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In the ¥eitter of the Applicasion of -

. TIDEWATER SOUTEERN RAILWAT COMPANY R

for ar order zuthorizing ar issue of . Applicatior XNo. 3%.

£0C,000 sbares of commor stock axd T
$:50,000 fece value, ¢f bonds.

(QQQQQ..‘.‘Q‘.Q“‘Q...‘¢0'....‘..""'

Byron K. Bearce for erxpl cant.
T”VLEN, Cowmiesioner.

SUPPLEVENTAL CPIXION.

On June 29, 1912, this ¢ uommiésion made its oraer in the
proceecing entitled eg aoove, aughorizing the issue "y &ppllcamx Qf
specifiea amounts of its capl tal stcck and bonds for the pu:poses ‘
in gald order sef forth. ”hoee por*io“s of *he Conzission’c order
which referred to the amounts oI c&pita,l ghock waich _a”plican might
iasﬁe were as foilows: | | |

1, Appﬁicanx wes au trorized to issue 2, 8&2 285 shares of
ite cormorn stock of the UaI{Valhe of §1.00 eacn end 57 110 sharee
of its preferred stcck of one same par v&¢ue, shaxe fo: share, tc
the other holders of The Tide Water and Sputhern Railroad cOmpany
&nd Tone Tide Water and Southern Transiy Company, in exchange for the  ‘g”n
shareg ©F s*ock owned by *hem in saia.xespec ive companies.‘: The
applicant company is a comsolidation o* these two compan;es.. Of
te ahaies 80 authorized\‘cert ficate for 2,000, OOO ehares of comnon
gtcck is issuved for vo*ing rurpcses only, and’ ri¢1 e cancelled and o
returned to the treasury oz or vefore July ist 1019. Anothercf_
certmficate for 18%,600 stares OF cormon was immeaiate*y returnea
to the treasury for cancell ation, in accoraance ‘with this Gozzissionb
order, 600 shares revresent:ng sheres *esued to directore._ This m
leavee 653,085 shares which, under this Commission’ order, were to
be issued to otner share holders iz the two consﬂxushtcmmnaniee.aq‘° ‘.

2. Applicant was authorized to iszue.EOO OOO sharee oérngtk?_}“




- its common stock of the par value of 81.00 e&ch, or so deh thezeof
as may Le necescary, t0 be delivered to\versons Who a made their |
notes to0 The Tide Water and Scuitzern nailroaa Ccmnany for cer ficates
of stock in said Company. It was represented £6 the COmm135¢on that
it would teke sbout 30C,000 sheres of stock to reet these ooligations.
3. Applicart was authorized to issue 50 000 sharea of‘its |
commgifz*%%k to ve delivered to selesmer who were all eged to have sold
gstock in The Tide Water and Scutherz Rz lroaa Comna*n, in return *o: |
their services, tut the order aisqlﬂctly specifiea that none of these
sharee Wwere 10 be jssued unless the peraon to wnom *hey‘vere to}issue o
bad filed Witk thie Commissicn en effidevit sett :L.g *‘o:rth the- fe.c..s

connected witk tze contract of agency and vhe sale o’ *he s,cc

L, Ax p icent, finzlly, wes amth orizea %0 issue ”SC 000 ehares‘

of its comon canita¢ gtock, to be sold 80 &8 toO net the Company not
leazs than 80 rexr ceant o tre pﬂ* value tk e*co” Whe-_app;icantﬁffled
its first monthly report vnder said order , i* at once appeaxad thax
certain porticns of the order were Teing violated. The Commission |
theie&pon rade 1te order dated °entem exr l“ 1912 reciting‘uhe |
facts and susperding its former order dated Tune 29, 1912 u~z¢1 amulx-
cext should have satisf jed the Commission tha* i* Las made good the
violetione of the Commission's order, &=d uptil t e further order of theiﬁ;
Conmission., : ) | : B
Frop investigatiors rade by tais Commisalcn’s depuxtmeut of
statis ics ahd acc curnts, i* now zprears tha+ thie Commission's origi-;f

nal order was violeted in t;e ’o’lowiug resvects. The 50 OCO sharm

hic_L were to Te issuad “o salesmen in ratur“ :t‘or *‘“ei:r 3ervice3,

were issue ed witheut £iling witkh tkhe Cozmission tkhe affidavite whlch
were ieqﬁi:ed in this Commission's order. dAgeixn apnears,tnaf' B
certif:catés*for 4, 4C7 shares of giock weTe 1ssued onanotes before3
payment'o* the sane, so tazt abnllcant‘f¢nas it se’f in t e poe¢tion

of raving motes for these cero-f=caues ins*eaa of cash. It aboearsfyf(_f‘
furtc r, that 22,13C ehares oFf stock rr*e issuea vitaout anv color S

of autaority at all.




