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Decision No. aft) · 

In tile :na.ttor of tho Reoree.n1zation ~ ) 
PEZAlimfA .AND S~Z! RCSA ?..AILWAY Com>~y ) 
So oorpore.t:t()n~ a::ld of the a.pplioation ' ) 
for autAority to transfer the pro~ert1ee ) of said oompany to. a new oompany to. be ) A'Opl:10at1on Number 39l7. 
herea!ter inoorporated and fer ~e:rmi3sion) 
to. issue stoeks and. bonds of sMd new ) 
oempo,nj- ) 

Goo~ellow, Ze.lls, lroore & Orrick '1>yw: .. l;I ... : .. Orriek, ... . fer applicant. 

tOVE~D, Co~ss1oner. 

O?INIO:N • 
. ..- ... -~---

:Jlj.s is an a'"Pl'l.1.ce.t1on whioh. involves. the reorganization 

te~~lates tb$t the cOompany's ~rOoperties be transferrea to a new oor

~oration ~d th.e now cerperatien issue stooks ana bondS to acquiro 

the ,ropert1ee and. ~aj eu~standing indebtedneee. 
~ta.l'llDl$ une. San'tt.l. Ress. Railway Cetnps.:l~ W8.e, organ1.zed. on 

er abeut, MaY' 22;, ~90Z, with an authorized cap1tDl. atO¢k issue o:t 

;1,000,000 divided into 10,000 shares of the par value ef $lOO e~oh. 

stock in the amount of ~994,16o is reported as outstanding- Z:l,e 

oompanyals() re~orts $65&,000 ~aco value of S%firzt, mortgage bon~s 

d:c.e~ l.~ l.924 and. $2~'7~OOO faco va.lue 00:: 6% secox:.a. mortsao.-e b-onds 
I=. eddi tiO::'. $80,000·¢.:r f1rst. 

~. 

::lortgage s.:ld $33,.000 o.f second. mortgage: ,'bonds ar,e :pledged tOt sec'"Jr~ 

the paymex:.t of ~76,.e;OO o~ nOo,tes.. 

the interest on both tho first and socond mortgage 'bonds and on t~e ' 
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outsta.nding notes. It ~3 found it 1mposs1ble~ howeve~, to pay the 
e1:lking t'tuld established by the first mortgage or the principal. of t:b.e 

. bO:lds 
second ~orteag&/due April 1, 'l917. Because of the '!ail~e of the 

cOl:p$.ny to rte::; the second. mortga.ge bonde at mtl.tur1ty-, the First Federal 

TrUst CO:lPs.ny, trustee under tho mortgage, brousht SXl. ac,tioll .in tho 

Super10:- Court ()f the Sta.te of Ca11fortl.~ in and for tho. Count:r (;'! 

Sono~ to, forecloee the'morte~g~ securing the p~~nt of the second 

:nort~ge bonde .. TDoa Mercantile ~$t CompanY', trustee under the . first . , 

~rtgege. was given permission to interven~. A foreclosure deoree 
:!:.as been ent.ored. 'by tll.E> court_ 

~e reoroaniz~t1on plan~ a,copy of which is on file here-

in, proVides for the formation of a new corporetion,w1th an author1ze~ 

stock issue of $.3.,.250,.000 dividod. into $1.000,000 0'2 common and 

$250.000 o! & per cent cumulative preferred stock. 

stock is t~ be redeemable at par. ~ho new corporation. is also to 

have an authorized issue of $7.50,000 of 5-1/2 per cent 25-y~sr !!ret 

I!lortgag& bool'lde. ~e mortgage 'lll'ldel" wh.1ch the bonds are to "00 is3.u04 

is to provid.e that the not esrnings ordinsrily ~p~l1cable t~ dividends 

on common stock, ~y be applied and paid sa auch.d1vidends~ to t~e 

SU':l of $25.000 in s:tJ.y one year; but that. it such net e~1:les e::ceeed 
$2S,.000 ~, any year, and are not needed for the Co~an7!s busineos 1"e-

c;,uirements in the o.pinion of the direetora; e.ny available excess of 

such net es.rnitlgs over $25,.000 per e.:a:c.um SAa.ll be a.llotted. and ~a1d, 

one-half there~ as additional dividend on tho commo: stoc~, one-~-
tel" thereof to a e1:nJCLng fund" to. redeem sa.id first. :nortga.ge. bonds a.t 

no,t exeeed.1l:lg lOS per cent,; and the rema.in1ng one-quo.rter as a sillJdng 

fund to. redeem the ~referred stock a.t par. 
As said, this application contemplates the trans~er o~ 

the ~l"o~ertiee of ?etaluma and Santa Rosa Railway Companyt~ a new - ~ .' 

