
Decision ~~o. 

In the Matter ot the Ap,11cation ot ) 
~.~-qCEA.l.~S Ie:;: .. ~'tID eo:,n STO?..AGE cor.n'AN".{ ) 
tor D..'Ilorder .l3.utborizi::o.g the execution) 
ot an agreement with its oondholders ) 
to extend maturity date ot bonds and ) 
trust indenture and exchange bonds ) 
tor new bonds. ) 

Application No~ 20687 

Hettra.en and SCe%I"pin1, by:... :r. Scampi1l1, 
tor applicant. 

1rr ~ cownSSION: 

OPINION 

In its ame~ded petition tiled in this matter on December 23, 

1936, :,~erche.nts !co a:l.d Cold Storage Company e.skspermiss1on to ce:ry 

into ettect a reorganization plan (Exhibit B) designed to extend tor a 

period ot five years the serial maturity datee ot its outstanding 

bonds. The bonds will continue to be~r.intorest at the original 

:::oa te l' to-wi~~, 6t% per a:::lnum, payable sem1-annually on Apri l 1st and 
October 1st or eaeh year. 

The original application was tiled on JulY' 24', 1936. The 

application was set tor hearing on August 17th. At such hearing 
"3.pp11cant offered proof ot publishing the notice ot the hearing and 

=ailing such notice to its bondholders and stockholders. Ji.t the 

hearing applicant asked that the hearing be continued to August 31st. 

At tho time applicant represented to the Commission that negot1ations 

were then pending between the company and certain representatives ot 

its bondholders looking towards the making or cortain emendme:c.ts to 

the reorganization plan. The request ot the applicant was granted. 

1-



Thereatter e~d on August Zlst upon request ot applicant the hearing was 

continued to Se,tomber 21st and on September 21st the hoerinS,upon re-

~ue~t o~ aDp11cant, was turther continued to October 12th. ~erearter the 

matter was dropped trom the calendar,pending the filing ot an ~ended 

plan ot reoreanize.tio!l. The amended l'lan ot reorge.nizatio!l was tiled ,on 

December ZZrd.. The Commission thereupon set this ap~lication tor hearing 

on J'e.nuary 20th. It directed app15 cant to publish e. notice of the hear:" 

ins and to mail a co~y or the notice of the hearine and a co~y. ot'the 

amended reorge.niz8. tion plan to its bondholders and' its stockhoJ.ders. At 

the hearing applicant submitted proof showine it had Dubl1shed an~ mailed 

tl:.e notice ot the hear111:5, as directed by tb.e Corronission. 

No one appoared at the hoarin.3 to protest the gra.tl.tS.n'g ot this e.p-
plication. 

Merchants Ice and Cold. Storage Company is a public utilitY' enge.ged 
in the business ot the manut'acture and 38.10 or ice and in the general 

commercial cold storage'business in the St~te ot California end else-

where. For 1935 applicant's revenues from its utility busin~3a ere re-

ported a't $261,704.84 and from its nonutility business at $88,926.91. 
As ot October 31, 1936 Merchants Ice and Cold Storage Com~eny reports 
assets and liabilities as tollows:-

ASS1!!TS 

~~aO~: : : :: : : : : : : : : : : : : . ·:1:'865;608:55 
Buildings, machinery e.~d equipment-deprecie-

. ted................. 1 1 223 1 987.48 
Investment,"; • .. .. .. .. .. .. .. .. .. .. .. • • • • .. • • .. .. .. • 
Due trom Acme :ce Cream Co. .. • • .. • • • • .. .. .. • .. ~ .. 
Globo. Brewing Company .. .. .. • .. .. .. .. .. .. • .. .. .. .. .. .. .. 
~!erche.nts Ice ) .. cceptance CorporatioIl .. .. .. .. .. • .. • .. .. 
Cu.-ren t· a$sets .. .. .. .. .. .. .. • .. .. .... .. .. .. .. • .. .. .. • .. 

Cash .. .. • .. .. .. .. • .. .. .. .. .. .. .. .. ~ 1,951.11 
Notes receiva'ble-N"et .. .. .. .. .. .. .. .. .. 8,676.25 
Accounts receivable-Net.. .. .. .. .. .. .... 147,767.09 
Contre.ct receivable .. ..'.. .. .. .. .. .. .. .. 625.00 

,.. Accrued interest receivable .. .. .. .. .. .. 276.66, 
Eeter:'ad charges .. .. .. '.. .. .. .. .. .. .... .... .. 

