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Decislion Wo.

BEFORE THE RATIROAD COMMISSION OF THE STATE OF CALIFORNTA

In the Metter of the Apnlication of

VERCIZANTS ICE AND COLD STORAGE COMPANY

ror an order asuthorizing the execution

of an egreement with its vondholders

to extend maturity date of donds and Application No. 20687
“rust indenture and exchange bdonds

for new bonds.

Hettmen and Scempini, by A. J. Scampini,
ror applic&n@. :

BY THE COMMISSION: @YC \}\ @&.\3 L

Q2PINTON

| In its emenced petition filed In this matter on Decomber 23,
19%6, Verchants Ico and Cold Storage Conmpeny asks'p¢:m+ssion to carry
into coffect a reorganization plan (Exbibit B)_gesigne& to extend for s
period of five years tae serial maturity dates of its outstanding' o
bonds. Tae bonds will continue to bear intorest at the'original
Tate, to-wil 6*% per azmum, payable gemi-annuully on April lst and
Qctober lst of each year. |

original application was filed om July 24, 1936. The
apdvlication was set for hearing om August 17th. At such hecaring
applicant offered proof of publishing the notice of the hearing and
mailing such notice to its bondholders end stockholders. At the
hea&ing applicant asxked ﬁhat the hearliag be cortinued o Auguét dlet.
AT the time applicant Treprosecnted o the Commission that neéotiations
were theﬁ pendiﬁg betweoen tne cbmpany ané certain‘representativesvor

1ts bondholders looking_téwards the meking of cortein smendnents to

the reorganization dlan. The request of the applicant was grénzed;
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Trereafter end on August I1st upon request of applicant the hearing was
continued to September 21st end on Septembder 21st the heering,upon re-
cuest o applicaﬁt, was Turther continued to Ceciober ;2th.ﬁ Trereafter the
matter was dropped Ifrom the calendar,pending the filing of an emended .
plan of reorganization. The amended plen of reorganization was T1lled on
December 2Z3rd. The Commiscion thereupon set this application for hearing
on Jemuary 20%h. It directed applicant to pudlish 2 notice of the heer-
ing and to nmail a cony of the notice of the hearing and a cory. 02 the
amended reorgenizatlion plan to its bPondholders and 4its stockholdérs. AT
The aeering applicant submitted proof showing it had publishediénd méiled
tlhe notice of the hearivg, as directed by the Cormission. w

No ome appoared at the hearing %o protest the greating of this ep-
rlication. |

Merchants Ice‘and Cold Storage Company is e public‘utility engeged
in the dusiness of the menufacture and selo of Lice and in the general
¢ommereial cold storage business in the State of California and‘else-.
where. TFor 1935 applicant's revenues'from its utiliﬁy business are re~

ported at 3261;764.84 end from its nonutility business at $88,926.91,

4s of October 31, 1936 Merchants Ice and Cold Storage Company :opérts

assets and liabilities as rollows:-

[ A
ASSETS

DLOPOTEY ¢ o & o ¢ = ¢ o o o o o o o o o o e e e oo e . 5£2,089,596.03
Ia&nd.....,-‘....---..... @865’608.55 ‘
Buildings, machipery azd equipment-deprecia- ,

ted . ... ., 1,223,987.48
InvestmerRts . . . . 4 e v o . . o. .
Due from Acme Ice Cream COue o o o . 70
Globe Erewing Company . « « « « . . e . . 1,200.20
Merchants Ice Acceptance Corporstion o s e . 5,148.92

- -

. 26,436 .40
. 51,%97.70

Current assets + . « o o o - . . e e o o 159,206.11
CaSh.......-...- . 31,951.11 ' -
Notes receivable-Net . . . . . . 3,676,235 '
accounts receivable~Net . . . 147,767 .09
Contrect receivadle . ... . . 625.00

~ Accrued interest receivedble . 276.66

- - - -
» - - -
. - - -

Eefeﬂed Ob&I’BOS * ¢ & % s & & + « » - e v & e ¢ s - 62’145-81
Upamortized bond discount expense . . 23,726.48 '
Unaxortized commisszion sale of preferred

. Stock e s w @ & e 2 2 = 15’582050
Texes apnlicable 10 future period . . . - 134.70
Ingurance premiun unexpired pOrtior . . . 6,132.14
Special insurance deposit . « . . . . . 1,180.52
Prepaid Iinterest . . . . . . . . 4,433.55
Repl&cements * = * * @ - - s @ - 7,280.43
Other deferred items . . . . . . 5,941.3L
Reorganization expense . . .. . 732.18

TOLEL ceveacecsnaccscnocvacaee ©2,393,221,16
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LIABTLITTES