.corporation.. ~o' pe.:1 o.na. re:eund. tho ~5,OOO of f1rst mortgage bonds 

now outstanding, the new corpore.tio:l would issue ~,65.5, 000 5-~!2 per 
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ce~t 25-yeer first mortgage bonds. The owners of the $217.000 of' 

second mortgsge ~ bonds are to receive first mortgsge 'bonds of the 

new corpors.tion in an amount equa.l to 20 per cent of tho f~e value ~ 

the bonds now oned b7 them. J?1"eferred stook in an ELmOunt e~ua.lto 80 

per cent of the ta.co value of the bonds :r:r.~ owned by-the%p. tmd 000::10%1 

stook in a.n amount equal to. 20 :l?oX' oent of the faoe value of the bo:c.ds ' 

now owned b:v them ... ~o, pay and refund the $217.000 of seoond mort-

gage bondS, tho new oorpore-tioD would issue $43,400. of firSt. mortgage 

'bonds, $43,400 of common stock and $1.73.600 o;! & per cent preferred 

All. of the owners- of seo-
I o,ndmortgage. bo'nds 8lld all or the ownors o! f1ratmortgage b.onds., ex-

cept1:og en ~d1v1d~~ who owns is,OOO of acid "bonds, have tipFoved the 

reorganization plan. 
An7 owner of shares of stook 0.: the ,Pet~luma andSsnt& . 

Rosa !a3.11way Cc~anY' llUly beeome e. party to th~ reorg8.m.za..t1on :plan -

"':By su"C).scri'b1ng for and ptU"che.a1t1g such a., 
pro~ort1on, or any 1e$$ port, of the common stook 
of ~he Compt'l.ny, Which eMl)' not ha,ve beon issued to. 
parties o~ the second P$rt in exchange for second 
mortgag~ bonds, as the number of ~~1lwa1 shares held 
by'bim sMl1 bear to sa.id. total numb,er of: 9941 ou-t-
stand,iDS Railws.y shares (fractional shares to- be 
avo.ideo. by allotment of the nearest oven :a:a,mb.er}, and 
'by paying in c ash to.- the :001'0'131 ta.:ry the S"OIe o~ te.:o. 
dollsrS ($l0) per share for each share ot co.mmon 
e-:.ock o'! the CO:ll:,9eJlY- so subeeribed 'b7 bim.. Such 
stockholder "or msk1:cg such 8u"bscr1pt1o:z. slls.ll. be 
deecea to havo assented to. and 'be bo~d 'b~ al~ of the 
toms a.:c.d. cond.i tiona hereet. Zho :DopoSits.r.v- -may re.-
c;.uire such subscri·oers to :prod.uce their cert1ticstes.' 
of steck of the as.ilws.:r as ov'id.ence of the right to 
~"oscr1be. ~e ~r1v11ega of subscriptien sbA~.be 
o.ssigna."ole. .A:tl:r sbs.res of COlJXQ.on Stock of ,the Com-
pe:!l"f{ which siJ.all not As.ve 'been so. 3u'b·scri'bed a:Ild :ps,1d 
for on or be~ore ten days ~ter tho, 1ncorporat1on o~ 
the Comp~~ (except. the shares te> be exchs.nged for seo-
ond mortgage bonds as aferesa.idl mAY "07 tho COl'lll>an:r be 
o.l~otteCt ane. so~d at sa.id price of ten do-lltJ.re. (~O) 
por share to. e:A'1 zha.reholdor or ehtU'eholde.rs o.f the, 
Railway."" 

!~. It.:B. ltJJ.cke:r, secretarY' o~ the Reorg~z~ti.on Co=1.ttoo, 

testi!ied ths.t. t!le First Federal ~et:Cottr.Pa.n,. is Wil~ to. advs.:lee to., 

the etoeltho-1dors for a period of one yee:!: at 6. per cent 1nt.e:reet l)9r 



annum, such an ~ount as they may desire ~or the purp¢se of payins 
for stock subscriptions 1ll the new oorpor!.1;tion.· ~o proceeds 

realized from tho subscription of the commcn stocko~ the· ~ew 
cor~orat1on will be used t~ p~~ o!~ !lo~ting 1ndeb~edness of the 