Unamortized bond discount expense .. • .. 
Unamo~ized commission sale ot preferred 

stock .. .. .. .. .. .. .. .. • , 
Taxes a,rlicab1e to tutur.e :period .. .. .. 
Insurance prelnitQ unexpired. portion .. .. .. 
Special insurance deposit .. .. .. • .. .. .. 
Prepaid interest .. .. .. .. .. .. .. .. .. .. .. .. 
Replacements .. .. .. • .. .. .. .. .. .. .. .. .. .. 
Other deterred items .. .. .. .. .. .. .. .. .. .. 
Reorge.ni7~.tio:l expense .. .. .".. .. .. .. .. • 

•. • e· 

23,726.48' 

15,582.50 
134.70 

6,132.14 
1,lSO.52 
1,435.55 
7,280.43 
5,941.3l 

732.18 
Total .......................... 
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$2,089,596.03 

26,436.40 
51,.3~7.70 
1,200.20·· 

. 3,148.9l 
; ·1~9 ~296 .1l 

-52, 145.8l 

~2,393,221.1& 



Capital stock '".. .. '" •• '" .. • .. • .. .. • 
Co:a:cno:o. • • ,. .. .. .. .. • '" • ,. .. .. .. .. .. ,. . . . .... .. 

~~ 999,575. 
416,,150.; Preferred 7% cumulative .. .. • '" • '" '" '" 

First mortgage 6% se~ia1 gold bonds '" '" '" 
Long term illste.llment note '" '" .. .. • .. .. .. .. .. .. • ... 
Current liabilities • '" • .. .. '" '" '" • • • '" 

.. . ., .. . . 
Note: payable '" ,. .. ,. .. '" • .. • • • '" •• 
Notes payable, advaneed by stockholders 
Notes·payable,e:o.dorsed by stockholders 
Accounts payable .. .. '" .. '" '" • • • • • • 
Accounts payable .. • .. • ,. • • '" • .. .. • 
... 'i.ccruec. wages .. '" .. .. • '" . .. • .. • .. .. .. .. 
.Accrued, payroll texes .. .. ,. .' • .. .. ,. ,. 
Capital stock taxes .. ,. .. • • • • ,. .. .. '" 
~ceruod bond interest .. '" '" .. • .. • ~ • 
Accrued other interest .. • • • .. .. ,. .. .. 

, Accrued texes • '" • '",,, '" ,. • • • .. ,. .. '" 
Deterred cre'dit • ,. • '" .. . '" • .. ,. .. '" 

. . . . . 
86,017.10 
34,904.00 
17,743.10 
32,377.70 
2,800.00' 

994.69 ' 
1,848.06 
1,600.00 
3,593.96 
1,191.40 
7,168.14 

• • • e", ., • • Surplus ...... ' •• . . . ,. . . . . . . . . . . . . . . .. '. 
Total ............. , ... . 

$1,415,725.00 

659,500.00, , 
10,539.70' , 
1~0 ,238.15 ' 

200.00 
ll7 ,018.25', 

:aiZ,393,22I.16", 

'.:he company's investmont in buildings, machinery and equipment 

is reported at ~2~204,255.09 ag~inst which it has accumulated a reserve 

tor depreciation ot $980,267.61, leevins a net 1nveztment in buildings, 
machinery an~ equipment ot $1,223,987.48. 

Applicant on April J., 1924 issued $1,200,000. or 6-:?a% serial 
bonds maturing as tollows:-

$25,000. per annum from April 1, 1925 to A:pri1 1,1929,both inclusive. 
30,000. per annum from April 1, 1930. to April 1,1934, both inclusive. 
40 , 000. per annum tl"om .April 1, 1935 to April 1, 1939, both inelusi va. 
45,000. Del' 8lUlum ~om April l, 1940 to April 1,l943, bot):!. inelu$i:ve. 

545,000. on April 1, 1944. 

The company has pe.id·,al1 ot its bonds which lle.:y;e matured, end 

in eddition has redeemed some prior to their maturity. It now has 
$659,500. or bonds outstanding. It has paid ell matured 1nt()rest •. 

