issue
one and one~fifth shares of its Cozmon s%pck in exchunge for cach
‘share of Class B stock. Witn referencé to tae San‘Diego,COmpany,
it is proposed to convert tae Class A stock of thut company into
Preferred stock of the Surviving Cdrporatién on the basis of share
for share, and the Class B stock into Common stock of the Surviv-
ing Corporation on a share for share tasis. Since all of the
Class B stock is ovned by Callfornia Coﬁpany_such stock, through
the merger, will be canceled. The accumuluted ¢ividends will be -
paid in cash. |
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The Agreement of lerger vrovides for tae issue of
serip certificates by California Cold Storage &'Distributiﬁg Co.
to such shareholders of California Compazny ond San Diego Compuny
who are entitled to reccive fractional shares of stock: the
Agreement of Merger provides that thelscrip certificsates will
tecome void on December 31, 1948. Prior to that time, scrip
cortificates may be converted into a full sacre of the appropriate
class of stock upon the surrender of serip certificates.aggre~
gating one or mdre full shares. Serip certificates do not en-
title the holder or bearer to voting-righté or dividends; The
Sufviving Corporation proposes, if the merger is génsummated, ﬁo
render every facility to the holdersAof serip certificates to
dispose of the same, or'acquire adéitional ones as thé share-
rolder may elect. It is proposed, as 'soon as practicél, after,
December 31, 1948, to sell such nusber of shares of cach class of
stock of the Surviving Corporation called fér vy the total frac-
tional serip certificates of each cluss then outsténdiﬁg and to
pay to the holderscf suca scrip certificates on'surren&ér'thereof
tﬁeir‘reépective proportions of the nef procceds of.the'séie of
$hch shares;_.A copy of thelscrip certificate Is on file in thais
épplicat;on as Exhibit "S". The Surviving Corporation asks

permission to scll such shares of stock.

Assuming that the Californiz Compzny and tae San Diego
Company had Yeen merged under the proposed Agrecment of Merger
as of Deecember 31, 1946, the Surviving Corporation would have

had assets and lie®ilities as follows:
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ASSETS

Current Asscts:
Czsn on hand and in banks
Accounts receivable:
Customers
others ’
Tctal
Less rescerve for uncollectible
accounts
Inventories
Prevaid coxpenses
Totazl curreont assets
Investments
Prope*ty, P‘dnt and Eguipment:
Land -
Builéings
Machinery and eqaipment
Office furniture and fixtures
Automotiles and trucks
Total
Intangibles:
- Goodwill
Other Assets
Guarantee. denosits
Interest in surplus reserves of
California Casualty Indemalty
Exchange
Less Valuation reserve

byldd .05

$2l7 066. .a.[p

%1,821 89

308,894.03
A,OOQ;OOf

358;231.08

73,486.66
‘142 083.53

9,740.30

b0,00g 68. :

251,258.68

304,894.03

409,523.94

65,16
1. osl,fzg.ggn

2o 969 429

1,372.10 °

1,337.1C

Total 16,459.28

$2,219,535.02

Total asscte

LIABILITIES AND Ca®ITAL

Current Liabilities:

Jotes payable - unsecured $  50,000.0C

Accounts payabdle - tradc
Other accounts wpeyablic
Federal snd state taxes on income
Other acerued liavilities
Current naturities on long-term dobt
Total _
Long-tera Debt:
Note payable -~ secured
Property purchase contract
Total
Less installments due inm 1947 in-
cluded in current liakilitices quovc
Portion due subsequent to 1347
Capitul Stock:
Prior preferreé $25. par valle,
8, 000 shares
Prcferred no par value,l%, 546
shares statud at bZ:.
Common, no par value, 13,600
shares stated at $25.
Total '
Earnea Surplus

$l42 002.00

11,600.09

153,6C0.00

35,600.00

200,000.00. .
488,650.00
465,000.00

Total Liabilities and Capitel

-9

187,835 8¢
26,973.88
344)454 13
36,308.21

35,600.00
TT861,172.08

118,000.00

1,153,650.00 .
286,7;2;2L'

215,535.02
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The merger of the Culifornis Compuny and the San Diego
Company into the Surviving Corporation will&db away with two cor-
porations, will result "in decreased overhcuad expenses, will make
it possible to consolidate accounting o:flces,‘save TLKER, and‘do‘

business on 2 more efficient basis.

Several holders of stock of the California Company ap-
peared at the hearing. While they did not object to'the REeTEEX,
they did suggest that ch» Agyoement of Merger be modified in
several respects. They suggested that the dividends on the Prior
Preferred and Preferred stocks of the Survmving Corﬁo" tion be
made cumulative whethor earned or noet; that the Preierrea stock
should have voting rights equal to the veting risats of thc
holders of the Common stoc&, that the denial of preemptive rignts
th thc stockholders should %e eliminuted from the Arthl»S of
Incorporation: that €o protect the innerest of the mxnorlty
stockholders soxe limitation should be put on tac pS‘ of Larn;nbs
ty the Surviving Corporation, and that stockholdersloe {furaished |
with wauditeod balance sheets and carnings statencents on a

guarterly as well as on an annwal basis.