?etaltU'lla. a;c,d Santa Ros~ Railway Company, that. is, the· $7.5~50()'· of 

shor,t term. note.s. ~o reme.inder o~ the 'Oroceeds w11~ 'be used ... . 

to pay reorganization expenees or for such other pur:po-ses. 0.8 the 

:Soard of Directors rMJ.y dee=. advisable_ 

App11ce.nt has not submitted to. the Co:cm1ss1on Q, 

statement of its reorganiz~tion e~enses. 

that every of~ort is being ~de, to. keep the reorganization expen-
I 

sos at a. m1ll1:1li2J:l. ~e. members of the Roo·re;e.niZs.t:ton COmm1tte& 

receive no. compensat1~n. :No reoeiver ~e been ~J?pointe,d to. telte 

PQssession of the properties, so t'b.s.t there Will. be no. receiverYs 

salary nor ~y :l)a:r.nent for receiver I s cou:c.se~- ~he forecloeure 

decree fixes the cougensetion of the Mercantile ~st co:peny of 

San Francia-oo, trustee 'tZllder the. ~irs1;. mortge.ge, Sot $2.,.506.40~ . 

and tho com:pensQ,tion :of' oounsel for Meroantile 'Trust .Cotlpa.n:r tl.t· 

$l.500. ~e oom~en~tion of the First Federal ~8t Comp~y~ 

trustee, 'Illlder the second mortgage, is' f1xad at i:5~9.50 snd that 

of its counsel at $1.000. I re~omcend that no ~art of the funds 

contributed by the stockholders, be used to-~,. reorganiz&tio:::l ex-

penses, 'tCll.es$ D,uthorized 'b,y the C.o'CtDiscion. a.:etor tZI. dettdled 

state:ment. o.f 3uch expenses has 'been filed with the COmmission. 
A~plica.nt i'!l Bxb.i'bi t 110. 3 est1:na.te8 the resultS. of 

12 :nonths oper~t10n 'based on 1917 gro.ss ee.rn~e. plus increase 

in rates gr~ted ~~ the Railroad Commission 1n k917. end using tho 

1917 o:pere.t1ng expenses plus aetus.~ eJld prospect1.ve increase 1n 

191$, as fol~ows: 
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Grose Ee.rn1ngs, • .. • • .. .. .. .. .. 
Operating Expense, ............ .. 

N.et. from Opere-tiona, • .. • .. 
Less Taxes, .. .. .. .. .. .. .. .. .. .. .. 

Gr~$$ Ineome~ ............ .. 
Interost, .. ..... .. .. .. .. .. .. .. .. .. 

S\lX'p1ue t .. ... • • • .. : .. .. .. 

It will be no·ted tlla.t for the 12: months,. the company estu.a.tes 

its gross illcome at $76.,343.34 as co~ee. wi'th a gross inco~e c! 

~67.604 in 1916 and a gr03S 111come o~ ~6S,691 .. 4Z' 1n 1917.. The est1ca-· . \ . 

t()~ es.:rninB ztatoment dOGS. not take 1nto :).ceOtt:lt· the increase in rates 

sllowed by the Cotml1ss1on in its recent d.eci6io~.$ .. 

ASSET ACCOUNTS: 
~operty Account, ................................ $"2,098,0,94.84 
Curren"t Asset.s, .. .. ..... .. .. .. • .. .. .. • .. .. .. .. .. ... 63.249·.47 

Cesh ~ • • ,. • til .. • • • • • .. .. • - .,~2l.3'72. '13 
Dttc from Agents, ........ 9,053.09 
'Dt:.e tro!::!. ~t:c.er Rs.:tlroe.d.s, .. e, ... .. .. .. 10,,396-.90 
Aeeotolts ;2eceivs.b,le,. .... ............ 1,6l7.81. 
Materials and Sup~l1es, .. .. .. .. • .. .. 20,80S.9~ 

S1~ ~d,. •• *' •• ~ ....... • ..... • ... 

U!lLl.<ij'llsted.Debits, .. .... ..................... '.. .. 
I:l.c'U%'e.llce t _. .. ..... .. .. .. .. .. • .. .. .... 81"9. El! 
l!iacella.::leous .. ~c::eottQ.ts, ............ .. 3,577.2.0 

~ot1t ~d Loss, .. .. .. .. .. .... ...... .. • .. 
ZOT.A.L ASSZTS.", .. .. . . . . 