The company asks por.mission to execute a supplemental trust 

indenture, undGr t]le terms ot which it would extend tor a period ot . 

five years the maturity date 0:1: each ser~l"es of bonds now outstanding. 

The tollo"l;ing tabulation shows the amount ot bonds due, serially under 
'~he company's, trust ind.enture as it now' reads ane. az. it will read atter 
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the proposed amendments have oeen made ettect1ve:-
Original maturit~ 

April 1, 1~37 
AprU 1, 19~ 
.. ~pril 1, 1939 
April 1, 1940 
April 1, 1941 
.. ~pril 1, 1942 
April 1, 1943 
April 1, 1944 

Princ1~al amoun~ 
~40,OOO. 

40,000. 
38,000. 
45,000. 
45,000. 
45,000. 
44.,000. 

362,.000. 

Extended maturitv 
April 1, 1942 
April 1, 1943 
!'),pril 1, 1944 
April,·l; 1945 
A,ril1, 1946 
April 1, 1947 
A:pril 1~ 1948 
April1,.l949 

In its e.mendee. tr.J.zt indenture applicant, &Ilong other things, 

covenants that until such time as it sOOll lle.ve retired $297,000. race 

value of bonds, it will not payor declare any dividends on any class 

. ot its stock, nor vlill it make any distribution ot eithor cash or. assets. 

to any ot its stockholders. Further covenants are contained in Sec-

tion a of applicant's proposed s'll'plemental trust inden.ture,. which sec-

tion reads as tollows:-

" Section S. The Company covenants toot until such time 
as all the Bonds she.ll he.Vf) 'beenl'aid or otheI'Wise retired: 

(e.) T~e Company will pay, or become obligated to pay, to 
its otticers and other persons engaged by it in an execu- . 
tive or administrative capacity, tor services rendered by 
t~em, only such salaries, bonuses, commissions and other 
remuncretion (hereinafter collectively called '~ompensation~) 
as shall be reasonable; and, spocifically, the. Company ·Nill. 
n~t payor becomo obligated to pay such porsons ~ual com-
pensation in D.:l t:l.ggrogato amount in excess ot :~:25,OOO.00 . 
per year; providod, however, that the. board or directors ot 
the Company, by a majority vote of the entire board,including 
specifically tho ~ftirmative vote ot the director represent-
i1:.g the Bondholders, may increase such aggregate compensation, 
and may distribute the compensation of the various ott1cers 
and oxecutives ot the Company in such manner as the board by 
such vote may deom advisable; prov1dod, always, that any 
such increase in the aggregate amount of compensation ot suCh 
officers and executives, and the componsation ot any parti-
cul~r otricer or executivo, shall not be unreasonable in 
relation to t·a.e ea~ings ot the Company and the services 
rendered by such officer or executive; 

(0) The Co:pDny will use or em~loy its tunds and will incur 
liabilities o:1y tor tho op0r~tion ot, e.n~ in connection 
wi th , its we.=e!lousing and rotr1gore.ting 'busi:o.G~s, the ;payment 
of the interes~ a.nd. principal ot the Bonds and tlloretire-
ment thereot,. enc such other purposes as ~~e expressly per-
mitted or authorized by the provisions or the Indenture and/or 
this Suppleme~tal !ndenture, and in that behalf tho Company 
expressly cOV0nants that until such time as ell the Bonds 
:;;he.l1 have bee:. l'aid or oth~rnise retired: (i) it 'v/1ll. not 
engage in any venture or incur any lia~11ityor p3y out any 
of its fund.s 0:- transfer any of its ;pro pert ies except 1:0. 
the regular course of its warehousing a.-a.d retrieorat1ne; 
busines3;(ii)it will not lend its credit or advance any or 
its fUnds to any ot its shareholders,otticors or employees, 



nor, ~~thout a majority vote of the entire board, 
including s,ecifioally the a1'ti:rme.tive vote of tho direotor 
represent~s tae' Bondholders, to any other individual, 
firm or oor~oration w~atsoever; (iii)it will not Day out 
~y oelarie~ or any otAar remuneration to any of its 
officers, employees or attorneys or any other individual, 
firm or co~oration, excepting tor servioes actually 
rendered in connection with its opor~tions and business; 
( i v) it v:ill not employ eJly of its tunds in s:ny noVl or 
outside enterprise or venture{specitically including 
therein, without limitation, tile brewing business and 
the ice crorun business);(v) it "nill not ~urchase,directly 
or indirectly, any shares of its o'wn stock nor,w1thout 
the unanimous vote ot its entire board, the stock of any 
other corpo:::e.tion;(vi)it will not divort any 0'1: its tunds 
or property ·~o any Darent corporation except by means ot 
dividends not herein prohibit.ad and except as is other-
wise herein expressly per.nitted or ~rovided; and (vii) 
it wil~ not divert any ot its tunds or ~roperty to any 
affiliate except vlith the unanimous vote or its entire 
"board; 

