
Decision No. _~_S_33_1. 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 

of: 

NATIONAL ICE AND COLD S'!ORAGE COMPANY 
OF CALIFORNIA 

for an Order authorizing Applicant to execute 
and deliver a Promissory Note to 'be made p ay­
able to the order of the· YlASSACRUSETTS MUTUAL 

) 
.. .. 
) 
.. .. 
) .' .. 
) 
· · ) 
.. .. 
) LIFE INSURA..~CE COHPANY of Spr1ngfield~ 

Massachusetts, in the face amO'Lmt of THREE 
MILLION TWO HU~DRED laOUSAND DOLL:~S ) 
($3-,;200~009.00) together 'With interest~, .:I.yable ): 

· · 
ctWl.r.terly at the rate of: FIVE PERCENT \5%) per 
unn~; s~id Note to oe secured by c Deed of 
Trust ond 0. Chattel Mortgege, as mor.e particularly ) 
set forth in said documents, Dnd o.lso for on Order : 
.'J:l~oriz1ng App11c.:nt to execute :md deliver a ) 
Pro:assory Note to be m.ade paYZlocle to the order • 
of TEE ANGLO C~IFORNIA NATIONltL BANK OF SAN ) 
F?J.NCISCO in the face amount o,t: TWO HO'NDRED .. 
TF.O'O'Sl~:O DOLLARS ($200,000.00) together with j 
interest pay~ble quarterly at the rate of FIVE .. 
PER CENT (5%) per mm.u::l together 'With a Pledge ) 
Agreement in relation thereto, o.s more pa.rti~­
lo.rly set forth in said documents,. and for the 
redemption and ret1rem.cn t of certain shares 0 f 
preferred stock as h ercin:'!fter Dollcged. 

