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BEFORE THE RAIIROAD COMMYSSION OF THE STATE OF CALIFOANIA.
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Trn the Matter of the Reorganization of

NORTEERR ELECTRIC RAITWAY COMPANY, &

corporstion, NORTIERN ELECTRIC COMPANY,

a corporation, NORTHERN EZIECTRIC RAIIWAY
COMPANT-MARYSVILIE ARD COLUSA BRANCE, &

corporation, and SACRAMENTO AND WOODLAND Applicatiozn
24TIR04D COMPANY, a corporation, and of Numbexr
the application for suthority %o trang~ 1958 «
for the yroporties of the last-montioned

corporations to & mew corporation and Lor

permission to issue stocks and boxds of

the said new corporation. '

1.0.C. Gregory and Goodfellow, Eels, Moore & Orxrick for:
' "~ railway companies;
. Pranlt D. Madison, O.K. Cusbixng, E«Se Holler and Walter D
Mansfield for the reorgarization committee;
Asron L. Sapiro £or A. Bonxheim, ot al;
¢.7. Humphrey for certain creditors;
Eiram Johnson, Jr., for Mra. A.A. Deligne.

‘EPGERTON smd GORDON, Comnmissioners.

" 0PIXION.

This application involves the sale and trensfer of the
so-cé.lled Northern mect:ic Railway propexrties operasted by John .
Coghlan, recelivex, ‘to- '9. new corpqration and the issue of sftocks'a.nd o
bonds Aby said 'new corporation to pay fLor ,sé.id. propértios, to imy- re~
'organization'expenses.and' for su;h otl;er .purposés" 23 the Ra;.iroé;c Com_-‘*‘
n;issiéﬁ ’ma.'y a.ntho;ize. - _ _ o ‘ |

on October 5, 1914, the Dstrict Court of the Trited
States, Borthexrn District of California, in response to.a Bill of
Complaint £iled By Gonersl Rallway Signal Company, a New Yé:k‘ q§r¢
poration, appointed Jobz P. Coghlan receiver of all the proporties
of the Northern Electric Reilway COn;'pai;y and directed hﬁ.":‘:i‘ %o teke |
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posseselon,of mensge and operate the properties. Om Maren 1, 1915,

upon & petition £iled by the Secremonto and Woodlend Reilrosd cOmpaﬁy;
Northern Zlectric Railway Company-Merysville t&nl Colusa Brench, Nore-
thorn Realty Compeny and Sacramento. Terminsl Company, the Court made
its order extending the receivership to all of the properties of thé
retitioning corporstions. On or adout April 16, 1918, the South~
ern Division of the United Ststes Dictrict Court for the Northern
Districﬁ of California ordfered all of the yproporties of the afore~
mentiored rallwey compenles vo be Sold. For a description of the
propefties to be sold and trensferred reoference is hore made %0 the
decree of foreclosure £iled in this proceeding and merked TApnli-
cants! Bxhibit No. 12". The 3ale of the properties is %o occur on
Msy 28, 1918. The Court hes fixed the "wpset price™ at 1,750,000,
Tre Court in its decree of forecldsure calls attention to the fzct
that the propertiec described in Article LIV of the decree have
boen operated as & unitery system, that cortaih of the z-vilroad
comperies ovm 10 equipmont, thet sald properties are imdivisible and‘
of such & xature and sre zo situsted thet tho seame should be solé
es on entirety. we sre fully in eccord with the decree of the
Court Iz this regerd and expect the new corporation to acquire ell
of the reilwey properties now in possecsion of ard Operétéa'by John 2,
Cogalan &s receiver. The testimony In thie procee&ing gshows that
this will be done é.nd. thet the properties now owned by fouxr or more
corporetions will herecfter be omned ond operated by a single cor-
poration. ’

™o reorgenizetion committco waich hat prepered the
mzmended Northern Zleetric Reorganization Agreementf, a copy of which
hes boen f£iled in this proceeding, convemplates acquiring the pro-

ring

porties et the foreclosure sele and “ronsfer/the same to & new cor-
poration. Mie amended sgrooment provides that the zew cmi@oratidn

w11l not gosume any of the indedbtedness of the vreseant companies.