( c) The Oompany v.rl. 11 ~:pply all tunds ~eo.lized by it 
upon tho sale or lio.uidation or any ot its cap1tel 
assets, and all collections on account ot notes and ac-
counts receivable now outstanding, only to one or more 
ot the following purpose~:(i)the establishment and 
maintenance of a net current position, as here1u dertned, 
of ~~100,000.00; (ii)expenditures for d.eterred :na~.ntene.nco 
Of its plant and e~uipment and neces~ary improvements 
tl1ereon in e.ccorda:c.ce VIi th the 'Deterred Maintenance 
and !mprovem.cnt Schedule' hareina-bove referred to; (iii) 
the payment of its bank l~ans; and (iv)the retirement of 
the Eonds;provided, howover, that atter such t~e as 
the Company shall have retired Bonds (exclu$ive of all 
bonds heretofore retired ~d Bonds now h~ld in the 
treo,sury) ot an age;regate principal amount ot $297,000.00, 
the Company may apply any of said. funds to the payment 
of the indebtedness referred to in Section 2 or ;~icle II 
of this Supplemental Indenture." 

It appears from the record that though applicant has been able 

to pay its bonds as they matured. and to pc.y tho annual interest 

charges on such bonds it has in doing so, det~rred themaintenenee 
.' 

It is asking its bondholders to extend tho 

:na turi ty or its bonds so that it C8.n 8.C c1lID.ule. to tunds tor the pur-

pose 01: const:::ucting add1t'.ons and betterments to its properties 

and make improvements to the same; and :t."'lrther, tor the purpos,e o-t 

providing itselt with proper working funds. It estimates the cost 

or its proposed a'ditions, betterments and improvements to its pro-
.' , 

porties at $161,500 .• They consist ot the tollo,v.1ng:- . 
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Construction of new coolins tower • • • • • .. • • .. • .. 
!n~tallation o~ nEW;ammoni~ compressor .......... .. 
Rebui1~ing brine belance tanks .. • .. • • • .. • .. .. • • • 
Oiling system I3.nd installing e,utomatic control .. • • .. • 
Rebuild,5.:o,g air cond5. tion 0'luil'Inont in '('<Te.reho'lSoS 11 e~ 14-
Expe.nsion of present gara.ge • • • • • • • • .. .. .. • .. • .. 
Construction ot new poultry freezers .. • • • .. • • • • 
General repairs to prosent buildillg ~:'!e.rehouso !-!os. 1, 

2 end. 3 and ON ax-ehouse No.. 6 • • • • .. • .. • .. • 

~;2!5, 000 .. 
20,000,. 
12,000'. 

3,000. 
10,000. 
15,000. 
17,,500. 

59J OOO. 
:1::161; 500 .. 

The ad~itions, betterments and improvements will, it is esti-
mated, reduce applicant's operating expenses by about $400. per mon~. 

They are considered by e.pplieant' as en immediate necossity in ordor 

that its plant may be put in e sate condition, that it may bo able to 

mainta~ the business which it now enjoys and to morosuccezztully 
compete for n~1 business. 