Applicaents contend that in preparing the Agreement of
Merger they endcavored to maintain and perpetuate\the rights
whieh the holders of Class A stock of the California Company and
San Diego Company now P0SSESS, and that in arriving at the bases
on which stock of the Surviving Corporation would bde excnanged
for stock of California Cémpany and San Diego Company, primury
consideration was given to tiae gistridbution of*the_ésgets of
taose two companies'in the event the companics wcrerliquidated

¢ the assets distributed to thelr stockholders. Vndle 1t 1s
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realized that the holders of the Class A stock of California Com-
nuny ané San Dicgo Company now have limited voting righté, we

believe that the Articles of Incornorution of. the Survivlnb Cor-

wepetion Should he diended und give the Nolders of th Prior

Preferred stock and of the Preferred stock of the uﬂfVLVinE Cor-

poration voting rights on a parity with the votinyg rigﬁns of the

nolders of the Common stock and that the Articles sbdﬁid furtaer
be amended to provide that the dividends on the Prior Prefcr:cd :
and Preferred stock should be cumulative, whether carned or not.
With all stockholders haviag a voice in the manugement of ine
propersies and buciness of the Surviving Corporutibn, tacre is no
need to reguire it to confer preemgtive rights'uﬁon any ciass‘of
its stockholders or to impose upon it wny limitatibn on the use of
its surplus earaings or distribvution of its balance sheets and

carnings statencnts.

we find that the exchange of stock as set forta in the
Agreement of lerger ané pursuznt to its terms and provisions is
fair and reasonabdle, provided the Art*cle° of Incorporation of |
the Surviving Corporation are amended as atove indicated. It
should be understcod that the order herein is permissive and does
not recuire any holder of stock of Caiifornia Company dr'San
Diego Company to exchange nhis stock foi stock of the Surviving
Corporation. Any stockholder who elects nmpt to have his stock
converted into the Surviving Corporaticn has the right to resort
to the dissenting sharenoldcr's provision of the law und have the
value of his stock determined end be paid in cash an amount equal

to the value of his stock.
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The Commission having considered the record in this
application and it being of the opinion thut if the Articles of
Incorporation of California Cold Storage & Distributing Co. are
amended as indicated in the foregoing opinion, the issue and
exchange of stock by said California Cdld Storuge & Distributing
Co. under said amended Articles of Incdrooration'and'on the share
basis set forth in szid Agreement of Merbcr is fair and reason-
adle, that the money, property or labor to be procured or paid
for by the issue, exchange and sale of stock herein authorized
15 rcasonably recuired ty Czlifornia Cold Storage & Distributing
.Co. for the purposes herein stated, which purposes are not in
whole or in part'reasonably chargeable'to operating expenses or
to income, and that this application should be granted subject to

. the. nrovisions of th¢s order; therefore,

I7 1S HEREBY ORDERED as follows:

1. California Ice and Cold Storuge Compuny, San Diego

Ice and Cold Storage Co., and Califormia Cold Storage & Dis-
tributing Co. may, after the effective date hereof azad on or
before December 31, 1947, exccute an Agrecement of Merger in,
substantiaily-in the form of the Agreemeant of Merger on file

this application as Sxhitit "J".

2. California Icc aznd Cold Storage Company and San
Liego Tce and Cold Storage Co. may, after tnc effective date
hereof and on or before December 31, 1947, sell and transfer
their properties, rishts, przvileges, franchlses, and business to

California Cold °torage & Distrlbuting Co., and the letter may
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assume all obligations, debts, and liabilities of California Ice
and Cold Storage Company and San Diego Ice and Cold Storagze Co.,

21l in accordance with the said Agrecment of Merger.

3. California Cold Storage & Distributing Co. may,
after the effective date hereof, issue its shares of stock and
suwrip certificates in exchange for stock of California Ice und
Cold Storage. Company anc San Diego Ice and Cola Storage Co., and
issue and sell Shares of stock to pay or redcem serip. certiflcdtes
not exchanged for sasres of stock, all pursuant_to thc.terms and
provisions and for the purpdses-set forth'in~$aid Agrecment of
MYerger, sald shurcs of st&ck to be issued undér Articles of

Incorporation amﬂndea as incdicated in the forcgoing opinion.

L. The autnority nerein granted will tecome effective
when California Cold Storage & Distrituting Co. has fiicd'with
the Commission zmendments to its Articles of Iucorpurution a5

indicated in the foregeing opin iod.

5. Tae aathority nercin Zrunted should not be con-
strued as @ Tinding of the vulue of the propertiecs herein author-

ized to be transferred.

6. Within ninety (20) days after the exccution of
said Agrecment of Merger, Califoraia Cold Storage & Distfibuting
Co. shall file a copy of the sszme, togetrer with a report showing
the number of shares of stock wné serip certiflcQtes it issued

and the purposes for which the same were issued.
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Dated at San Francisco, Celifornia, this 2(_’:/ 92 day
of May, 1947.