It appears further, traet a?plicénz has ﬁéen:éf”thé iﬁ§i€§-“$&MTﬁ#
siox that the COmmiesio*’c crder ‘would ve complied ”Ithlas"*b:thé
250,000 shaxes of stock tc be soic if 80 cents per shaze rere tuznéd
in t¢ the treasu_,, even though gome of *nxs s*ccz has oeen selling
as high as $1.15 axnc $1.25 per shere, W ereaa,‘as 2 m&*ter~of‘£act,‘

applicant is entitled 4o bay only up to 20 per cent if necessary,

for commissions axrd expenses Ir connection with the sele of *he atocz. o

Iz view of these circurst ances, the Commzssio“ suspended 1ts:‘
revicus order in its entirely until ke viol 1ons o* that order wexe  
zece gocd. The Commission's sup e*vis oL cver. the—iasues o* stoc&s,
bends axnd otZer securities of public wtilit 1ee is amons the most im— |
portant of its functiors. I% is tne quty of the Conmiasion to see to
it thaat stocke, bonds and oither securities of such n+ilities are iasued_ ‘
only for the purposes autnorizec oY ‘aw ana una* the proceeds tnereof
are appllied only to the purposes axd in the amcu_ts apecifiea in.*he

Commiesion*s orders. Tris Commlsexo“ Ti¢1 5ot “erﬂi* any utﬁliuy,

eitzer tixrough carelessnese cr design, to-aisoaey its crders, ei*her in"y-‘

letter or in snirit. If the Cormigsio: becomes convincea that any of
ite stock and bond orders are being kno yvéiolated, it w131 8t oncef_
see to It that the necese«ry proseth:o:s or other puuitive prOGeeaingsg“
are instituted. ”he*e, Acwever, the viclations are *he resul* of caxe—%"
lessnegs or igrorance, the Comrissicn ‘may &s fex &8 it 1= concernsa,

at tizes rescrt ti??ess drastic procecdure of revoking its oraer umxd"
tke violetions are made gooa, but of courae,‘sucn acti on'on-the‘part

of the Commission does not prevent prosecu*ions by otk ér:of icials.\_

In any event, tke Cormimeion will insist that its oraers referriqg

to the issue of stocxs, bonds and ovzer aecurmties, a8 well as its .
otner orders, are strictly cbeyed. I am convirnced, uf er 2 careful
investigation, that iz the bresent case the viclations h&ve been aue

to carelessness and in ef‘icient Tusiness methods, and not to & willful
intention to violate the order. = Applicant has promn*ly tagen step9: ‘”
to remove the viclations of this Commise on's order and Mr Eyron
A.Bearce, its Preéiae nt, has egreed ¢ turn in uO +he cornora ion

frou Lie personal sicck, a cert¢ficate ,fo: loo, 87 sharea, 80

as t¢ fully comply wit:h the Cozmission's order - &nd “ul y to protect¢;]“w'?‘




the applicent. The amount of 164,587 shares consists of 9# hO? shares f f
which were issued on notes prior to the peyment of the same 50 000 |
shares which were issued es comz 1sszon to salesmen withou* the fi&ing
of the necessary afiidavits, enc 54,180 shares which were isaued with-
cut any coler of autl ority. uthc*lty will he*ea »er\be given to .
acnliCanx to issue t0 ¥r. Beaxce shares of s,cck on notes a:d commie—_ 
siors, as peid, and included in seid total'of 166,'87 8t axes. |
Applicant hes now filed witk this Cormission a surp¢enenmal
vaﬁplication, agking for +thils Comrmissionts orde* as followe. o
The supplemehxal appliication StaoeB, tha* vy reason of
duplicate issues of capital stock of Tze Tide Water and Southern 
Railroad Company, one ¢f applicant!s comstituent corborations;'amcﬁnt— '
irg to0 29,066 shares, exd an item of 5608 shares for correct‘on Pur- o
poses, orly 618,413 shares of abn;ica*t's cowmen stcck shculd e issued
+0 stockholders of seid cozstituens corno*atlon, ins*ead 04‘093,085
shares. Applicant asks that this Commzssio*'s order aa*ed Juhe 29,
1612, be amended in this respect, and 1 recommena unat the applicatzon
ne granted in this particular. o
Applicanz aske that paragraphs 2 ana El of thxs uOKLiBSiOE's
original order, referring to the isste o 30C, OOO shares an“ 50 000
* shares respectively of its common'capifél stocx,‘be modified 30~as.to.
pernit the sale by applicant o‘ 384,872 shaxes of its cabltal stock
80 as to nes apyiicaxt "noct lees thar 0 cenzs on *he PaI valne of