· · ) 
· ) 
.. 

~~~-~-~-~~~--~~~~----~-~-~. 

Applic .!·.tion 
No. 34836 

No.tionc.l Ice mld Cold Storo.gc Company ofCali.forni~,o.pp11-

cClnt hare1..'"'J., is a Cal1fomi:'! corporation enga.ged in the operation or 
cold storc.ge wo.rcllouses and iee pl.mts in Riverside, Sml FranciSco, 

Stockton, S::m.to. Rosa, Marysville, Petaluma, 'WatsonVille, O~~d, 

Yubo. City and Sacraxnent;o. It h.ls f:1.1ed this aP:911cation on October 

30; 195.'3, for :luthorizct10n to execute a Qced of trust, a. mortgage 

of Chattels ~d a general pledge agreement· ~d for authorization to 
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· issue one note in tb.e princ1pDJ. amount of $3:" 200,,000 in tavor of 

Massc.chusetts Mutuo.l Life Insuronce CompOllY" and one note in the 

:>ri..'"lc:i.paJ. .:mount of $200,,000 1n ftlvor of The .Anglo Cc.liforn1a r~~tion­

:ll B:m.k 01" San Fr.:::nci s co" e~l for the purpo se 0 f rcf1n:mc1ng 1 ts 

properti~s" of redecrD.1ng Qnd retiring outst.mding shares of preferred 

stock :m.d of paying 1ndebtedncss. 

A puOlic he6.ring 'Was held in the matter before Ex:;!m1ncr 

Col~ in Son Fr.:mc1sco on Novanber 10; 1953, tlt which time it WtlS 

token under submission. The Commission has received no protest to 

tllc gr~t:1ng of the tlpp11cation. , 

r, . 

C:~:o1tgl Stock 

App1icrult was org.:;.n1zed dUring, 1912. Heretofore it htls 
, 

issued =nd noW' has ou.tstanding 44,143 shere's of cotmlcn stock of no 

pcr v::U.ue and 10,586 Shares of noncD.liable 7% ~~~t1ve preferred 

stock of the par value of $100 each. A portion of the preferred 

stock is held 'by the o-wners of the outst6riding sM-res of COlm'llon 

stock~ the extent' of such hoid1nic 0.5 of Deeemoer 31, 1952, being 
, .' 

indic:lted in the fol1o~g tebulc'lt1on: 

Concurren t holders.,,-
Wal tel' A. BOo."s ;me. f<l'rn.11y Dnd corportltion 

o'Wned by h1:r. and wo sisters 
Others (no more th::m 10% 01: either class 

owned by rmy one group) 
Total concurrent holders (40 in number) 

N on con curren t holders -
Vc.r'lous (93 in numb~r~ 
Vc.r1ous (18 in number) 

Total (151 stockholdc:'s) 

Fin~cial Position 

fgt£etltnge Held 
Cc~on ?Ief~rred 

45.7% 28 .. 2% 

*-i 26:- ~. 
o • 52.7 

47 .. 3 
13w2 

.lQ.Q.. O~ ·lOQ~~ 

Applicant I s ti."l~cicl. position as of September 30, 1953, 

a.s indi cated by its balance" 'sheet of tho.t date" is set forth in 

EXhibi t 9 filed in this proceeding. A SUIIlmtlry of the bolance sheet 
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is as fOllo'Ws: 

Assets 

Plant ond property -
L:md, 'buildings, oquipmm.t 
Construction in prc3ress 

Tot·o.l . 
Le::;s-deprcd.a tion .. reserve 

Balance ' 
Other investments. 
Current assets -

Cash 3lld· governmcn t securi tie's 
Notes and accounts receiv~'b1c 
Inventories 

Totcl current (lssets 
'Dei'c:'rcd charges 

. \. '~ . 
Total 

Liabil1 ties :mr'fC~p1 tpl 

Notes payable ' 
Curren t 1 iabili tie s 

Tot~ liabilities 
Preferred stock 
Co.i'itc.l -

Common stock (44,143 shares) 
SUrplus 

Total capital 

. Total 

$7,.8$2,835.88 
'.17,342.),1 

8,l.OO,17S .. 2l 
4,;'62,187.45 

877,473.12 
524,961.19 
87,048.:38 

$ 1.00 
2·,643,093.75 

1,4$9,4$2.69 
'59,267. SQ 

$5!S661S27.6-~ 

$ S91" 928. 40 
27;',204;.;-31,. 

1,165,,132·.; 71 
1,058,600.00 

21 643,094.75 

$5,866,827.46 

l'h,¢ notes payable, which includo current matur1 ties, of 

$137,000, represent th,¢ unpm.d' bal~ces 0 f $1,,297,100 of five-year 

3-3/4% notes issued under authOrization er~ted by the Commission, by 

Decision No. 45755, dated l1ay 2~, 1951, in Api'lication No~ 32401. 

Since the date 0 r the 'balance sheot the mnount of th0 iilaebte<m.ess 

has been decre~sce to $$91,115.8$, and of this ~ount $50,000 ~ll 'be 

due on Dccenber 1, 195~. 

The outst.:mding shares of co:ma.on stock consist 0 r 44,14~ 
shAres "Which" as ,sho'Wn by the preceC1ng, stateIlcnt, a.re· carried on the 

books o.t $1 .. 00. It ,aPl'ears that o.pplicsnt' $ common stock originally' 

had Do par value of $100 cDoch :md 'WDoS c~rried on :I. ts bo.lc.nce sheet o.t 

par, 'but that under authorization gronted by the CoI:l11l1ssion 'by 

Decision No .. 28433, dc.tcd December 9,19'35, the outston~ng sh:lres' 



• 

... 
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were converted into ~:u,.res 'Wi thou t pD.r value and were -wri tten do~ to 

the'totaJ. sUm. of $1.00 ~ order to elim:tnate from the books i te!ts 

~eprcsent1ng good~11 ~d apprec1ation Charged to· the pro~erty ac­

counts 'in 1914. 

A summary statement of o.pp11cant t s revenues and cjQenses 

cur-long the lllst three yeo.rs" as set forth in 1 ts :mnual reports to 