The new corporction is %o have an smthorized stoclk Lsswe of $5,200,000.

m?ivide& into $1,902,200 of 6% non-cumuletive first preferred, $§57;800.
02 6% non-cuwnulative second preferre@ end $2,540,000. of commom. In -
c8dition, the new corporation ig to have ez cuthorized 5% 20-year dond
issue of $5,500,000. &ivided into @2;01%:400. of Class ™A™, $951;200;
of Clese 3", #1,268,200 of Cless "C" and $1,268,200. of Cless "D
bonds.  Tho interest'on Cluas "A™ bonde i to be & Fixed charge on
zné after July 1,‘1917;‘3n Class "3" bonds on and after July 1, 1919;
on Clese O on and after July 1, 1922 ané on Class "D™ on and after
J2ly 1, 1927. Because of the deley in putting the ambnded~reorganiia~
tion plen into effect, Cless ™A™ bonde will-bear'inxerestlfrom July 1,
1918. Interest oz moneys paid in for Class "AW vonds prior 4o July i,
1918 will be vaid by interest checks. A1l clesses of bonde sre to
be on am egual fcoting a5 to lien and socurity.

Class. "AT bonds are offered to such owners asud holders

£ bords as agres to the amended reorganization.plan{.issue&‘by

Yortherr Zlectric Compaxry, Sacrament5 and Toodland Railrodd\Company
and Northern Electric Railwey Company—Mbrysville end Columse Branch,
horeinefter referred to as the wnberlying bondholders; to owners and
holders of bonde issued by Northorn Electric Rallway Compeny, herein-
e2ter roferred to as the overlying bonéholders, and to the owners
end hollers of B-yoor secured gold notes. TFor each $158.06 peid 0y
+he underlying bondrolders, they will receive $5;6.00~£¢ce veiue of
Clsss "A™ bonde; for each $26.00 peid by the overiying bondholders,
they will receive ¥52.00 fzce valme of Clasi "A™ bdonés and Zor ecch
7,54 paid by the owmers of 3-year gold notes, they will recelve
834,68 fzce volue of Class “A™ bonds. .In sddition to the vayment of
cash bonds must be surrendered in accordance with the mlan.

' The amended reorgenization plan furtber yrovides that
the Classes of "BY, "C™ and "D™ bonde and the Lirst proferred stock
of the new cdrporation shell be allotted epproximately five-sixﬁhs
to the mxderlying bondholders and one-sixth to the overlyingzbond;m
holderc. The 3ocoﬁd preferred stock ghall be sllotted t9¢the .
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overlying bondholders. Of the common svock, approzimétely $1,300,000
per velue .shall be allotted to the overlying bon&holdérs gnd an e~
smownt equal to 30 per cent oFf the unsecured notes snd clzime Aeposie-
t98 with the reorganizction committee shall be allotted to the un-
secured creditors. Classes ™B™; "C" and "D" bonde and preferred

and common etock distributed to the wadexrlying aund overlying bond-
rolders shell be held in the Same masner sad for the same PUrposes in
ownership or in pledge as the present bonds to be exchanged therefor

- gre now held.

—

Por each $1;000.00 underlying bond Eeposited, tho new

corporation would issue:

Class ™3™ Donds or perticipation certificates in the sum of $150.00
Clegz "C™ Bondsg or parxticipation certificates in the sux of 200.00
Clazs "D" Bonde or participation certificates in the sum of 200.00
Piret Preferred Stock or scrip of the par value 0f ecvresnes 300,00

POLOL eeesesnasa 850,00
For each $1,000.00 overlying bond deposited, the new
corporationr would |

Cleas "3BT Bonde or perticipation cortificates in the sum of § 24.35
Clese "C™ Rords or yerticipation certificates in tho sum of 3J2.46
Class "D™ Bonds or participation certificates in the swm of 32.46
First Preforrod Stock or scrin of the par value 0f eceaccees 48.67
Second Preferred Stock or serip of tho ypar velue 02 ....... 147.08
Commor. Stock or scrip 0f tho paxr volne 0f cececccecccecsses _207.30

TOUEL soeneceeee 49232
Por each $500.00 S-yaar‘ébld note of Northern Zlectric
2eilway Company deposited, the new corporstion would Lssues:

Clese ™BT Bonds or participetion certificates in the sum of § 32.46
Class "CT Bonds or participatiorn certificates in the zum of 43.28
Clags "D Bonds or participation cortificates in the suw 0f 43.28
Pirst Preforred Stock or gserin of the.par value 0f sceceeece 64490
Second Preferred Stock or scrip of the pur value 0L seecess 196010
Common Stock or cerlp of the per value 0f cevceccevcsoreccas 276,40

' TO'C&:'. ‘ul;'cornno‘..._ 656042

In mééivion, the ‘nevw corporation.wbu;afissno to the

nolders of unsecurod notes of and claims sgeinst the Jorthern Elec-
. “ric Reilway Company common stock equal in amount to 30 per cent

| 0% the face value 0f the ursecured notes or cleims deposited under tze
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S
amended reorganlzetion plan. |
In the supplemental petition Liled April 30, 1918 in
the ehove entitled matter, epplicants report that the following por-~
cortages of the totel indebtednoss hell by secured ané unsecured
creditors reforred to 1n the amended vlan have scsented to scid plan:
(8)=89.50 per cent in emount of Caico Electiric Rallwey Compeny
bondhollers;
(b)=96.47 per cent iz amount of Northern Zloctric Compeany
, bondholders;
(¢ )=8L.69 por cent in smourt of Northerr Electric' Railwey
Compeny bondholders;

(&)~94.26 per ceat in amount of Secremento end Toodlend Reilroad

. Company bozdholdere;
(e)=~95.46 por cont in amount of Northerz EBlectric Ba.ilway Companyw—

: Mmyaville & ColusaBranch bondhollders
(£)=95.55 por cont in amomat of Northern Electric Reilway Company

N three year secured gold notehol&era-
(8)=96.88 per cent in amount of unsecured creditors.
| The decreo of foreclosure directs the redrga.nizé.tion'

commistes to hold the smended plen open uatil the dave of the confima~
tioz of the szle of the propérties,. in oxder that any bo;zd.holder; note=
holder, creditor Or other person sfeciﬁe& in the plan may deposit
bis Securities or claims againet the compenies mertioned in the zmend-
ed plen apnd bYecome & party to the amended plan of reorgenization by
geceopting and complying with the terms of said amended plsn to the
zseme effect as thougzh he' hed sssented thereto and become 2 party there-

to within the time originelly limited therein.

Mhe testimony shows owtstanding bonds, Z-yesr gold

notes and claims £s follows:-

Sonds: Chico Blectric ReilwWayY COMPERY esssescscessccccorcy 145000700
Yorthern Electric COMDORY secccsescccccacesnccscone Oy '770 ;000,00
Sseremonto & Toodlend Railroald COmMpPeny cececccecscese 750 ;000,00
FNorthera Blectric Reilvay Compeany-Marysville &

coluea Br&nCh Y RN N W W N N NN NN NN N NN NN NN 750 OOO‘OO
Sseramento Terminsal COMPUAY seseccccccvsssscrcacane 150 ;00000
Yorthern Tlectric Railwoy COmPENY eecrccccccscssnns & 2.:»6 OO0.00

Taree Yegr Socured Gold Notes: Nortaern Zlectric
Ba‘lway omany CE R B NN N N N W N N N N N N N N N N A N N N N lgl’ooo.oo

Unsecured Notoe and Clefmsa: Nortaern Zlectric Rellwsy '

bomp&m‘ .......-.--....'v....'....-....-.... 2,959’529.82

The peyment of tho Chico Electric and Sseramento Terminal bonds is

tekxen care o0f by the decree of foreclosure.
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Table Number "I™ following showe how the stocks ané

bonds of the mew corporstion would be distridbuted assuming thet all
the owpors and holders of bonds,-except Chico Zloctric and Sacra-
nento Terminel bordholders,~ the nolders of the tb.r»eel yeaxr secured
gold notes and o7 “he unsecured znotes and claimg, deposit thelxr

securlivies and comply with the terme and conditions of the smended

reorgenization plar.
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Table Number ™I shows that 1L all tihe bonds end the
throe yoar secured gold notes of the present comparnies were deposi-
ted and the holders thersof complied with the =mended plen, the
corporation world réslize £1,004,151.88 from the issue of Class ™A™
bozds. Tp to ley 15, 1918, the axwount o securities deposited call
for the isesue of $1,88L,474.20 of Clacs “AT bénds Lrom which the .
company will realize $940,737.10. Out of these proceeds, it is
provosed o pay:- |