$1.0C per share, nroviaea further, that in no case sha1¢ the pax

velus of the stock 1ssued be grester than 1 /5 uimes the,amounx of

cask collected for tke same.”  Tke amount of 3&k,67 2 shares is

derived as follows: ToO the_34,672‘sba:¢sqﬁhich i% ow anneaxs:unnécea; "

sary to issue to the origibal stocknolders of ne constituenz corpora- f

tions is added %the 300,000 sbares +o e issued £0 susecrioers on pay-
ext of their rotes end the 50,000 sheres which were tO. e’ iasuea to

an ‘icant's salesmen for corxissions. I see DO Oﬂiect-o“ tc the

granfing ol this poruion of tae ann*li*a ion, provided that encugh

of these shares of atock be *ese*ved 80 a8 10’ 43 re&ay fox issue waen
tae nolcers of the notes pay the szme, and nroviaed "‘urther, that no
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comrission e pald on any sales Or noﬁee on which commiééién EAB
heretosfore veen paid, and provided ”urther, that on such portion
of this stock as is gold, applicant ve pe*mitted to pay for Cotte -
nission and exverses not 0 exceed 20 pexr cemt on the caahvaecured‘.
for suckh stock, the ret amouxnt of cash to-te received by*éﬁfli&ant
to ve ir ro case less tzan §C cents per sizere. Tae caa* derived
from tke sale of tais s*ock saculd ve used ¢or the purpoaes sneci*iedﬁ‘
ir Section 4 (b) of this Commission's originsl order, beirg for -
the acquisition of the property and'the construc*io compﬁetion,

extension and i~provement of the fecilities snecified in “estimate

of cost of completion of the Tidewater Scut;ern.Railray from Stockton-"

t0 Turlock,® wrich is & part of applicanfis *Exhibit G" attached
40 the original applicetiozn. '

The supplementel application furtzer asks that anplicanf be
authorized tc ilssue t0 nolders of its preferrea stock amounfing
t0 Q57 110 ccmmon sLeck in an equal amcun+ at par, the preferred

stock *or waick exchange is thus zade t0 be returned £0 t e treasuxy

and camcelled. I recomrend *ﬂat this portion of\thelappl;gation‘be‘ .

granted.

If applicant issues ali uhe 3tock wuicn haa been authorized
iz tne origiral order as modified by tnis supplemenxal ordez, it will

tave ocutstanding common gtock as follows:

2, 000 CCO ghares -~ for voting pu*posea only,
018 41; phares — lssued to stocknolders of The Tiae Water and
Southern R;m;ro&c Company,
384,672 shares -~ %0 pe issumed 0 makers of notes and sold uuder
+his order,
250,000 shares - t¢ be sold under naraaraph 4 of this Commisszcn'a
— origlral oxder.

3,253,085 shares | .
Applicant wiil also have outetanding pzeferred stock i:;ﬁhe‘
amount of 57,110 ehares, waick it way exchange for\ccm;og.3£cckj§£1~
the same amount. If so exchanged, the total of conmon éapitél“atcck‘.
walck epplicant may issue will azcunt %o 3, 310 195 shares,‘o* which
certificate for 2,000,000 shares is for volting puxposes only. |

I stbhnpit herewith t“e follcewing form of order.
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This Comuisnio“ havizg aereuofore wede its orcer dated
Septexmber 17 1912 ir the proceeding entitled as acove, suspending
until the furtzer order of his Comzission its previous order there-ﬁ‘
in, dated Jure 29, 1512, axnd np*icadt navng o*ferea +o make good
ite vicletiong of Commission!s said order dated June 29, 1912 and
agving f£iled with +tkhis pommission its sunb;eme al anoiiva*ion, ed
Septerber 20, 1912 and due cons ion ing oean given oy the
Commission to sll metters at issue, ” |
" IT IS EEZESY ORDERED AS FTOLLOWS:
de Sestiom 1 of this Commigglon's order da%ed-June‘Esﬁ'iéle,
iﬁ 80 far as it suthorizes ann’ivanf *o *ssue 2 84h,289 shares of

