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Decision No. 46664 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA1'E OF 

Application of CALIFORNIA COLD STORAGE & ) · · DISTRIBUTING CO., a corporation, ) 
· 

Application 
No. 32970 

to issue promissory note for $500,000.00. ) 
.-. ... --..--------------_ .... -

Eugene Glenn, for applicant; ~ ~ Wells, for 
himself and for Ernest E. Li'ctle, W. A. Graffham, 
Earl E. Scharr, Archer F. Barnard, Myra R. 
Barnard, Benedict A. Kilmer, Ida L. Kilmer, 
Wallace H. Little, Luther Little, Bert W. 
Richardson, Charles W. Richardson, Lois C. Sharp 
~~d Earle N. Lempke, stockholders, protestants; 
~ ~ Welles, fer John A. Bremner, a stockholder, 
protestant; Hill, Farrer & Burrill, by Willi~ 
.Q.:. Farrer, for George L. Lo'Wcr, a stockholder, 
protestant. 

California Cold Storage & Distributing Co., applicant 

herein, is a California corporation engaged in the public utility cold 

storage business in San Diego, Long Beach and Bakersfield, in the 

business of manufacturing ice in Bru~ersfield, and in the distribution 

of beer in Southern California. (1) In this application it s.eeks 

authorization to issue an unsecured note in the principal ~ount of 

(1) 
In Exhibit D, applicant reports its results from operations for 

the ten months ended October 31, 1951, as follows: 

Sales and operating revenues -
Cold storage (Public Utility) 
Ice 
Beverage dep~.rtment 
Mi scellancous 

Total sales and operating revenues 
Other income 

Total 
Cost of sales, expenses and taxes 
Not profit 
Dividends on preferred stock 
Balance 

-1 

$ 325,891.84 
92,827.85 

6,,486,784.05 
6,080.83 

$6,,911,584.57 
S3,t,A3.27 

6,995,027.84 
6, 793, ~90. 87 

201, 36.97 
86.6SS.o0 
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$500,000 -for the purpose of paying outstand.ing indebtedness and of 
providing ~orking capit~l. The proposcd notc, 1r authorized by the 

Commission, will be issued to The First National Trust and Savings 

Bank of San Diego, will bear interest at the rate of 4-3/4% per ~um 

a.."'ld will be payable 1n quarterly insteJ.l.ments of $12 .. 500 .. or morc" 

~~th final paym0nt~ however, on J~uary 2, 1957. The note m~y be 

prepaid by applicant without premium. 

A public hearing on the application was held in Los Angeles 

on J~uary 10, 1952, at which time ccrtutn of the holders of 

upplic~t's outstanding shares of stock entered appeur~ces in protest 

to the gr~ting of the application. 

The record indic~tcs th~t ~pplic~t recently h~s acquired 

3,702 shares of the outstanding 5,000 shares ($500,000 par or stated 

value) of the c~pital stock of Sou~~wester.n Ice and Cold Storage 

Comp~y, a corpor~tion eng~ged in the ice ~d beverage business in 

Arizona, that the total purchase price was $506,223, that applic~t 

paid or provided the purchase price 'Wi. th funds on hond and funds ob

to.ined through the issue of 0.. short-term. note to The First N~tional 

Trust and Sc.vings Bank of San Diego in the principal amount of 

$375,000, znd that it now proposes to payor r¢1Und said note', with 

proceeds to be obtained from the issue to said bank of the' $500,000 

note covered by the present ~pplication, the remaining:$125,OOO·of 

proceeds to be used for other purposes. The.,record further shows 

that ~pplicant is considering the ac~uisition of ~~e remaining 1,29$ 

shares of stock of Southwestern Icc ~d Cold Storage Comp~y through 

the issue of four of its ow.n sh~res of common stock for each of said 

1,298 shares ~d that at a later date it proposes to file an applica

tion looking toward the issue of its shares to ~ccompliSh this further 

acquisition and the merger of the properties and business of the two 

corporations. 