Ca'O.L"G&l StOC.IC - - ® @ . e L) - . = s e L] - - [ - - $l,415’725000
| ggm?on .d.7” » .ui tive . . .. .0LTLLT ggglggg, |
OGI‘I‘G ,ﬂcumave--..-..'¢ 46 - ) ' )
First mortgege 6% serial 20ld BORES . . . 4 o . o 659,500.00..
Long term instollment 20%€ 4 v v v v v v 4 v 0 o . 0. 20,539.76 .
Current liebilities . 190,238.15
Notes payable . . . . . - 86, 017.10
Notes payable, advanced by stocxholders 34 904.00
Notes nayable endorsed by stockholders 17,743.10,
Accounts Dayablc e + e o o s s o s a s @ 32,377.70
dccounts Payedle o v v o o . e o e o o e 2,800.00
Accrued wages . } 994469
Acerued payroll texes . . . . . 1,848.06
Copitel stock texes . . . . 1,600.00

Leeruod bond interest ... .. . . . . 3,593.96

Lecrved other interest « « ¢ . . . . . . 1,191440

CACCTUCE TEXES .4 . . .. . . 7,168.14 ,
Deferred credit . e o = 200.00
Uuﬁplus - L] - I. - - .. L - L ] » L J L J - - - - L ] - - [ ] * '@ ‘. ‘w

117,018.25
Hotal-.»-----.--.-...- i, O, d - -

The company's investmont in buildings, machinery and-equipment
is Teported at 52,204,255, 09 against which it has accumulated a reserve
for deproeciation of §980,267.61, leevzng & netv lnvestment in duildings,
machinery and equivment of £1,223,987.48.

Apﬁlicant on April l; 1924 issued $1,200,000. of &3% serial .
bonds‘maturing as follows:- - |
$25,000. ver ammum from April 1, 192% to npr;l 1,1929,both inclusive.

30,000, per annum from April l 1939. to April l 1934 both inclusive.
40 000, per ennum from April l, 1935 to April l 193%,both inclusive.
45,000. per ammum Ifrom APril 1, 1940 to April 1 1943-botb inclusive.
545,000+ oz April 1, 3944. . e ;

The company has paid-all of its bonds which baye mﬁfured, andé
in edditior hes redeémed gome prior to thelr maturity; It ndw has
$659,560. o bonds outstanding. It has paid 211 maﬁured'interest.

The company esks pezmisuion to execute a oupplemental tru st
indenture, under the terms of which it would extend for = per;od of
Tive years tae maturity date of each series of bonds now outst&nd;ng.
The following tebulation shows the amount of bonds due serielly under

‘the company's trust ;ndenxure as it mow reads and a,.¢t will road aftor




the proposed amendments have bYeen made offective:-

Original maturity Principal amount Ixtonded maturity
April L, L937 v40,000. April 1, 1942

April 1L, 1938 40,000. April 1, 1943
April 1, 1939 38,000. April 1, 1944
April 1, 1940 45,000. April L, 1945
April 1, 1941 45,000. 4pril 1, 1946
April 1, 1942 45,000, April 1, 1947
April L, 1943 44,000. April 1, 1948
April 1, 1944 362,500. CApril 1, 1949

In 1ts emended trust indenture applicant, emong other things,
covenents that until such time as it shall have retired $297,000. face
value of bomds, 1t will not pay or declere any dividends on any c¢lass

‘of its stock, mor will it make eny distridution of eithor cash or assets

to any of its stockholders. TFurther covenents are contaihed in Sec—

tion 8 of applicant's‘proposed supplomental ttust,indenture, which séc-'

tion reads as follows:- ;
" Section 8. The Compeny. covenants that until such time
as all the Bonds shall bave been pald or otherwise retired:

{a) The Company will pay, or become obligated to pay, to
its officers and other persons engaged by it in an execu-
tive or administrative capacity, Tor services rendered oy
taenm, only such salaries, bonuses, commissions and othex
remuneretion (Rerelnafter collectively called 'oompensation®)
a5 shall be reasonadle; and, specificelly, the.Company will.
not pay or become obligated to pay such persons smnual CoOn-
pensation in an agsregatc smount in excess of ©25,000.00
per year; provided, however, thet {the board of directors of
the Compony, by & majority vote of the entire board,including
specifically the Affirmetive vote of the director ropresent-
irg the Eondholders, mey increase such aggregate compensation,
and may distridute the compensation of the various officers
and oxecutives o2 the Company im such memner as the board By
such vote may deem advisadle; provided, always, that any
such Inecrease in the aggrepate amount of compensation of such
officers and cxecutives, and the compensation of any parti-
cular officer or oxecutivo, shall not be unreasonadle in
relation to tike earnings of the Company and the services
rendered by such officer or executive;

