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Decision No. c1877 JUN 31980
BERPORE TEE FUEBLIC UTILITIES COMMISSION OF

In the Matter of the Application of:
DR

COMPASS TRADING CO., INC., a

California corporation, for authorisy Application No. 59487
to issue additional stock pursuant to (Filed Fedruary 29, 1980)
Sections 816 et seg., of the Califoraiz

Public Utilities Code.

Q2IXICR

Compass Trading Co., Ine., (Compass) a Califormia
corporation, seeks authority to issue 21 shares of its S100 paxr value
capital svock for $50,000 cash advanced %0 the company fox working
capital.

This authority is sought pursuant to Sectiozns 816 through 218
of the Public Utilities Code. Notice of <the fLiling of the application
appeared on the Commission's Daily Calendar of March 4, 1980.

Compass is a public utilisy warekousezan as defirzed by
-Section 239(b) of the Pudblic Utilities Code and holds a certificate of
public conveniexnce axnd necessity to operate 120,000 sguare feet of
storage or warehouse floor space ix Milpitas, California, pursuant
to Decision No. 89037, dated Jume 27, 1978, in Application No. 58050.

According to tke application, Coxmpase has a need Jor
scditional working capital %o de utilized for the improvezent or
maintenance of ite service.

The proposed issuance of common stockz would be sold %o
Norman Houghtalizng in cancellation of $50,000 indebtadness +o hix
pursuant to sn Agreexent of Purchase sxéd Sale of Stock, attacheld to
the application as Appendix A. Norman Zoughtaling has beexm exployed
by Compass for approximately 10 yeaxrs aznd is presently the Gezeral
Manager and one of the Directors of the cozpary.




A.59487 RR/1g

After the issuance of the proposed shares, esch oL the
three stockholders will hold 21 shares of voting common stock.

Norman Houghtaling would be paying approximately $2,%80.90
per share for Compass stock. The 1279 Annmual Report to the Commizcion
indicates that at December 31, 1979, the adjusted dook value of the
outstanding stock had a negative value of $1,7%5.10 per share.

In response 4o the Commission's staff inguiry conceraing
the reasonadbleness of the purchase price for the common stocrk,

Norman Houghtaling stated by letter dated April 3, 1980 as follows:

"l azm comvinced that the purchase by me of the stock

is ixn mylbest interests and will further contridute

%o the abdbility of Compass %o effectively serve the

pudlic. Iz arrivizg at =y conclusion, I have

retaized and consulted with an inmdependent accountant
. and ax independent counsel.”

ec
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A balance sheet cdated December 31, 197¢, ac summaxi
froxm applicant's Axzaual Report to the Commission is as follow
Assets Azount
Current Assevs $263%,83%6
Property and Zcuipment (Net) 134,510
Qther Assets £5.00%
Total SLls%, B0

Tiadilities and Capnital

Current Ligbilities $218,8%¢
Long-Term Debt 147,584

Sharenholders Equity (Includes
Common Stock Subserided of $50,000) (22.874)

Total SL43%, 348

Total operating reveanues and net income for the year 197¢
were §1,42%,511 and $24,53%2, respectively.
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The Trazsportatiosn Division and the Revenue Requiremexts
Division of the Commission staff have reviewed the proposed
transaction axnd comsider the request of Compass tTo be reasonadle

Pindings o Fact

1. Compass is a pudblic utility warehousemazn under
jurisdiction of this Commissioz.

2. The proposed stock issue would be for a proper purvose.

3. The money, propexty or lador to be procured or paid for
Wy the stock herein authorized is reasozmably required for the
purpose specified herein, which purpose is mot, ix whole oxr iz pare,
reasonably chargeable To operating expenses or To income.

4, There iz no kmown opposition and there is mo Teascz 0
delay granting the relief reguested.

Conelusions of Law

1. A pudlic hearing is motv necessary.
2. The application should be granted to the extexzt set
in the oxrder which follows:

In issuing this decision we place Cozpass and its
shareholders on notice that we do not regard the nuuber of shares
outstanding nor the purchase price of the shares as measuring the
revurn it should be allowed +o0 earm on its investment in planvy,
and that this authorization is mot to bBe comstrued ac a finding of
the value of the company's stock or property, zor as indicavive of
amounts to be included in proceedings for the determination of jJuse
and reasonable rates.
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SZDE:
I7 IS ORDERED that

1. Compass Trading Co., Inc., on or after the effective date
hereof and on or before Septexmber 30, 19280, may iscue and deliver <o
Norman Eoughtaling 21 shares of its $S100 paxr capital stock fox 350,000
cash advanced to it for working capital.

2. Cozpass Trading Co., Izc. ghall file with the Commission
the report required by General Order 24=-3, which orxder, izsofar as
applicadle, iz heredy made a part of this oxder.

3, This order skhall becoze effective whex Compass T*ading Co.,
Inc. Rag paid the fee prescrided by Section 1904.1 0f tThe Pubdbli
Utilities Code, which fee is £200C.

Dazed JUN 3 198n , at Saxn Frameisco, California.
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