-2 



/0...32970 M.MW 

The protcst~ts of record in this proceeding did not object 

to ~~e acquisition by applic~t of the shares of stock of Southwestern 

Icc ~~d Cold Storage Company or to the price paid or to the proposed 

merger. They did object to the issue by applic~t at this time of th0 

proposed note ~d the issue of its Shares of stock ~t a l~ter d~te. 

They took the position that applicant Should fin~ce the purCh~se price 

of ~~c shnres of stock of Southwestcr.n Ice ~d Cold Storage Comp~y 

whi~~ it now holes, and also the cost of acquiring the remaining 1,298 

shores of stock of th~t company, with moneys to be borrowed from an 

insuroncc company, rather thon from. the bank, and they introduced 

testimony showing that three insurcnce companies hc.vc indicated t..~ey 

might be tnterested.in a propOSition to lo~ applicent from $750,000 

to $800,000 on ~ mortgage lo~ payable over a period of 15 years with 

interest O.t the rate of 4-3/4% per annum, sUbJ cct to prepc.yment at a 

premium. The companies made no commitments to advance such sums to 

applicant. 

The issue of the additional shares of stock by applicont 

and the merger of the two corporations are not before us for decision 

at this time. The matter to be passed upon in the present proceeding 

is the proposed issue of the $500,000 note and in this connection 

1nfor.mation before us incic~tes that app11c~~tls bo~rd of directors 

considered the adviscbility of borrowing ~oncy by means of a bank lo~ 

and c.1so under crronganents with on insur&lcc compony, th~t s.:.1d board 

concluded ~pplic~t should borrow not more th~ $500,000 at this time, 

:md tho.t it was of the 0 pinion th~t it is in o.pplicont f s best interest 

to obtain such sum through the issue of an unsecured, five-year b~ 

loon, as here proposed, r~thcr than through the execution of a mort

gage lo~, for a larger ~ount, running for a period of fifteen years. 

The record shows that the board, by a vote of six of its seven 

members, authorized cpplicont's officers to borrow such s~~s as 
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o.pplicant might need from '!he First National Trust t.nd Savings Bank of 

San Diego and that, pursuant thereto, said officers negotiated an 

~grccmcnt to borrow s~id sum of $500,000. 

The board. of directors, of course, is ch<lrged 'With tho 

responsibility of conducting applicant's <lffairs. In our op1nion, we 

o.rc not w~rranted in withholding our approval of the action of a 

majority of the directors in this matter or our order authorizing the 

issue of the note as requested in this proceeding, provided, of 

course, such issue is for a lawful purpose ~d meets the requirements 

of the Public Utilities Code and of tho Commission. We are required 

'UIlder the terms of the code to make =. finding 'With respect to the 

reasonableness of the proposed issue and the expenditure of the 

proceeds. 

As stated, applic~t proposes to usc $375,000 of the pro

ceeds from the issue of the note to pay short-term indebtedness 'Which 

was in~rred to meet part of the purchase price of the shares of 

stock of Southwestern Ice and Cold storage Company. There o.re of 

record in this proceeding financial statements reflecting the opera

tions of Southwester.n Ice ~d Cold Storage Company during 1951 ~d 

shoWing its investments in its properties end its outstanCing 

liabilities and capital. The statements Show that during the first 

eleven months of the year the Ar1zon(! company reported sales and 

operating revenues of $1,3l9,727.98 and net profit of $119?S59·94, 

after deducting cost of sales, expenses, taxes and interest. The 

statements further Show that the book value of the outstanding shares 

of stock is approximately $203 a share, compared with zn average 

purchase price paid 'by applicont of approximlltely $136, and that the 

reported net profits for the eleven months are approximately 12% of 

the reported book value. 
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The fin~ci~l condition of Southwestcr.n Ice end Cold Storage 

Comp~y as of November 30, 1951, is show.n by the following balance 

sheet: 

Assets 

Current assets -
Cash 
Accounts receivable 
Inventories 
Prepoid accounts 

Total current assets 
Fixed assets -

Lond 
Plant .:md equipment 
Less - depreciotion 

Tot~l fixed assets 
Ot..1.er investments . 