the Cor:::m1ssion, is as follows: 

,'. Revenues -
Operc.ting 
No:c.opera t:i.ng 

Totnl 
Expenses 
Net :1ncome 
?retcrred dividends 
B::.lance 

Amount of depreciation in­
,eluded in expenses 

Aw:!;r~ee§ on Preferresl Stock 

1950 1951 1952 

$2,588,878 
1. 465, 72R. 
4~054,598 
2. 723,sgg 

330,7 
74.1Q2 

256,658 

The record. shows tho.t ,for 0. number of years applicant t s 
I ". 

earnings did not pemi t the PD.ymcnt of dividends, thD.t it pD.id no 

dividends on its outstanding sl?-ares of pr~ferred stock for the ~criod . , 
f~m Decanber 1, 1920, to Decezriber 1, 1949, resuJ. tine in ~ "aecumult:.­

tion of arrcarages because of the cumulative feature of such e1v1- . 

dcnds, and tru:.t 'While applicant h.:ls p:nd tho regular s~-annual 
. 

div1dcne on its shD.res of preferred stock since 'December 1,1949, 

there lo1ill nevertheless remc.in an arre.:lrage on December 31, 195.3, of 

$199.50 a sM.re, or a tot<ll :~IIlount of C2,lll,907. It appe.'lrs that' 
.' , 

c.l ~ough. ajtplicDnt h.'lS rca,11z,ed profits from 1 ts oper~tions in recent 

yo ars·, it has not hc.d sufficient cash on bend to discharge the pay­

ment ot the accumulated dividends :md thAt it could not liquidate its 
• r'ft 

obligations W'i th respect thereto W1 thout i:o.p.:iring 1 ts financial 

posi t1on. Due to the existence of the arre.'lragc: ap:?licant, of 
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course1 has been un~ble to pay dividends on its shares of com."'lon 

stock Dnd" in fact, h.:lS never paid any eividends on such sh~res si."lce 

its organiz~tion. 

Offer to Pt,efgns:.g. Stockholders 

~e present app11c~tion shows that applic~t noy desires to 

relieve 1 tself of the burden of' the high dividend rate of 7% on the 

preferred stoCk, to d1sdh~rge the accumul~ted arrearages on such 

stock1 ond to place itself in <l position 'Where it can pay dividends 

on its shares of common stock. To o.ccomplish these objectives 1tMs 

::lade :m offer to the hold.ers. of the outsttmding shares of preferred 

stock to purchase their holdings for the SUln of $250 a share" pa.yable 

in c~sh, the surr~der of such shares pur~an t to such. offer to 

extinguish. the liability with r~spcct to the unpaid d1 v1d~ds. At 

tao time.of filing this application the holders .01' 10,040-1/$ ~~c­

ferred snares, or approximately 95% of the tot~, h~c s1gn1r1~o th~ir 

acceptcmce of the ofrer and subsequently .five ~dd1 tional shares hc.ve 

'been tendered fo r paYtl~ t. 

P.l'Qpossxl Note Issues 

In order to accomplish i ts progr~ it is necoss~ry for 

~pplicznt to obt~in r~~es from external sources ane to disCharge the 

:nortg:!ge indebtedness presently eXisting on the ,roperties. It ho.s 

made arr:mgenCl'l ts to 'borrow $3,200,000 trom Massachusetts Mutt:a1 Life. 

Insur~~ce Comp~~Y1 to be represented by a note secured by a eeed 01' . 
trust ~d by.tl mortgage of cho.ttels, and to borrow ~,200"OOO fl'o~ The 

.Anglo Cclifo:rn1a National Bcnk of San FrMcisco, to 'be re?rcsent~d by 

a note secured by a general pledge agre~ent covering certain personal 

property consisting 01' shares 0 t stock of Fresno Consumers Ice 

CompmlY and Valley Ice Comp.:my .. 
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Applic~t will require ~2,511,281.25 to reacquire the 
i 'l • 

10,045-1/8 ShAres of ~refcrred stock ~d $891,115.8$ to di~~~oree ~ts 
. . " '. ~.~. ~ 

outst~"'lding bDllk loans" a total. ot ~3~402 .. 397.13. It 'Will :>rovic:e 
'" 

from 'i ts O'Wn cc.oh. the amount in excess of the proceeds from the i~sue 
, . 

of its notes required to complete the tr~saction and to pay brokcr~ge 
'\.' .,). 

tees, attomcyf s fees .:m.e. oth.cr charges incident to the trans.:.ction. 

", 
, ' 

The ~3,200JOOO note will bear interest at the rc.te of 5% 
I~. j 

per m:lnum and will be po.~ble, prinCipal ~d interest, in 79 quarter-. ;. 
.1 • 

.mnucl insto.J.lmEll ts or $63~ 500 on the first dey of oach q,uD.rter 
": 1 • 

beginning March 1, 1~54,. and continuing 'I.1."'ltil Septem.ber 1, 1973-, 'With 
:.~ .~, .... r::!.: /,~ . .~ 

the remaining b~lance payable on December 1, 1973. In adei tion to 

the obligatory quar:terly 1nst~lma'l. ts .. 3.pplicant shall pay, i:£' earned, 

the SUI:l of $64,000' Del' ~um as adM tion31 amortizat1on of the 

pr1ncipal a'Uount of the 10~ until the sum of such additional :morti-. 
~ I" 

zation payments hn.s reached the tlClOiXO.t of $320,000. The first of 
, .. , .... 

s~d ~e.<!i tional .::::lort1zation l'cymentc is to be nln.de c.ftel' the close 

of the fiscal yea-r ending Decc::mbcr 31, 1954" 'we. not la.ter than 

