Decision Ko. —

BEFORE TEE RATLROAD COMMISSION OF TEE STATE OF CALIPORNIA.

**9*‘3‘7}?'0[\]_ uolsood

In the matter of the application of
MIDEWATER SOUTHERY RAILWAY COMPANY

)
) .
for aunthority to iscue 485,508 chares % Application Xo. 2604.
)

of its common stock 0f the psr valwe
of $1.00 per shere.

BY THE COMMISSION.

PIRST SUZRIEMENTAL OPINION.

TIDEWATER SOUTEERN RAILWAY COMPANY has outstanding
945,703 shares of stock of the pex velue of $1.00 per share. Of
this stock, 30,000 gheres of the par veluwe of $..00 per share t;.ro
preferred and the balance are cCommon. In gddition, there is out-
s‘can&ing‘a cortificate for 2,000,000 shares of coxmon stock,
which 48 held by Mr. Byron A. Bearce under su agroement ‘thatl said
certificate shall in 1919 be returned to applicant’s treasuxy and
carngeled.

In ite order in Lpplication No. 2594, dsted Decem=
ber 1%, 1916, Docision No. 3931, this Commission ‘a'u'thorized. the
applicant herein %o sell 600,000 chares of ite common stock at
not lese than 80 cents per share, and to use the proceeds L£or
paying note indebtednees and for extendirg ite line of railway
gouthward in the San Joequin Valley.

4 Tn seid Application No. 2604, Tidewsler Southern
Redilvay Compeny aleo Tequested suthority to issue 250,000 shares

of ite stock to Mr. Byron A. Besrce in return for certain proper-

ties and services and upon surrene.er' by Mr. Byron A. Bearce %o
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the Tidewater Soutkern Reilway Compeny of the certificate for
2,000,000 shares heretofore referred to. At the hearing upon
this metter, Mr. Bearce acked that the request for the issue of
250,000 sheres of stock 40 himself be held in gbeyance.

Under date of December 27, 1916, Tidewater Southern
Railwey Company acked this Commission 10 proceed to 2 determinstion
of ite reguest "to terminate the special trust ereateld for 2,000,000
shares of its common stock by Lreeing therefrom 250,000 shares sud
canceling the balance of 1,750,000 shares”, |

The opplicant also reguests the Cormmiession to authorize
it to exchenge common stock share for share for its ountetanding
preferred stock, 80 a8 to retire the preferred stock.

The gtatug of the certificate of 2,000,000 2harez of
epplicant®s stock now held by Mr. Byron A. Bearce iz set forth ix
this Commission’s Decision No. 116, (Vol. 1, pege 232, Opinions
and Qrders of the Railroad Commission of Californie). It sppesrs
that 2,000,000 shares of stock were iscuwed by the Tidewater and
Soutrern Transit Coumpany to Mr. Bearce prior to March 23, 1912, the
offective date of the 2ublic Ttilities Act; that the Tidowater
24 Southern Transit Company was later consolidated with Tidevater
and Soutkern Raflroad Company into 2 new corporation lmown ae Tide~
water Southern Railwsy Compeny, snd that Mr. Bearce was entitled
wnder the terms of the consolidetion to receive 2,000,000 sharog
of stock of the new company,- Tidewater Southern Reilway Conpany.
The Commisslon thereupon in Deciesion Xo. 116,‘ heretofore referred
to, authorized Tidewater Southerm Railway Compeny to issue 2,000,000
sheres of ite stock to Mr. Bearce to carry out the terme of the
agreexont, which kad beern Quly entered into prior %o 't:hb offective
dote of the Public Utilitles Act. The ambhorization, hoWever,

carried as a condition the requirement that Mr. Bearce should




£4le with the treasurer of Tidewater Souwthern Railwaey Company &
written agreement to deliver to said applicant for camcellation on
or before Seven years from July 1, 1912, this certificate fox
2,000,000 shares of common Stock =nd that %he certificate shouwld
bYe precented to the Railroad Commiscion for andorsement thereon of
the following words:

TIagned CTor voting purposes only. XNot to
be trensferred, and to be canceled snd returmed to
the troasury on or before July 1, 1919, se provided
in agreement dated July 1, 1912, between Byron A.
Beaxrce and Tidewatgr Southern Relilwey Conpeny."”
It appesrs thet the 2,000,000 shares of stock of Tidewater axd
Southern Trensit Company were issmed o Mr. Bearce for certain
rights of way between Turlock and Fresno. '