(b) The Compeny will use or employ its funds and will incur
liabilities ozly for the operation of, and in connection
with, itz werehousing amnd rofrigereting dusiness, the payment
o the interest and principal of tho Bonds and tho retire-
ment thereo?, and such other pPurposes as aAre oxXpressly por-
nitted or authorized by the provisions of the Indenture and/or
this Supplementel Indenture, and in that behalf tho Company
expressly covenants that until such time ag 2ll the Bonds
shell have beexn peld or otherwise retired: (L)1t will not.
engege Ln any venbture or incur any liablility or pay out any
of itz funds or transfer any of its properties except in
the Tegular course of itz warehousing and refrigorating
dusiness; (14) it will not lend its c¢redlit or advance any of
its Tunds to eny of its shareholders,officers or employees,
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nor, without a majority vote of the entire board,
including specifically vhe affirmative vote of tho director
representing tne Bondholders, to any other individual,
£iTm Or coryoration waatsoever; (iii)it will mot pay out
aoy seleries or any other remuneration to any of its
officers, employees or attormeys or any other individual,
firm or corporation, excepting for services actually
rendered in connection with its oporetions and business,
(iv)it will not employ any of its furds in any new or.
outside enterprise or venture{specificelly including
therein, without limitation, the brewing dusiness and
the ice creem dusiness);(v) it will not purchase,directly
or indirectly, any cheres of itz own stock nor,without
the unenimous vote of 1ts entire board, the stock of any
other corporetion;(vi)it will not divert any of its funds
or property Lo any parent corporatlon except Oy means . of
dividends not herein prohibited and except as is other-
wige herein expressly permitted or vrovided; amnd (vii)
it will not divert any of its funds or property to any
%ffiliate except with the unanimous vote of its entire
oard; «

(¢) The Company will =2pply all funds vrealized by 1t
upon the sale or liquidation of any of its capitel
assets, and all collections on account of notes and ac~
counts recoelivabdle now outstanding, orly o ome or more
of the following purposes:(i)the cstabdblishment and
maintenonce of a net current position, as herein defined,
of $100,000.00; (ii)expenditures for deferred majntenance
of its plant and equipment and necessary improvements
thereon in accordence with the 'Deferred Maintenance
anéd Improvement Schedule' hereinadove referred to;(1ii)
the payment of its bank loans; and (iv)the retirement of
the Zonds;provided, however, that after such time as
the Compeny shall have rotired Bonds {exclusive of all
bonds heretofore retired aand Bonds now held in the
treosury) of en aggregate prinmcipel amount of $297,000.00,
the Company may apnply any of saild funds 40 the payment
o® +the indebtedness referred 10 in Section 2 of Arxrticle II
of tiais Supplemental Indenture.”

Tt eppears from the record thet though cpplicant has been eble
to pay its bonds as they matured and to pey the annual interest
charges on such bonds it has in doing s0, delferred the maintenence
of i%e proverties. It is askiﬁg its bondholders to extend the
maturity of its bonds £o that it cen sccumulate funds for the pure
vose of comstructing edditions and betterments to its properties
and make improvemenﬁs to the same; and further, for the purpose of
providing itseltiwith proper working fumds. It estimgtes'the ébst

of its proposed aiditions, betterments and improvements to ite pro-

porties ot $161,500. They consist of the following:-
. |




Comnstruction OFf new cooling LOWeT - « +« v o o o & o » « o 425,000,

Tnstallation of new ammonia compressor . . . . .  20,000.

* 12, OOOO

Qiling system and instelling sutometlic conixol . . . 3,000.

Rebuildivg air condition equipment in Werehouses 1l & 14  10,000.

Expension of present ZalAZ€ « « o o o o o o o o o o o = 13,000,

Construction of new DOULLIY LfIEOZOTS « v« o o « & o o & 17,500.
General revairs to preosent building Werehouse Nes. 1, '

2 and 3 and Warehouse NO. 6 & v ¢ ¢ & ¢ o o + o 59,000.

Lol , 900

Iebulilding drine belance TANKS « o« o o o o . . : . :

The additions, betterments and improvements will, it iz esti-~
mated, reduce applicant's oporating e¢xpenses by abdux #400. por month.
They are considered by appliéant as en Immediate meccessity in order‘
that Lts plant may de put in a safe_condition, that it may be ablé'to
maintain the business which 1t now enjoys ané to moro'succeSsrully
compete for new dbusiness.