The supplemontal trust indenture provides for the establishment 

by applice.nt of e net oporating tund of ~100 ,000.. .r"..tt,er tho estab-

lis~ent o~ such tund and attor the conztruction o~ the additions, 

oetterments and improvements to which reference has been made, appl1-
ce.nt will e.J?ply all of. its net earnings to the redemption or its bonds 

until ~297,000. ot such bonds have be~ redeemed. 
U:der the proposed plan tho bondholders are postponing tho 

maturity date ot the bonds. They euthorize the company e~d the 

trustee, vti th the ap:9l"oval of the ho'~ders of not less than 75% ill 

principal amount of tb.e bo:c.ds outstanding, to modify-and emend any 

of the terms and provisions ot the indenture securing tho payment 

of the bonds, provided that no such amendment shall reduce t~o prin-

ci!>8.1 amount of the ;,onds outstanding, or gi va ~ny bond or bonds e.ny 
'. 

preference over ~y other. bond or bonds, nor shall any such amendment 

'oocomo effective until after it shall have been authorized or approved 

or consented to oy such governmental agency as may have jurisd1ct;on 

in the premises. By postponing t~0 maturity date or the bonds, 
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the bo!).dllolders make it possible tor the company to use some or its 

earnings to Day the cost ot needed improvements and allO\v the eomp~y 

to retain possession or its p~perties. 

We, or course, have no authority to require the O''Vll~r ot any 

of the company's bonds to deposit th0 ssme vtith e. trusteo under the 

reorganization plan. It appears to us, however, that applicant's·plan 

is tair, equitable and reasonablo and that its consummation will bo 

beneficial to the creditors aIJ.d stock2lo1d,ers of the comJle.:c.y. 

o R D·E R 

The Commission havins set this e.pplic~tion tor public hearing 

on. Wednesday, Janu.e.ry 20th at 2 p.m., end bQving directed. a notice. 

or said hearing to be published a~d a notice or said hear1ng,together 

w'l th a cop!, or the reorganization plM. 0'1: ~~ercbants Ice e:c.d Cold 

Storage Company to be mailed to each and ovoryperson end creditor 

known to the compa.:lY who is -9.ttocted by said reorganization plan, 

e.:l.d an e.ftidavit having 'been. tiled. sho\'rl:ce; tbat said notices wore 

published. and mailed, as directed' by tho Commission, e.nd e. public 

hearing having 'been held by ExamiIl,or i'f. C. Fankhauser on said Jan-

uary 20th, and tho Commission having considored'Che requests or ap-

~licant and the record in this epplication and it being or the opin-

ion that said rcol"'sanization plan is tail' and reasonable e,M theo.t 

applicant should be authorized to Dertorm such acts as may bo neces-

sar,r to carry such reorganization plan into err-act, thererore, 

IT IS P.:ZREBY OP.DEP3D that Merchento Ice t:Lnd Cold Storage Com-

Deny 'be, and it is hereby, authorized. to execu1;e e. supplem0:l.ta.l trust 



as this ~o~~ssion h~s jurisdiction ~~der the terms ot the Public 

Utilities ~ct, and is not intended as an approval ot said su~plemental 
trust indenture as to such other legal requi:-cments to which ss,1'd sup-
ple~ental trust i~dcnture may be zubject. 

I'I' IS -r.:r:'!R:mY ]'OaTIiE? ORD:s!tE!D that Merchants Icc and Cold Sto:--
age CO:ll'ally::nay issue and deliver not e'xceed.~g ~659,500. tace amount 

ot bonds in exchange tor $659,500. face amount ot bonds now out stand-
i~, said bonds to be issued and delivered under the ter.ms and condi-
tions set torth in said supplemental trust indenture and. in,this a,-
plication. 

IT IS :s:E:F.E:BY :F'tm~ ORD~Jm tha.t Merchants Ice and Cold Storage 
Company be, and it is hereby, authorized to perto~such other acts 
as may be necessary to consummate said reorganization plan. 

IT IS E]2~BY FORTHZR O?~~ that the authority herein granted 
. ' 

will beoome ettective when Morc~~ts Ice and Cold Storage Company has 
paid the tee fixed by Section 570t the Public Utilitios Act, whioh 
tee is Six Bu:.dred and. SixtY(~io60.) Dollars. 

IT IS ::-:!E:REBY ~'P.TE:!:R O?.D:El'..ED tha.t within ninety ( 90) days 

atter the exeoution ot said $uPI'lemental tru3t indenture, ~e:-che.nts 
Ice end Cold Storage Com.pany shall tile with the Co:o::Ussio:c. two 
copies 0: saie. indenture e.s executed, and a st.o.to:o.ent showing the '. 

names of the persons to whom se.id ~659,500. ot bonds, or any otthem, 
have been delivered and the tace ~ount or bonds dolivered to each 
person. 

DAz::D at So:c. :Franc~sco, California, this ;;r d.ay ot 

~ebrue:y) 