(a}a=Reorganization Exvenses

Inenrrod or to oe 1ncurre&, SPPrOXInItOlY eeeesed 50;000.00
Secrotery and Reorganization Commitieo ccececeee 22, »500.00
Attorneys‘ for Comtvee -hesasssedPeoersaseseass -eh 25 Ooo.oo
Orgenizetion of new compsany ard exporses in-

cidental thereto including licerse, stamp

and transfexr tevwes, estimated, cevececesseces 30,000.00
Depositaries LR RN W NN B W O W N Y W O NN N N N N W AN ] 15 OOO oo

STBTOLEL - n v nnnnn o BLAELB00.00

{b).~Approximete Tumenses 23 per Decres of Foreclosure:
sxpenses of sale, Compensation ol llzcster,

Costs of Aetion, estimnted, eceeececscncecnaes 5,000.00
Recoiver snd hiz Comnsel Fees , 03timated ..ecc.-. 50 000.00
M"‘WOB’ fees LY N N W NI AN W AN N NN A NN N N W N Y 18 OO0.00
Poee oL Attornoys £or Txueloes ceceevecscceccccs 18,000.00
Q0 pay Sacramento Terminsl Compeny bonds and

aceruel Interest seccscecccccreccrvcnacereses L82,000.00
o pay Veallejo Commerciel Bark note secured

by mor’tg&ge ...q..‘c.co.oo.----tula--nOQCQ.o. 14‘,”0.“
To pay Chico Zlectric Rasilway Company bonde .... - 8,000.00

(cle~Do Pay Bondholdore not foinine In the Planz....... 87,731.49

(4)e=T0 pay Intorest on Class AT bonde from
CApril) L, L1918 T July L, 1918, eseececccvncacas 25,000.00

Gra-n.d- Tot&l RS A AR LA .:‘:‘3550',“941.97

Deducting rou the $550,941.97 the $204,710.48 which
the District Court ordered to e oxpended to pay the Sacremento
Terminal Compeny bonds and asccrued interest thereon, the Chico Zicc~
tric Railway Compeny bonds and the note held by tne Valiejo Comme xr= |
ciel Zanlk, leaves $346,231.49. Tere all tae bondholders to Joln
in the ewended plen the $346,231.49 would be further reduced by %hc
s of $87,731.49, the amount which it ie estimated et present has




to be pald to moh-assenting bon&ﬁdlders, or to $258,500.00.  The in-
terest ostimated at $25,000.00 on Class "A" bonds. from April 1, 1918 to
July 1, 1918, should be rald out of the current assets turned over to
the new corporation by the receiver, lesving $253,500.00 what may be
tormed reorga.niza.tion expenses to be paid from the proceeds of Class "Av
bonds. The evidence does not show that $he reorganization expenses are

unreasonable, dbut we believe that they should be amortized, as in the

case of the reorganization of :eeo:bles Water Company (Decision Bumbder
~
4034, d.ated Jaxusry 20, 1917, Vol. 12, Opinions and Orders of the Rail~

rogd Commission of Californis, pg. 323).

" The proceeds from Class *A“bpnda rema.:!.ning after the ray-
ment 'of reorganization oxoensee,' couxrt :céos, tmstoes' fos3 and foreclo-
sure expenseg, it is proposed to expend for the acquisiti.on of property
and the constmction of improvements, s.d.ditiona and, bettorments. The
oevidonce 4068 not show for waat specific purposes the momeys will de
expon&od. The ordexr will, therefore', provide that the expenditn:.-oa
shell be incurred only for such purposes as the Rallroad Commission may
suthorize in s Supplemental order herein. |