The supplemental trust indenture provides for the estadlishment
by applicent of e net operating fund of %100,000, Axter‘;he estab-
lishment of suckh fund and after the construction of the additioms,
betterments end improvements to which reference has bdeen made; appli-
cent will apply all of its net earnings to the redempiion of its bonds
watil $297,000. of such bonds have been redeemed.

Uzder the provosed plan tho bondholders are postponing ®ho
meturity date of the bonds. They euthorize the compeny emd the
srustee, with the aporovel of the:holders of not less then 75% in
principael amount of the bonds outstending, to modify .and amend any
of the teorms and provisions of the indenture securing the paymenf
0L +he bonds, vrovided that no such amendment shell reduce the prin=-
ciral emount o the honds outstending, or give any bo#d'or.bonds any -
pféference over any other bond or bonds, nor shall'any such amenduwent
bocome effeoctive until after it chall have been autherized or approved
or coﬁsented t0o by such goveramental agency as may have‘jurisdicg;on

in the premises. By postponing the meturity date of the bonés,
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the bondholdors meke it possible for the compeny to use some of its

earnings vo pay the cost of nceded improvements and allow the compa:y

t0 retain possession of its properties.

We, o course, have 1o suthority vo require the owrer of any
of the company's bonds to deposit the some witp a trustee under the
reorganization plen. If appears tb us, however, that applicent's .plan
is fair, eqﬁitable and reasqnablo and thet its éonsummation.wili e

beneficial Yo the creditors and stockholders of the compenye
OR DER

- The Comm;ssion having set this upnlication for public hearing
on Wednes day, Janusry 20th at 21 D.n., end having directed a notice.
of seid hearins to be pudblished and a not;ce of said hearing,together
with a copy of the reorganization plan of Merchants Ice and Cold
Storage Compeny to be mailed to each and every.persén end creditor
Known to the company who is aflfected by saild reprganization.plan,
and an effidavit having been filed showlng that said notices wére
published and mailed, as directed by the Commission, end & public
nearing heving been held by Examinor W. C. Fankhauser on said Jan-
uary 20th, and the Commission having conszidered the requests of ap-
plicant and the recoxd In this epplication and it being of the opin- |
lon that said reorganization plan is fair and reasonable‘énd thet
applicant should Dde authorized to perform such acts ég mey be necos-
Sary TO ¢carry such reorgenization plan invo effect, therefore,

IT IS HEEZREBY ORDERTD that Merchents Ice aznd Cold Storage Come
neny be, and it is hereby, authorized to execute a suprlemental trust
';nden urc ;n,aub~tant;ally the same form as the supplemental. ;nden-

Q'”turc ilod in vhis p rocooding as Exhibly 2, »r ov;ded that vh@ authe’

ot
.l- J‘- . “

ozxty hercxn Franued to execute scid supp*ementa; trust indenturc

" ’.‘ p! B ..,‘,Ul‘

13 sor *he vurpose o; this proceeding only, andé is grented only'insofar
. '.".A. _ . "\ .-" ‘ . - : ‘ '
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|«
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as this vommission hes Jurlsdiction vnder the terms of the Public
Utilitios Act, and is not intended as an approval of said supplémeﬁtal
trust indeature as to such other legal requirements to which sai& sup~-
plemental vrust izdenture may be subject. | |

IT IS HERIBY FURTEER ORDERED that Merchants Ico and Cold Stor-
dge Conpany may f1ssue and deliver not exceeding‘$659,soo. race‘dmount
of bonds in exchange for $659,500. face amount of bonds now outstand-
ing, sald bonds to be issuwed and delivered under the terms and condi-
tions set forth in said supplemental trust indenture an&‘innthis ap-
Plication. | _

I7 IS ZEREBY FURTEER ORDERED that Merchants Ice amnd Cold Storage
Company'be, and it is hereby, authorized to perform such other ects
as mey be necessary to consummate seid reorgenization plan.

IT IS EEREBY FURTEZR ORDZRED that the authority horein granted
will become effective when Morchants Ice and Cold Stor&ge.Company hes
paid the fee fixed by: Section 57 of the Public Utilities Act, which
Tee 13 Six Hundred and Sixty(%660.) Dollars. |

I7 IS ZEREEY FURTEIR ORDERED that within ninety(90) days

after the execcution of seid supplemental trust indenture, Nerchants
Zce and Cold Storage Company shall f£ile with the Commission two
coples of seid indenture as execﬁted, and a statoment showing the
names of the persoms to whom ssid $659,500. ot bonds, or any or'them,
have been delivored and the face amount of bonds dorivered to each

DETSON.

DATID at San Frenchsco, California, this /¥

Tebruery, 1937.
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