It 48 now propoced that Mr. Byrom A. Besrce enall
turn over to the spplicant r;shme of way and other properties and
ghall retain 250,000 sheres of ssid 2,000,000 sharee of stock as
compensation for these yroportiesc and iz payment for his gervice
in promoting, orgenizing, finsncing and maneging the Tidewater
Southern Railway Company to date. ‘

It ic £itting that Mr. Besrce should be compensated
botk for the proyerties he propbees to deed to the rdilway and
for the Services he hag performed in its behalf. It is not
possible accurately to messure the value of the gexrvices such &s
¥r. Bearce hes rendered, but in & case imvolving the comstruction
of a railroed from Blythe to Blythe Junoction, & project of lesser
pegnitude than Tidewater Southern Reilwey Company, the Cormission
2ixed the coupensation of the projectors'of the entorprise at
$75,000 payﬁble in stock.

| The value of the assets to be conveyed by Mr. Bearce
to the railwny company has been estimated by him at $60,000.

It 43 the intention of Mr. Bearce and otkers whom ke
1es interected im this project to provide further funds in sub-
stantisl smounte for the extension and development of thic railway
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enterprise.

I# tkis matter were before this Commission £ zn
original proposition to aunthorize the issue of zso;ooo'shares of
wtock for the sexvices of Mr. Bearce and his a3s0ciates and for
the assets Which he proposes to convey to the railway, I sbould
be inclined to hold that the compensgjtion wae extremely liberel.

I believe it distinotly to the adventage of the other
shareholders in thie exterprise, im view of all the circumsiances

involved, that the certificate of 2,000,000 shares Dde Lorthwith

reduced to 250,000 ehares.

1r. Bearce has brought into sssociation with himself
in the reilway project, interestes which will provi&e noney as
needed *or the further finsncing of the mderteking. Furtber ex~-
tensions of the railway are comtemplated and the funds now provided
and in prospect appesr to assure the fwll commercial development
of the enterprise.

5% the came time, I believe thaot the 250,000 sheres of
stock allowed to remein outstanding out 'of thile certificate of
2,000,000 sheres should be S0 held as %o give prior position to
81l of the other Stock and the order will so provide. Im thie way,
the interests of the other stockholders in this enterprise will not
only be zmply protected but will be given the Lull benefit of the

new fundec to be provided.

Provision hate been made in thie Commission’s Decision
To. 3931, heretofore referred 'Eo, for the creation of a trust of
125,000 shares of stock. That feature mey now be extingulshed azd
s trust of 250,000 shares created out of the cexrtificate of 2,000,000
shares heretofore referred to. This stock shall remein impounded
4o the extent of 250,000 cheres, snd shell be required to take &
secoxndery p«;as:x.tion as to the assots of the railway £or & perlod of
£ive years. AT the end.'of that period, by reason of the funds now
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. and heroaftor to ve invested, it may reacsonably be pormitted Vo
shere on an oven basis with tho othor stock.

AppiicantTs reguest to exchange ivs preferred stock Lo
comnon 3tock SO a8 t0 eliminate the preferred stock iz wholly reacon-
able zad will entail the issue of %0,000 charoc of common stock to
retire & like number of shares of preferred stock.

Vo recommend that the application be granted;.subject )

the conditions contained in trho order herein.

FIESD SUPPLEMENTAL ORDEZR.

TIDEVATER SOUTHERN RATILWAY COLPANY kaving applied e tho
Rallroad Commission for o modification of its order heretoloroe iscmed
in Apolication No. 38, (Vol. I, wage 232, Opinions ond Orders of tho
Rellrosd Comaission of Califormia) by termineting tho special trust
ercated for 2,000,000 shares of itz coxmon stock by Lreeing therefrom
250,000 shares and canceling the balance 0% 1,750,000 shares, ené TIDZ-
WATER SOUTHERN RAILVAY COLPANY heving furtiner requoested authority to

20,000 zhsrec of ite commorn sStock of the per value of #1.00 por
in excaange Lor 30,000 sheres of ite proferred stock of the par
02 #1.00 per chare,

Ané o public hoering having beon hold and it appesrinmg that
+the purposes for walch it is proposed to Lssue sald stock ere not in
waolo or in part roszonably chergoable tTo oporating eﬁpensos or %0
income,

