Decision No. 3 WA IR =4

) S eaagye

BEFORE TEE RALILROLD COLIISSION CF THE STATE OF CALIFCRINIA

In the Matter of the Ampplication of

MERCEANTS ICE & COLD STORAGE COMPANY,

a Calllornia corporation, for an order

authorizing said compeny to issue, Application No. 17885
sell and exchange 1ts securities and

to0 iszue notes.

George Stratton, for Applicant.

BY TEE COLLISSION:

In thic procecéing the Railroad Commission is asked to
make ar order authorizing lexrchants Ice aﬁd Cold Storage Company o
icsue £2,390 cheres of its common stock,without nomiral or par value,
in exchange for £2,290 chares of common stock now outstanding of the
per value of $10.00 2 share, such exechange %o de mede on %he besis of
shere for share, and 1o issue not exceeling 94,410 shares of its
coxmon caplital stock,without zominal or par value, in exchange for
70,802-1/2 chares of its seven perceant cumlative nreferred stock
now outstandirg of <the paxr value of $10.00 a share ané accumulated
and unpeld dividends.

The Commission further is asked to authorize the compeny

to issue $36,037.50 of six percent notes, of which 318,018.75 =ill

be payable on Jexuary 28, 1933, ard {18,018.75 on September 28, 1933.

erchants Ice and Cold Storage Company is eungaged in
the menufacture and sale ol lce and in the public utility cold storage
business iz Sen Franeisco. t was orgenized under the lews of +he
Stete of California oz or about Jznuery 28, 1893, axnd under its

ticles of Incorporation, as amended in July, 1924, had an authorized




capital stock of
per value of
value) wore cormon and 100,000 shares

prere?red, “he latter bdearirg cumulative dividends at

gseven

percent per annum.

$6,000,000.00, divided imto 600,00C shares of the
$10.0C eack, of which 500,000 shares (qS,OO0,000.00 Pax
($1,000,000.00 Par value) were

the rate‘or

Ac of November 30, 1931, appiicant bad outstondirzg

$822,900.00 of common stock and £708,025.00 of preferred.

and Liabilities were reported follows:

as
ASSETS

Propexrty:
Land ...... cetecarescsscssscesosnnocna S 865,608, 55

Its assets

C&Hh ¢n imn@ rund.l..‘..ﬂ.'.l...'l..ﬁ......ﬂﬂI-...-.
Investments in other companieS.cea... cevacaces cecevasce
Due :rom.Acme Ice Croan Company
Curren ssets
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33,666.36
35,937.87
1,966.05
149,268.07
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Notes and acceptances receiveble.....
Intercst recelvedle.icireccccrcansnnnss
Accounts recoivable.s.ceerecesccnnines
Clains recelivableecececceccsscenccocs L,48%.12
Unterials and supplies..cceececsnnaas 2,264.16
Doferred chargew..................,....................

317.35
234 ,624.40
38,039.09

224,585.63
106,466.22

Totzl Assess
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LIABILITIES

comon thCk-aq-- ......... ..-lﬂdo..-.-..-..-l..t.l.....v
Heﬁor ed \Jtocx......-.....ll......l....-........l....l
Fir»v mortg&g“ bonau.-..-..-........-..-.-.......-..--.
Long term noteS..eevrtumnccnrcvancoanonnas tecccea cocove
Current liabilities:
Notes Payable..cececncncansne cecencae -
Accounts PAYAD10cececenccacnccnnccnsns
Taxes...-l....IO.....-......I....I..I
Ovher-.....-....
Accmed invere s sronsans
Resexve for doudbt ful n0u6° and accounts.
Surplus:
Arisins from appreciation in value
Of land- ...... e gees -89 Pre s
Arizing from write-uwp to par wvalue of
treacwry preferrel Zt0CK.ececacnsas
Profit o

Hnd loss..‘.-.-..‘.-..........

5%,21.8.75
16,793.7%
22,405.55

2,658.31
11,178.75
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148,775.26

72,760.01
69.139.17

£22,900.00
708, 025.00
979,500.00
36,037.50

106,259.09
14 867 .24

290,614.44

Totel Liabi

tieh} ...... - & r oo '..O...Yz 958 203 27
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It now iz reported that on Decemdber 15, 1931, applicarnt’s

ctockholders dpproved a proposition to amend its Articles of Inco:poé—

ation =0 as to provide for an authorized capital stock of 600,000
cheres, divided into 100,000 charecs of preferred ctoeck of tThe par value
of §10.00 eack, and 500,000 chares of common ctock without nominmal or
par value ané to provide for the conversicz of preferred zstock into
common in tine menner nd.under the conditions as follows:
1. 7For eath share of nrefcrred stock ($10.00 paxr value)
surrendered for conversion on or before iaxeh 15,
1932, thexre will de issued one and ome~-third chares
of common sztock without nominel or per value.
For each share of preferrcd stock ($10.00 par value)
surrendored for conversion subseguent to larch 15,
1932, and prior to Septexber 15, 1932, thero will
be issued onc share of comron stock without rominal
or par value.
For eack charc of preferred stock ($10.00 par velue)
surrendered for conversion subsequent to Septexler
15, 19%2, and prior to larch 15, 1933, thore will Ye
izsued two thirds of one share of common stock with-
ouv nominal or par wvalue.
Tor each share of preferred stock ($10.00 pear value)
surrendercld Tor conversion sudbscquent T0 Merch 15,'
1933, there will ve issued one-helf of one zhare of

comxon stock without nominal or par value.