!.IABILITY ACCOUNTS: 
C:S:pim Stock outsta.:ld.ill$,. .. .. .. .. .. .. .. • .. .. 
F'a:t:l.ded :o.e bt ,. •.• • • • • • .. • • • • • • • .. • • .. 

Fi:rs~ Mortgage !.onde, .. .. .. .. .. .. .. • 'Z'Zs'" 000.00 
Second lr!ortgage :Bonds, ............ .2.50",000.00 

;~~OO.Ou: 
!,ose :So:c.ds ~led.ged.: ~ 

?1rst Mer.tgaSe, ......... .,;eo~ooc 
Second. Mo·rtge.ge , .... ZS,OOO 113. QOO.OO 

Curre:t:.-:: Lis.'bili ties, .. .. • .. .. .. .. • .. .. .. .. '. .. .. 
notes Ps.yable,. ..... • .. .. • .. :. .. .... 76;'600.00 
Audited'V~uchGrs~ ................. lSd555.5A 

Accrued: ~io.b1litiez,. ........ • .......... o." .. • .. 

Interest,. • .... • • .. • .. .......... l.'*,.lS'l .. 31 
~e.xe s ,. ................... • .. .. " 1'4.1. 6. .35· 

U;c.e.d.·justeQ: Credits. .. .. .. .. .. .. .. .. .. .. .. .. .. 
Aceount·de!lroe:te.tion on ee;:o.ipment, ... 9S"OGS.Z7 
Co:c;pense.tion Ins1Xr'e.nee ~eserve.. .. .. ll.092:.~5 
::!iseellaneous Credits, ..... o.' • .. .... 884 .. 79 

Stt....~lus,. • • • • .. .. .. - • - ., - • • .. ... • .. .. 
~o~ L!ABI~I~IES, .. .. .. . 

-5-

109.78 
4,456 .. 8"7' 

960.n 

:a: . 994,,100.00 
8'2'2., 000.00' 

95-.166.51 

l8.597.0& 

lOS.~040.32 

. 82 r 527:"1.8 

$2,,167.531..67 
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.... 
In ~b1t lio. !O, ~ete.l'tll'!la and San~ Rosa. Rai~vm.,. 

Co::rpany reports the "valuation"' of 1 ts pro,:!?ert1ee. as of Jto:le 30, 

1918, at $1,77.8.706.33. ~o ecqU1~e these properties, the new 

corporation ~opoees to issue: 

Common Stock, • • •.• • • • $l,OOC,OOO 
?referre.d Stock" • '. • •• l73,600 
First Mortgage Bonde, • •• &98.1400 

~o.te.~ St.ocke and Bonda~ ~1.87Z,~GO 

I de net believ.e that it 1$ noeeseary for tho purpose 

of th1$ pl"oceedi:c.g, to :make a specific f1nd1ng as to the. oost or. 

value of the pro~erties here 1nvolvea. I believe,that u:der tbe 

facta and oiroumstances as revealed: b:y the eVidence herein, the 

Co~ss1on should permit the 1ssue. o! securities ae outlined in 

the reorganization plan. 

that noi theX' 'the Reorganizs.tiOon Cotmlittee. nor the new, corpora.tion 

or its. successors cr ass,igns, will a.t an:y time urge th~ ·Cotml1sS1o:c. • 

to. eonsid.er the e.mcu:o.t o~ seourities hereafter a.utherized to. 'be 

issued i:l. ,this' proceoQ.i::Jg $.S a ra.te base. 
Z'.c.e reorge.niz.e.tion pls.n.p;-ov1des for So votixlg trust;, 

eff'ect1ve for a. period. c'! seven ye:J.rs" tmder the terms of which 

the preterr'ed stookhold.ers axe, given cont:ro~ cf' the pro.perties 1n 

the event taat the div.1dende on the preferred stock are nOot paid, 

regularly. I 'believe that a.l~ Clo.3ses o,t stockhclders shO'Uld 

have all the "OOwer and cO:ltrol. to which. their cwnersh1p 62:l.t1tl.cs . . . . 

them. I de not 'believo that one class cf stcckhOolders should 

be restricted:. in their cotlplete enjoyment O'f all their usua.l 

rigAts ... 
surrender their rights, the Commissicn should not, 1n'~ opin1on. 

interpOose any ~'bjections. 
Neither the e.rtie:les of 1ncorpors.tion nor the deed 

of. trust of the new corpore.t1on have been filed with the P~lr.Q(l.d 

Commssion ... ObvioilelY'~ n~ fillal o.rder can be _de at this ti:lle 

in tAis proceeding. 
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Qf the properties and ind1c~te the maxi~ ~unt of $toc~ and' 

bo:ds which it will permit ~ new corpors.tion t~ issue, for the pur-

pcse mentioned herein, and supplementel order or cl"ders.' to be made 

when these ma.t~rs are definitely- ;presented. to the Ra.1lr~· 

CoIllmiSS1011. ' 

I herewith submit the following form of Order. 

o R D E R .. 