Liabilities ~d C~pital 

CUrr~t liabilities 
Long-term debt 
Reserve for insurance and tax~s 
Capital -

Cor:mon sto ck 
Surplus 

Total capital 

" ,.' 

Total 

Totru. 

$ 129,404.36 
27,288.22 

211,522.94 
30,369.77 

$ 

34,851.55 
1",277,369.87 

(431.892·14.) 
•• ,>/" ' ~'. 

500,000.00 
532,082.86 

" 
,$ 398, 5$5.29 

880,329.08 
6A. 667.11 

$1,342,581.48 

$ 91,036.54 
12;,000.00 
95,462.08 

, ,'.j" , 

1.032.082.86 
.. -', ~ 

$1 !~43! 581. 4a 

Conccr.ning the rem~ining proceeds of $125,000, 'applicant 
. " 

reports th~t it desires to use them to increase its working c~pit~ 

for general busincs~ purposes. In Exhibit D it shows that on October 

31, 1951, it had c~sh on hand and in bank in the amount of $268,879.43 

and total current as~ct~ (including cash) of $1,080,497.29, as com

pared with current liabilities of $707,554.53. The record indicates 

that since October c.pplicant has used approx:Lmately $130,000 of its 

cash resources to meet part 0 f the purchase p rice of the shares of 

stock it has acquired end that it is faced 'With the expenditure of 

approximately $90,000 to finance the cost of ~dd1tional storage 

facilities at Long Beach. 
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In reviewing this matter and considering the n~ture of 

applicant1s operations, it appears th~t applic~t will have need for 

runds at this time to pay indebtedness and to augment its working 

c~pit~l, thereby replenishing its tre~sury for expenditures made in 

acquiring said sh~res of stock and providing for the addition to its 

plant. We are of the opinion, and so find, that applic~t properly 

may issue its note for the purposes indicated, that the money, 

property or labor to be procured or paid for by such issue is reason

~bly required by applicant for said purposes, ~d th~t the expendi

tures for such purposes ere not, in whole or in part, reasonably 

chargeable to operating expenses or to income. In our opinion there 

is no reason for delaying our action in the matter until such time as 

~pplic~t may complete its arr~gements to merge the properties. As 

st~ted, we have received no application to consummate the merger and 

have not been informed when it will be filed. 

Accordingly, ~ order will be entered granting applicant's 

roquest. The action taken herein shall not be construed to be a 

finding of the vclue of the stock of Southwester.n Ice ~ne Cold Storage 

Company. 

A public hearing having been held on the above entitled 

m~tter, and the Commission having considered the evidence and being 

of the opinion that the ~pp1ic~tion should be granted, as herein 

provided; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Colifor.nia Cold Storage & Distributing Co., after the 

effective date hereof and on or before June 30, 1952, may issue its 
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promissory note in the pr1ncipnl ~ount of $500,000 for the purpos0s 

set forth in this decision" such note to be in, or sucstanti.nlly in" 

the se:m.e form as that filed in this proceeding as Exhibit B and to 

be issued in acco::"d:mce with the terms of the lOml agreement \d th 

The First National Trust end Savings B~ of San Diego, a copy of 

~Ch is filed in this proceeding ~s Exhibit c. 

2. Applicnnt Sh~ll file ~th the Comm1~sion monthly reports 

as required by General Order No. 24-A" which order, insofar ~s 

a:pplic~ble" is made a part 0 f this order. 

3. The ~uthori ty herein granted will become effective 'When 

applic~t has paie the tee prescribed by Section 1904 of the Public 

Utilities Code, whiCh fee is five hundred ($500.00) dollars. 
~. 

Date<: at@,oM~~ 
orif MMdl d' 1952. 
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• California" this r2:L - day 

Commissioners 

C O:::~I ~,~~ " .~ ::\,' :~ _____ Xellllf)~.b._:E:Q.:t.t_e,tt •.. _ .• , boi:::h~ 
'1:.CCo~.~~;.r~:~/ ~,t'b:~\)'~.tfl {: .. ::1 ~10-!i l:~rtlc:Jx).to 
in tbc dl~pc~l'~:on 0: th:~ ,roccoding. 


