
  1 

Reddy Ice Holdings, Inc. Form 10-K for the fiscal year ended December 31, 2010, at 25-27 
(filed February 19, 2010). 

 

ITEM 3.    Legal Proceedings  

Antitrust Matters  

        In March 2008, we and certain of our employees, including members of our management, 
received subpoenas issued by a federal grand jury in the Eastern District of Michigan seeking 
documents and information in connection with an investigation by the Antitrust Division of the 
United States Department of Justice ("DOJ") into possible antitrust violations in the packaged ice 
industry. In addition, on March 5, 2008, federal officials executed a search warrant at our 
corporate office in Dallas, Texas. On August 28, 2008, we received a second subpoena for 
documents from the federal grand jury sitting in the Eastern District of Michigan. The DOJ has 
also issued subpoenas to current and former employees to testify before a federal grand jury in 
the Eastern District of Michigan and, more recently, before a federal grand jury in the Southern 
District of Ohio. The search warrant and subpoenas that we and our employees received are 
connected with a broader industry inquiry by the Antitrust Division of the DOJ. The Home City 
Ice Company, Arctic Glacier International, Inc., and three former employees of Arctic Glacier 
International, Inc. have entered guilty pleas regarding a conspiracy to allocate customers and 
territories in southeastern Michigan and the Detroit, Michigan, metropolitan area. Sentencing of 
the three former Arctic Glacier employees took place on February 2, 3 and 4, 2010; sentencing of 
Arctic Glacier occurred on February 11, 2010, and Home City is scheduled to be sentenced on 
March 2, 2010.  

        On March 25, 2008, we were served by the Office of the Attorney General of the State of 
Florida with an antitrust civil investigative demand (the "Florida CID") requesting the production 
of documents and information relating to an investigation of agreements in restraint of trade 
and/or price-fixing with respect to the market for packaged ice. On June 11, 2008, we received a 
civil investigative demand from the Office of the Attorney General of the State of Arizona (the 
"Arizona CID"). All of the documents and information requested by the Arizona CID were 
included in the Florida CID and the Arizona CID stated that it would be satisfied by the 
production of information which had been and would be provided to Florida in response to the 
Florida CID. On or about June 16, 2009, we were served by the State of Michigan, Department 
of the Attorney General, with a civil investigative demand requesting information and documents 
relating to sales of ice to units of government in Michigan, sales of ice in Michigan for which we 
made or received payment, and contracts and agreements with Michigan entities (the "Michigan 
CID"). We have been advised that the Florida CID, the Arizona CID and the Michigan CID are 
related to a multi-state antitrust investigation of the packaged ice industry and that the Attorneys 
General of 19 states and the District of Columbia are participating in the multi-state 
investigation. The states' investigation is related to the ongoing investigation of the packaged ice 
industry by the Antitrust Division of the DOJ. We complied with all document requests and have 
not received any recent communications regarding these matters. We may in the future receive 
additional civil investigative demands or similar information requests from other states 
participating in the multi-state investigation or conducting their own investigations.  
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        On November 19, 2008, we were notified by the Civil Fraud Division of the DOJ (the 
"Civil Fraud Division") that the Civil Fraud Division had opened an investigation with respect to 
us. The Civil Fraud Division's investigation is expected to examine whether we may have 
violated the federal False Claims Act by submitting, or causing to be submitted, false claims to 
the federal government as a result of entering into allegedly anticompetitive agreements which 
may have affected the sale of packaged ice to the government. On or about January 6, 2009, we 
received a request for documents in connection with that investigation. The Civil Fraud 
Division's investigation is related to the investigation by the Antitrust Division of the DOJ.  

        We are cooperating with the authorities in these investigations. We have substantially 
completed our production of documents to the Antitrust Division of the DOJ and to the states. 
We have substantially completed providing information and documents requested by the Civil 
Fraud Division of the DOJ. We have also made employees available for interviews by the 
Antitrust Division of the DOJ.  

Certain of our current and former employees have testified before the grand juries. We expect to 
continue to make available documents and other information in response to the investigating 
agencies' subpoenas, requests and civil investigative demands. At this time, we are unable to 
predict the outcome of these investigations, the possible loss or possible range of loss, if any, 
associated with the resolution of these investigations or any potential effect they may have on us, 
our employees or operations.  

        On March 6, 2008, our Board of Directors formed a special committee of independent 
directors to conduct an internal investigation of these matters. The special committee retained 
counsel to assist in its investigation. In order to maintain the independence of the special 
committee's investigation, officers and employees who were employed by us at the time the 
investigation commenced have not had access to information obtained in the special committee's 
investigation or the results of the investigation to date. The investigation by the special 
committee and its counsel is substantially complete. The special committee's investigation will 
likely remain open until the conclusion of the investigation by the Antitrust Division of the DOJ 
because of the possibility that additional information relevant to the special committee's 
investigation may become available to the special committee. At this time, the special committee 
has not reached a determination whether any violations of the antitrust laws have occurred. The 
special committee does not believe any of our active employees are a focus of the investigation 
by the Antitrust Division of the DOJ. We and our employees are cooperating in the special 
committee's investigation.  