The Engineering Depertment of the Rellroad Commission
estinated tﬁe reproduction cost of the Rorthern Zlectric j;ropertiea at
$10,324,788.00 and the reproduction cost less depieciation at
$9,154,905..00- AS. Ritbe, consulting engineer for spplicents, esti-

zates the reprod.uc tiox cost o2 the properties at a.pﬁroﬁmtely
$11,000,000.00 and the reproduction cost leas deprecia.tion at a.:ppro:r.t-
ma.tely $10,000,000.00. Ipsemuch ag the amended reorganization plan
prov'i.des for axn. issu.e of $5 200,000.00 of stock and $6,500,000.00 of
bond.s, the ce.pitalization proposed can not be held unroaeonable, PrO=
vided tho property caxr sustaln the bond jesue.

| A. Sapiro, rgprqsenting A Bpnnho;m, et al, objects
to’ the amendeé. reorganizatioﬁ plan on the gr;mnd that ;.t'providos

for the issue of four claeéoa of ionds, that 1% ca.l:_l.a ::or an. oxoeaﬁ.vov'
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bond issue and vests the control of the new corporstion im the bomé-
holders rzther than in the stockholders through a voting trust and
otner srraxgemonts.  As already pointed -out, the four cleasses of
bonés sre on en equal fLooting 80 fer ae security 1o concerned axnd
differ only as to the date on which the interest becomes a fixed
Cnargo. The Interest on Clase "B™ bonds becomes a Lixeld cherge on
Suly 1, 1919; on Clsss "C™ bonds on July 1, 1922 and on Clgss ™"
bonde on July 1, 1927. The issue o2 donde in classes or series is
not wnususel and &0es not of necessity lead to confusion. We cer-
tednly cenro® sssuxe that an inveetor will purchose securities withouwt
some. investigation and believe that a casucl Investigetion wonld
revezl the distinction vetween the clesses of bonds which 11 Ls lhere
propozed to issue.
Ir. Sepiro further contends tast the earnings of the.
Xorthern Electric proporties are inadequaxe to carry & $5, 500-000.00
bond icsume. Assuning thot 211 of the bhonds ere issued the interest
requirements of the mew corporetion will ve:- |
Interest peyment Jozuery 1, 1919 ....................wso 31000
Interes bament July l 1919 '.......I.Qﬁ........--. 50,\1—0.00
Trterost payment for yeare fron July 1, 1919 to
."aly l 19-2 .-o..'o--.-o--.-ootctoooo.oo--01413 180000
Interest‘nayment for yesrs from July 1, 1922 %o
Jﬂy l 1927 ..-.-t..-..b‘b.......Q..aoobtootzll 590.00
Intexrest payment for years after Ju;y 1 1927 seeeeeelld, 000.00
For the year ending December 3Z1, 1917, the recelver Lor
the Northern Zlectric properties reported revenues and expenses ag
Zollowzz=-
GrOSB E&I‘nﬂng esssssssssme .-\-oo--b&.— OOO 702 8’0
Oporating EXPeNtesS secescscsnssse 776 007.70
Net Operating R0VeNUE eeesccscces _
mss Qwes Y X R Z X RN E N NN N N N NN &S NN E] 45 091.57

Fet Income aveileble for Lnterest
0r 0ther ChETEOS ceececcrecccest 179,693,73

L. 5. Kibbe in applicent®s Exaibit No. 10 estimstes
that the esrmings of the company will be more then adequate to




exable it to poy its ianterost when tho came becomes o fixéd.,c:b.a.rge.
R. .1”." Sachee, chief engimeer for the Redlrcad Commicsiom, in the
Comnission’s Exhibit No. 5, reports thet in his opinion the p:mper;
ties will be eble to tuke care of the interost requirenents, at 1eastl
until July 1, 1922, if & normal rate of eaming lncresse continves.
Thile the eammgs ol thece ox any other properties camnot be fore-
cest with certaiﬁty, it sppears to us that under an efficlient and

energetic nenzgement, the new corporation should be sble to meet its

»roposed annuel interest cherge.