I7 IS EEREBY ORDERED that this Commission’s decision
¥o. 116 in +he mattor of Application No. 38, (Vol. I, pego 232,
Opinions axnd Orders of the Ruilroad Commission of Callformia) be
nodified by pormitting the applicent horein - Didewater Somtherz
Reilwey Company—- ond Byron A. Bosrce to terminate Yhe specisl truét‘

croated for 2,000,000 zhares of its commor stock by Lreeing therefrom

250,000 shares and surrondoring sad cencoling the balance of
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1,750,000 sharos. |
The authority heroin/grantod., is granted u-pém‘ the fol~
lowing conditions and not otherwise:
| 1. Of the 2,000,000 shares of applicant’s common
gtock held oy Mr. Byron A. Bearce wnder specisl agreement ag hereto-

Zore referred to, 1,750,000 shares shall be returned to epplicamt’s

trecsury, 10 be lssued theresfter only wopon the approvel of this

Commicsion.

2, 0f the remeining 250,000 cheres of said certificate

of 2,000,000 shares, & Specisl trust shell be created by the torms

. or an sgquivalent amownt of stock
of which the bolder of said shares/to be designuted by Mr. Byron
A. Bearce, shall agree to withhold said 250,000 sneres Prom sale Zor
& period of five yesrs from date and shall further zgree that izti
cese 02 the sale o2 the properties of Tidewater Southern Railway
Conpany - on or vefore five years from date, 22id 250,000 shares of
stock shall de entitled to participate in the benéfits of 3said z2le
only after the balance of the outstanding stock of Tidewater Southern
Railway Conmpeny shall have been paid at the rate of $1.00 per siw.re
or only after an amount equal to $1.00 por share for the balance of
the outstanding stock shall have been duly deposited in & Dbank or
banks for the bernefit of the holders of said stocl.

3« The sagreement, providing for the creatioz of a
trust for the 250,000 shares of applicant’s stock, a8 sot Lorth in
the yreceding puragrepn shall be in = Lorm satisfactory to this
Commission, to Ve approved by this Commission in & supplemental order.

4. The 250,000 shares of stock t0 be held ae 8 specinl
trust ac et Lorth in the two preceding peragraphe shall be so
keold for the benefit of Mr. Byron A. Bearce, or his nomince or
zomineee in compensation for properties to be deeded by said Byron
A. Bearce to Tidewater Southern Railway Compeny, as set forth in
ﬂmm Bxhibit €, £iled in comnection with this ap-

plication, and in Lfull compensation for the services ¢f Mr. Byron
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~ A. Boarce and associates in promoting, orgsnizing, Linsancing and

operating sald railway 1o date. |

5. The authorizetion kerein shall not be binding upon
this Commission, or other tribunal, &S & Tecognition of any partic-
2ler velue o be attached to the cervices of Mr. Byron A. Bearce
or the property to de ‘conveyed by him o midewa't.or Southern Reilwey
Company as described in the Lforegoing Opiniox.

IT IS EEREBY PURTHER ORDERED thet Tidewater . Somthorn.
Railwey Commany be gronted zuthority, and it 13 horedby granted
anthority, to issue 30,000 shares of its common storck oL the par
value of $1.00 per share in cxechange Zor 30 ,006 shares of applicant's
preferred stock of the par value of §$1.00 por share.

IT IS EEREBY FURTEER ORDERED that Condition No. & of
this Commission's Decision No. 3931 in the above entitlod natter
and reading as follows:

"K':). 4.- Thiz order shall not become effoctive

until Byron. A. Bearce shall have impounded
iv. & menmnoer suitable to the Railroad Com-
wission, $125,000 par value of stock oFf
msdewator Southern Reilwsy Company keld by

him, and chall have received f£rom the Rail-

road Commission & supplemental order stating
that this hac been done."

be and the came is horedy vacated and axnulled.

The suthority herein granted ic granted wpon the
further conditiors and not otherwise:

(3) Applicant 2hell report to this Commisszion om -
the 25th day of each momth, ctating in detsil the action tsiken
by 41t in pursmance of the order herein.

(‘b) The order herein given shall 2pply to such
stock 88 shall khave been issued and to such sgreement as ehall




hove been entered into in relation to applicant’™s stock on or

before June 30, L9L.7.

Dated at Sen Fremeisco, Celifornis, this 7k

%Ma %e/&‘/
| g Ry
! L T

dey o2 Jenuary, 1917.

Commissionerse.
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