        Effective September 13, 2008, Ben D. Key, our Executive Vice President—Sales & 
Marketing, was placed on a paid leave of absence and relieved of his duties at the direction of the 
special committee. The special committee has found that Mr. Key violated our policies and is 
associated with matters that are under investigation.  
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        Following the announcement that the Antitrust Division of the DOJ had instituted an 
investigation of the packaged ice industry, a number of lawsuits, including putative class action 
lawsuits, were filed in various federal courts in multiple jurisdictions alleging violations of 
federal and state antitrust laws and related claims and seeking damages and injunctive relief. 
Pursuant to an Order from the Judicial Panel on Multidistrict Litigation, the civil actions pending 
in federal courts have been transferred and consolidated for pretrial proceedings in the United 
States District Court for the Eastern District of Michigan. On June 1, 2009, the Court appointed 
interim lead and liaison counsel for the putative direct and indirect purchaser classes. On 
September 15, 2009, the lead plaintiffs for each of the putative direct and indirect purchaser 
classes filed consolidated amended complaints. We have filed motions to dismiss both of those 
complaints. The motions to dismiss have been fully briefed and await determination by the 
judge.  

        In addition to the putative class action lawsuits filed in federal court, a putative class action 
lawsuit was filed in Kansas state court alleging violations of state antitrust laws and related 
claims and seeking damages and injunctive relief. Defendants filed motions to dismiss and those 
motions to dismiss were granted on February 26, 2009.  

        One direct action lawsuit has been filed against us in the United States District Court for the 
Eastern District of Michigan asserting claims based on alleged violations of federal and state 
antitrust laws, RICO and tortious interference and seeking damages, civil penalties and 
injunctive relief. The defendants filed motions to dismiss that case. On May 29, 2009 the Court 
dismissed all claims against us in that lawsuit. On June 29, 2009, the plaintiff filed a motion for 
reconsideration, and on July 17, 2009 the Court reversed, in part, its May 29, 2009 order, 
reinstating only the RICO claim against us. The dismissal of the remaining claims was not 
affected. On August 10, 2009, we filed an answer to the reinstated claim. Discovery is ongoing 
in that matter.  

        We intend to vigorously defend the pending lawsuits. At this time, we are unable to predict 
the outcome of these lawsuits, the possible loss or possible range of loss, if any, associated with 
the resolution of these lawsuits or any potential effect they may have on us or our operations.  

SEC Inquiry  

        On or about October 21, 2008, we received notice that the Securities and Exchange 
Commission has initiated an informal inquiry into matters that are the subject of the investigation 
by the special committee of our Board of Directors. We are cooperating with the informal 
inquiry and have not received any recent communications regarding this matter.  

Stockholder Litigation  

        Beginning on August 8, 2008, purported class action complaints were filed in the United 
States District Court for the Eastern District of Michigan asserting claims under the federal 
securities laws against us and certain of our current or former senior officers. The complaints, 
which are substantially similar, allege that the defendants misrepresented and failed to disclose 
the existence of, and our alleged participation in, an alleged antitrust conspiracy in the packaged 
ice industry. The complaints purport to assert claims on behalf of various alleged classes of 
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purchasers of our common stock. On July 17, 2009, the Court consolidated the actions and 
appointed a lead plaintiff and interim lead plaintiff's counsel. The lead plaintiff filed a 
consolidated amended complaint on November 2, 2009. We filed a motion to dismiss the 
consolidated amended complaint on December 17, 2009. Plaintiffs filed a response to that 
motion to dismiss on January 18, 2010, and we filed a reply in support of the motion on February 
17, 2010.  

        Two stockholder derivative actions have been filed on our behalf in state district court in 
Dallas County, Texas, naming as defendants, among others, certain current and former officers 
and members of our Board of Directors. Those cases have been consolidated in the 68th Judicial 
District Court of Dallas County, Texas. The petitions assert claims for breach of fiduciary duty, 
unjust enrichment, insider selling, abuse of control, and gross mismanagement and seek 
damages, equitable relief, attorney fees and costs. The consolidated case is currently stayed and 
administratively closed, with the parties required to submit monthly joint status letters regarding 
the stockholder actions pending in the Eastern District of Michigan. A status conference in this 
matter is scheduled for April 5, 2010.  

        We and the other defendants intend to vigorously defend the pending lawsuits. At this time, 
we are unable to predict the outcome of these lawsuits, the possible loss or possible range of loss, 
if any, associated with the resolution of these lawsuits or any potential effect they may have on 
us or our operations.  

Other Matters  

        We are also involved in various other claims, lawsuits and proceedings arising in the 
ordinary course of business, including intellectual property matters. There are uncertainties 
inherent in the ultimate outcome of such matters and it is difficult to determine the ultimate costs 
that we may incur. We believe the resolution of such other ordinary course uncertainties and the 
incurrence of such costs will not have a material adverse effect on our consolidated financial 
position, results of operations or cash flows.  

        During the years ended December 31, 2009 and 2008, we incurred gross costs of $6.3 
million and $15.5 million, respectively, in connection with legal fees and other expenses 
associated with the antitrust investigation being conducted by the Antitrust Division of the 
Department of Justice and the related litigation. During the year ended December 31, 2009, these 
costs were offset by $7.2 million of gains related to reimbursements from one of our insurance 
carriers.  

 