The amended plen provides that <the new corporstion
saell nave & voerd of &rectors consisting of 15 membe;i;é:g%vfégﬁffgg?‘:’
~12:. shell be selected by the bondholderé and 3 by the stockholders.
A11 the shares of stock, except those necessary to gquelify &irectore,

shell be deyosited with the Union Trust Compdny of San Francisco
wnder & voflng trust sgreement, said sgreement to torminste on July 1,
1927, or earlier if the new corporution should pay imterest om ell
of ite oxmtstanding bonds st the rate of 5 per cert per gnmum. This
arrs.nsomeb.t will vest the control of the new corporation in -the
bondnolders. e belleve that the 3tockholderg should heve all fhe'
power and comtrol to Which thelr ownership entitles them. To do
not beliove that bondholders. should be given rights of control which
properly belong to.stockholders.  Stockholderc should not be ro-
stricted in their complete enjoyment of all their usual righté..
However, &8 they kave 3een L£it to surrendor'their‘ rights, the Come-
miscionshould 2ot interpose eny oblection.

Neither the erticles of imeorporation nor the deed of
trust of the new corporation have been £iled with the Ralilroad Com-
mission. Obviously, no £inal _order coxn be made at tals vime in.
this procecding.  The Commizaloa can suthorize the treasfer of the
propertiss end indicate the meximum emownt of stock and bomds which

it will permit = new corporation to lssue for the purposes mentioned




hereiz, = supplemental order or orders to benmade whon these matters

are definitely presented to the Railrosd Commission.

aq,nerewith.submit the following form of Order:~

o,

Application having been made to the Reilroad Com~
mission for axn order sutrorizing the sale and t:ansferléf the Nore-
thern Electric propgerties sbout t¢ be sold &t foreclos;re<sale and
for en order suthorizing the issue of stocks end bonde, end a public
heering having boeﬁ helds

m IS HEERERY ORDERED, that whosoever msy be the pur-
chaser of the propertie« of No*thern Zlectric Compaﬁy, Northern Zlec~
tric Redilwey Comnany, uacramento and Woodland Rsilroed Compony, Ior-
thern Electric Rofllway Compeny-Marysville end Coluse Branch end
Secrsmento Terminal Compeny, BOW in receivershif snd about %o Dbe
80184 under a2 Zecroe of foroclosure, be snd the same Is hereby, &u-
taorized to sell, tranafer'dnd convey all of the properties, resl,
porsonal and mixe&;,deacriﬁed in the decree of FLoreclosure = Lnpli~
cante? Zxkribit Fo. 12 ~ 80 purchesed, o a corporatiorn 1o be hero-
elter érganized, and 884d corporation, when'oréanized, i8 heredy cu-
thorizod %o ag@gége s21d properties and to issue in peyment therolor,
oad for uuch/pnxposes<as the Ralilroesd Comm¢ssion.may authorize,

5 per cent 20-yoor first mortgage vords in en amount not to exceed
VS,SOO 000,00 and capitel stock in en cmowat not to exceed $5,200, 000500.
PROTIDED, thst this oréer shall xot become effective
watlil e supplementel order chall heve been made by the Railrosd Com=
- mission efter thore hec been presented to the Commission the neme or
nomes 02 The porson Or PLrsons wiho xey have purchosed zaid properties

at sa2ld foreclosure sale, the erticles of dincorporatlion and truet deed

of tho corporstion hereafter to ve orgenized to scquire 3aid properties,
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S complete deseription of the properties scquired 8% said forbclosure
Sale and to de tfansfbrred to caid new corporstion, together with a
statoment showing the amount éfvmoney récaived at the foreclosure
S2le.

}?'DOVDED IURTEER taat zone o0f tho roneys realized
from Class "A™ bonds shall e ‘expended wntil o suprlomental order;or-Ord039‘
bave been mede »y the Railroad Commiesion gpocifying the purposes Loxr
wh;ch said moneys mey be expondod.

PROVIDZD FURTEER, that this order shall not bocome of-
foctive until there has been iled DY & person or pOreons properly
entzorized, a stipuletion +o bo approved by %he Commis°ion 6 the
effect, that the roorganization oxponses will, at such times, irn eueh

smounts ond in s;ch narner as the Railroad Comm¢as;on way ordexr, de

emortized out of ircone.

The foregoling Opinion and Ordex are heré%y approve&._
axd oxdered £iled a8 the Opinion and Oxdor of tho Railroad Commisesiox
0f the State of California.

Deted st Sen Froacicco, Celifornie, this _ZI~ dsy of

/’% 445 jM,

Yoy, 1918.

Commissiorers.