ApplicDotion h8.V1ng been made to the Rs.1lr<>s.d Comm1s-

SiQJl tor ~ order authorizing the 8~e and tr3ns~er of the proper-

ties of the ?ete.lt1m8. s.nd Santa. Rose. Railway Company. s.bout to be 

sold at foreelos~e sale, and for, ~ order authoriz1ngthe is~a 

of stocks and 'bonds,.' and a. public 'hetu'1l:lg: hav1xlg 'been. :a.eld:, 

I~ IS ~y OR:DE?b!> that whosoover- maY' be the P'al"-

ch$.ser of 'the pro;pcrties of the Pe~'tmlS. and Sante. Ro-se Railway 

Comp~y) a.bout to be sold. under 0. ·decree of toreelosur&, 'be, and 

the same is hereby, e.uthorized to.. sel~, transfer and convey sl~ o'! 

the :!.)rol'ert1es,. real.,. !)ersonaJ. end IIl1%ed, described in tho deO'%'ee. 

• 

of foreclosure. - So copy Qf which 1,8. s.tta.ehe~ to the ~tition here1n-

so purchased, to a cor~oration to be hereafter organize~,-snd said 

corpore.tioll, when organized,; is hereby" authorized. to ~cc:'ttire ea.id 

~roport1es and to issua in payment therefor~d for suoh other pur-

poses as the Eailroad Co~ssion may author~z$, 5-~!2 per cent 

25-yea.r ~irst mortgage 'bonde, in an amo1ttnt %lOot to. exceod. $69S,.400. 

common stock in an ~ount not to. exceed ~~,OOO,COO snd 6 per cent 

e~t1.ve :pX'e~erroe. stook :iiJl a.n a::notUlt not to exceed. ~"l.'l3',oOO, 

~rovided that this order shall not become ef~eot1ve until a ~pple
Dlenta~ order shall. have 'been me.de 1)~ the Ee.ilroo.d Co::m:1esion. o.ft.~ , , '.;. 

there haS. 'been presented. tOo the, ?.o.ilroa.d Co1D%ll1~s.10n' .the :t:te.me or .. 

names o'! tile ~erson or pereo~who ms~ have pure-Msed said. F,operties 

tbrough said t'oreclosure sale,. tho' srticles ,o·f incorporation and 
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trust d.ee.d.o~ the eOl"pors:tion herea.!'tor to "00 orgsn1zect to· 

acquire sa1d properties, So complete deser1ption of the 1'1"op-

ert1ee acqUired at said toreclosure sale and to be transferr&d 

to sa.id new co:rpOX'~t1on, together with a sta.toment· shor~, 

the ~ount of money received at· the foreclosure sal~. ~o

tided :turthe~" that nOllO of tho moneys re8.l1zeCt tl:rO'tl.8'l:. the 

issue of common stock shall ~e ~xpende~ until a aupple~ontal 

order or orders. have 'been mad~ by the Railroa.d Co:nm1ss1Oll 

s~c1fy1!lg the pnl"::,»zoa tor which said :nC>IlO;.vs 'me::! be expelldeCt~ 

Erovided further" that th12 order shall not 'bocome ef:teet1v~ 

until there. bas 'been tiled 'by a ~ersoll or persons pro~er17 

a.uthorize~ a. stipule.tion te>'be e.p!Jroved by the ?..s.ilroa.d. Co:::-

msSion to the effeot that the reorganizatioll expenses will, 

Sot. suoh times, in such s:'AO'Illlts. and in such ma:aner. as the. 

Railroa.d Corm::l1seion mtJ.'1' order,. be amorti.zed ou.t of income. 

~he ~ore501llg Opi:o.1oXl and .Order are hereby s.p- . 

. 'Oroved aJld. ordoreCt filed as the Op1:c.1.on and Order of' the :as.1l-... 
roa.d Co~3$ioll of "vhe St8.te of' Ce.11~orn1a. ... 

:Dated Sot San Franc 1sco, ca.liforn1a.~ this /6~" 

~ ... U).J: ~ 
~--.- ..... - ~ 
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