It appeers that Gividends on the preferred stock have not
been paid since April, 1927, end that the accumulated and unpeid amount
aggregates more than £200,000.00. ZExhidit No. 5, however, cets forth
that the Rolders of scfenty per¢cent ol the ouvstanding svock have zp-

proved the proposed amendment to the company®ts Articles of Incorporation
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and the testimony nherein indicates that the majority of the sreferrod
stockholéers will accept the company'ts offer to 1ssue to them common
stock Iin exchange for their preferred shares with the accumuleted and
unpald dividends. It might be stated at thisc point, however, that such
svockholders who 5o desire may withhold their preferrod stock 2a3éd ree-
vain the same rightsc they now pessess.

I% is clear that the removal of *he accumulated dividends
tarough the conversion of svocks ac hore provosed will improve the
ZTinaneial condivion of the compeny. This, we delieve, 1z im +the pudlic
interest, and from our review of the tectimony offered at the heariag
i2 this matter,and our examination of the companyTs statements ané re-
ports, 1t appears vo us that the issuve of common shares in the amount
requested 15 not unreasozadle. At the conslusion of thiz transaction,
assuning all the preferred stock is converted, ayplicant would have
outstanding 176,700 shares of common ztock.

Referring vo the request to iscue $26,037.50 of notes, 1%
seems Vhat on September 28, 1931, applicant purchaced and reacquired
144l.5 shares of its outstanding preferred stock at fifty percont of
its per value, $72,075.00, paying therefor itwenty-Live percent in
cach, twenty-five percent in notes maturing eight months from September
28, 1931, tweaty-Lfive perceent in notes maturing cixteen months Ifrom
September 28, 1931, and twenty-Tive percent in notes mm turing twenty-
Tour months from September 22, 1931, all notes bearing lzterest a%
six percent.

Those no%ves mzturing later then ohe year a:tér date of
isszue, amounting to £36,037.50, werc not cuthorized by the Commiscion
anéd, in our oginion,'are void because of the provisions of Section 52

L ~vhe Public Ttilities Act. v iz clear, however, thav applicant's

feilure to obtein vermission Yo izsuve 1ts notes was vhroughk inadver-

tence and with no intent to evade the provisions of the act. Thezn

4.




the mavter of the nccescity of obtaining the Comxission'tz consent was
brouskt to itc atiention, 1% forthwith filed this Tequest to iscue
new promissory notes. 4 list of the noves Zacluding the name of %he
payee and the mavurity date in cach casc was filed in the procecding
on Jeanusry 15, 1932.

An order approving tae application will Ye entered.

CRDIEIR

Merchants Ice and Cold Storage Compary having applied %o
the Railroad Commission for nermiszion to issue sztock azd notes, &
public hearing having becn held before Ixaxminer Satterwhite aznd the |
Railroad Commiczion being of the onizion that the anplication should
be granted, 2z herein provided, and vhat vhe money, »roperty or labor
to be procured or pald Lor through the lssue of zsald stock and notes
L5 reasonadly reguired for the purposes speeilficd herein, which pur~-
poses ere not, in whole or in naxrt, roasonadbly chargeadble ©o operating
expenses or To lacome,

IT IS EZXREDY ORDZRED as folliows:

1. Merchants Icc and Cold Storage Compony iay
on or before March 15, 1933, not exceeding £2,290 shares of
capival stock,without mominsl or per value, iz exchaznge for 82,290

chaTes of common stoek zow outstanding of tvhe nar value of 510.00 a

share, sald oizchange to be made on the basis of ore share of common

stock without nominal or par value Zor ceach share of common ztoex oFf
the par value of £10.00.
2. Nercaants Ice and Cold Storase Compeny may i
on or vefore larer 15, 1933, not exceeding 94,410 shares of
capitel stock,without zozinel or par value, Iin exchange for
ferred ctock now owtstending, said exchange vo be zade upor

set forthk in the oninion preceling thls order and further upon the
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condition that all c¢cleims for accumuleted and unpaid dividends on
preferred ztock exchanged for common stock be waived by the holders
ol zald prefeorred stock.

S. Merchantc Icec and Cold Storage Company may issue 2ot
excecdizng $36,037.50 of itz cix percent promissory notes in licu of
zotes of like amount iszsued without an order Irom %his Commiscion,
one-hall ol saild notes o be lssued To mature on Jaauary 28, 1933, and

ne=hk21lf on Septenmber 28, 1933.
4

The autacrity hercin granted iz subleet to the follom-
ing conditions:
(a) Applicant czhell keep such record of the iscue
the stock and notec nerein sutzorized as will cmabile
it %o file, on or before the 25%t2 day of cach month, a
verilicd report, as requircd by the Railroad Commizsionts
General QOxrder No. 24, wiich order, insofar acs applicablé,
iz made o peaxrt of +thic order.
(b) The authority herein granted to iszsue shock
will become effective upon tke date hereof.
(¢) The suthorisy nereir granted to issue notes
will become ecffective waox applicant nas paid the fee

preserived by Section 57 of the Public Ttilities Act,

walch fee iz Thirty-severn (£37.0C) Dollexs. Z%/
PDATED ot Son TFrancisco, Calirornia, this JZ¢5"‘aay oL

1932.
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