I~pl'il 1, 195$-

The $200,000 no to 'Will bear interest on !leferred paj'tle.nts 

at the rtlte of 5% per ::mnum Qnd 'Will be l'~yo.ble in· tEn cquru. serni­

arJl'J.U~ instcJ.J.:ments of' $20,000 e:lch, on June 1 ond December 1 of ea-ch 

ycc.r, the first of such p3.ymen ts to be due and pilyc.blc on Ju.'lO 1, 
. 

1954. 

~rf9ct .,f Fef1nancing Prcgrp.!Tl 

If ap~lic~trs ,rogrzm is carried to completion it will 

have at the outset, accoreing to Exhibit 9, long-term indcbteoness of' 

$3,400,000 ~ ~lace of the $1,004,012.50 par v~uc of preferred stock 

w!lich has been tendered for surrender at the tiI:lc of the filing of 
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the a.pplication and tte present long-tem notes of $891,115.$8'. Itz 
t"'" 

total surplus account 'Will have been reduced from $3,64.3,093.75 to 

$2,137,07? Its capital structure on a pro forma basis 'Will cons!.st 

of the i'ollo'Wing: 

Notes 
Preferred stock 
Common stock eq'Ui ty 

Totals 

$.3,400,000.00 
58,587.50 

,2,137,076.00. 

15', 2Q 2, 6~.s20 = 

-61% 
1 

~, 

100$ 

'!hese figures 'Will 'b¢ modified slightly because of the five 

addi tional sha.res tendered for pa;ymen t. 

, " 

On the other hand, applicMt 'Will be relieved of approxi-
, ,I 

mately $2,000,000 1n accrued: and unpaid diVidends on the sh~res of . ,,:." '. 

preferred stoCk surrendered for redemption and the current conu~ 

diVidends at the rate of 7% on such shares. .Although its total in­

dc'btcdnc~s 'Will be increased, i t app~ars that i ts annu~ ch~rgcs Will 

be decreased beca.use 0:: the tax deductible feature of the interest on 

its notes as compared 'With the d1 vidends on the share: of preferred 
, , 

stock. It is true that :lpp11ccnt 'Will have a relatively high percont-

:::.ge of 'borrowed money in its capital structure, but it is noted from 
:.' 

the record that applic:mt 1c faced 'With no capital expenditures 

requiring extem:;U. finDnc1ng und that the pr'J.."lc1pal ~oun t of the 

notes .:mnual1y will 'be reduced.1n su'bsto.."ltial amounts. 

Conclusions {tnc) ~;.te..lng.$ 

Po review of the record .mod. of ~pp11cantTs :financial ::'eports 

indicates that its proposed program will improve its !1nmlcial posi­

tion Zld thttt its ,earnings should "00 amplo to en:lble it to service 

the proposed notes. We are of the opinion und hereby find that the 

t:"oney, property or l:l"oor to 'bo procured or p~d :for by the issue of 

the notes herein :luthorizcd is reasonably required by app11c~t for 

the purposes specified h croin and that such purposes, except as 

otherwise c.u'thori.zcd herein 'With respect to the paym<mt of cert:l1n 
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A.34036 MMW 

items of 1neeotedness~ are not, in 'Whole or in pa.rt.., reason.:.bly 

cilargcaolc to opcre.t~g expenses or to income. 

We further t1nd that the proposed note issues should be ... ' 

cxe:r.pted 1':-om the Commis,sion r s competi ti ve oidding rule. 
>"" .. ' 

A public hear~g haVing 'been held on the ~bove en ti t1ee. 

~~ttcr.., ~d the Comr~ssi~n haVing considered the eVidence cind ocin~ of 

the opinion t.."'lat the applicct10n should ~e gr~ted, as herein ?ro­

v1c.eC.; ~crefore, 
, ,I ~ 

IT IS HEREBY O:RDERED as follows: 

~. Nation$l Icc mld Cold Storage Coml'~Y of C~iforn1~, 

D.i'tcr the cf!'cct1ve <late hereof ~e on or bef'ore Febl"U~ry 2S" 1954" 

m~y execute a ceed of' -crust, a mortgng.e or Cho.ttels and a gen.,oral 

pledge agreern.alt and may issue 0. note in the princ1,al ():!lount or ,not 
, , 

cxccCtline $.3,200..,000 ~d a note in the principal Q!!lount of not 

~xcccding $200,,000 for :tA-c purposes indico.ted in th.is ap,licat1on, 

such. inst:::'ll!Uents to be 1.""1, or substantially in" the some f'or.m :is tb.ose 

filed in this ?roceeCing. . , . 

2. The issue of said notes hereby is cxemptee from' tho 

Commssionfs competitive b1de.ing rule set forth in Decision No • .38614" 
I' I, ' 

dated January 15, 1946 .. 

.3. Nat1on~ Ice :me Cold Storage Company or Ca11!orni~ 

sh~ file With the Commission monthly reports as requirce by General 

Order No .. 24-A, 'Which ore~r, 1nsor~r as a,p11c:lolo, is made a part 

of this order. 
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4; The authority herein grC'lllted 'Will become effective ~cn 
Nation~ Icc arie Cold Storage Compcny or California has ;a1<l the fee 

prescribed by Section 1904(b) of the Public Utilities Cod.c~ 

7Zv 'Z""" . ./. day of Dcted ci.t Son FraJ;l.cisco, C~itor.n1o., th.is 

Nover:ibcr; 195~ .. 

c2 {'~_A?=::~ 
d- ... Pres1<:lent -c;; 

hYfi >~1>&" ,.' 