t8 common stock of tahe par value of b&. each is uerosy amended

80 a8 $0 provide for +tze isgue only of 2,807 013 suares. Suld

varagrapk: 1 of sald order saazll rerzin unaf ected as roﬂards the

57,310 shares of vreferred stock, the 168,000 shares of common.s*ock""~

and of the certificete for 2,000,000 siares of comwon sqo ok uherein

referred to, the effect of thils amerndmeny Aeing, tnax anplicanf in—.
gtead of having the rigat %o isaue to otrer 3uoc*colders*o¢ Thevn,-=

Pide Weter and Southern Peilmead Company 653 085 snarea of its

conumon 3tock, shall heve . 5 *hem only ol&'413

shares of its capitel SuOCk-

2. Sections 2 and 3 of tais uommisaionfs order datéd'Junef29,V:

1912, are heredby amended so as O provide ***t appliﬂan*'m&y sell

384 672 shares of its common capitel atock on thae fo;.lowinu condi*ions: ‘"

and not otherwise, $o-wite
(a) S=id stock shall be sold Jor cash only. |
(b) Enouga of said 38%,672 skares shall b3 reser7edrbj"

applicant 1o oe iasued on ocutstending notes as psid. .
(¢) Tme proceeds from the sale of sald siock sh=”7bevabplied S

£0 the following purposes only: For the acquisit ion of the prooertyj

and the comstruction, complevion, exteus4on and i_nrovament of tae
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facilities specified in "esiimate of cost of completion of the
Tidewater Southern Rzilway from Stockton to Turlock,” which is a
part of applicanils "= 'ial. G" attached $o its original appifcation

in tkis nmester.

3. On all stock authorized %o be sold, eit sher in this oxde: :

or in this Commission' {order dated June 25, 1912 apb+icanx may pay '

Tor coumlssion and otZer expenses connected w*th he sale of said
3t9ck, an smourt not 4o exceed in any case 20 per cenx of‘the sale
piice of the s+ock‘ prov;dﬁa that in ne vaoe 344*1 steck 1~e,r-.~ol:.’£ so
as to net applica“v lecs then 80 cents Per share in cas " In no
case shall commissions ve peid on aay sa*es or notes on which,com— .

mission has already veen paid.

L, Appl iCant is heredy authorized to issue 57 110 ehares of iss
common xxwxk cspital stock in exchange for 57, 110 sbares of its_“

preterregiecgpital stock now outstanding, ehare fOI‘Bh&IGf

5e ' The effectiveness of .nie order and of every portion thereof*'

is aubject 1o the express condition precedant thax taere aaa*l firlt 3_kw

lhave Yesn turned in to applicanils treasury for ancellation, oertifi-
certificates

cate o_/xxxpxn: of its common carital stock in the amounx of 160,587

sn&ree, and tnao aypiicant?®s secretary anall ‘have given to thia

Commission written notice that such certificates have'been:turned_in‘_‘

and cancelled of record oz appliicant!s books.

B Applicant shall keey separate, £rae and avcurate accounts,

showiag the disposition made of every ghare of etock ner“oy autnorized e

v De lssued and showizng tie rocein* and abnlication in detail or
the proceeds of all shares o* stock hereby aatLorizea vo be-issued
and sold, and on or defore the 25th day of each month, anplicant
shéll maxe a verified report to tie uommzssion, stating the sale or ‘“
other disposition of suck shares of stock dﬁxing the precedinb.month J:f
the terms and conditions of gale or other dispoaition, the moneys .

reallized the refrom, and the use and anp;ioatio“ of such moneye, all

in accordance with tris Commission's General Order Wb.zh whigh order:ﬁ o

i




in so far as appliceble, is zmade a perd of this'oxdér;;_

Tve . The autherity heréby givea to issue~sharée of 3to¢k ahallkv
apply only to shares of stock igsued by appiicant on or:befo}éltha

30th day of June, 1913._ If at %hat time any df saiéHstock~may no€ :
have deen issued, applicanz may meke fuithei reprééeniatidﬁéft65tﬁé f

Comrisgion.

The foregoing supplemental opinlen and order are hereby.
approved and orderdéd filed as the supplemental opinion and order oOf

the Reilroed Commission of the Stete of Californis.

Deted at Sen Framcisco, Celifornia, this 30th dey of Sepiember,

1912,




