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Decision No. S12TS

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter pf‘the Application of

SAN FRANCISCO BAY TOLL-BRIDGE
COMPANY, (a2 corvoration),

for an order, (1) autherizing applicent

to issve in exchange for its presently
outstanding bonds, debentures, stock -

and common stock, its new Class A stock,
Class B stock and Class C stock, pursuant
to the terms and provisions of a provosed
plan of reorganization of applicant, and

(2) approving the terms and conditions

of zcuch issuznce and exchange and the
~alrness of such terms and conditions. )

Application No. 22142

Orrick, Dahlguist, Neff and Herrington by George Herrington
a2nd Fzathan D. Rowley, Lor applicant.

Adolpn Kessler, = bondholder, in yropriZ personi.

RILEY, COMMISSIONER.

The Commission, by its order of August 3; 1938; assigned the
ebove eatitled matter to me and ordered that o public hearing showld
be held thereon orn September 13; l§38. Such hgéring was held on s2id
date and all persons to whon 1t 1s proposed to issue stock had the

right to appear and_be heard.

The San Francisco Bzy Toll-Bridge Company is 2 corporation organ-

ized In 1927’under, and by virtue of the lews of the State of Delaware.
Since its incorporation; applicant has teen engaged In the bﬁsiness of
constructing; owning; maintaining 2nd operating that certain toll-
bridge and approa;hes thereto; known as the San Mateo-éayward Bridge;

whick extends across Sanm Francisco Bay from 2 point near the City of
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San Mateo in San Mateo Cownty, to o point in Alameda Cownty. Appli-
cant Intends to continue the scme general character of business in
the futwre. '

In 1937, (Stetutes of 1937, page 2478). section two.of the Public

Utilities Act was amended So as to include in the definition of the
term "public utility" as contained in subsection (dd) the words mtoll
bridge corporation” and zlso subsection (ee) was added defining the
parase "toll bridge corvorationr.

- Although applicant is a forelgn corporation, its comsel is of
the opinion that the Railrozd Commission has authority over its stock
issues.

The San Francisco Bay Toll-Bridge Company has outstanding, bonds,
debentures and stocks as follows:

First mortgage 6%% sinking fund bonds,

due November 1, 1957 %exclusive of

acerved Interest).csceviiceercnnnnnonnaaasts,303,000.00
Fifteen (15) Year participating sinking

fund 7% debentures, due November 1,

1942, (exclusive of acerued interest)..... 2,000,000.00
Preferred 5% cumulative stock of the par

value of $¥100.00 per share, autnorized

25,000 shares, issued and outstanding

S,'?os Shﬂres.a..noac.'.-.--0..0..---.--.-0 . 870,500-00
Common stock, par value one cent per share,

authorized 175,000 shares, issued and
outstanding 128,650 shareSececeecceccescas .o 1.236.50

Grand Total 47, 174.726.50

It 1s of record that the Company hos never paid any dividends on

any of itz outstanding stock. Since September 1921 the Company bas ,
palé no Interest on its debentures. It has been wmable to pay tﬁetiﬁ-

terestigg {ts bonds on Mey 1, 1937, Novembder 1, 1937 and May L, 1933.
In view of this situation, certain holders of bomds, or their represen-
tives, and representatives of the Company have prepared 2 reorganiza~

tlon plan which Is filed in this proceeding as Ehibit 4.
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To carry the reorganization Plan into effect, applicant Pr o~
poses £o amend its articles of Imcorporation and by virtue of such
azendzent provide for three classes of stock as Tollows:

C1a55 A 580CKaesese.an. 172,120 Shaves
Class B stocK.eaeunnias 20,000 shares
Class C stocKesesoenasa__2,000 shares

Total 194,120 shares

Zach share of new stock is to have a par value of $25.00'per
saere. The holder of each share of stoek shall have one vote, irre-
spective of the class of stock he holds.

The articles of incorporation are to provide that the net income

of the Company, as defined in said articles, will be applied as fol-

~ lows, when, ac and if the Board of Directors shall determine to dis-
| durse the same:
First To dividends 2t the rate of 5% per ammum on the
Class A stock, cumulative from November 1, 1928;
and, |
Second  Thereafter to payments (cumulative from Novenber
1, 1938) up to 3% per annum of the total aggregate
par vzlue of the Class A stock at the time outstan—
ding, into a sinking fund to be used exclusively
for the retirement of Class A stock by purchase or
redemption; and, '
Thereafter to dividends a2t the rate of 4% per
annum on the Class.B stock, cumulative from Novem=—
ber 1, 1938; and,
Thereafter any remaining balance shall be avaliladle
for noncumulative dividends on the Class C stock, or
for general corporate purposes as determinedwby the

Board of Directors of the Company.
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In the e"enx of the ligquidation of the Company, Class A znd
Ciass B stock are to share ratably up to their total aggregate par
value, and any remaining balance is to be distributed as follows and
in the following order:

First To each holder of Class A stock an amownt equal to
interest at 64% from November 1, 1936 4o November
'l, 1928, on the face amowmt of bonds swrrendered 4in
exchange for his Class A.stock plus an amownt ecual
to all dividends accrued and not pald on his Class

A stock; and

Second To each holder of Class B stockAan anownt equul to

the difference between the face amount of debentures
swrendered in exchange for his Class 3B stoek, and
the aggregate paf value of such Class B stock, plus
an amount equal to 7% from November L, 1931 to Novem~
ber 1, 1928, on the face amowmt of such debentures
and plus a further amownt equal te all dividends zc-
crued and not paid om his Class B stock; and

Third Any balance remaining shall be distributed ratably
to the holders of the Class C stock.

Class A and Class B stocks are redeemable at their par value »lus
accrued and wapaid dividends on thirty (30) days' mailed motice, but
no Class B stock may be redeemed wntil 211 blass A stock has been re-
tired. |

Under the reorganization plan, the Class A stock of the.Company
will be issuved to the holders of its éé%‘first mortgage dbonds to a par
value equal to the prineipal emownt of their bonds (on the basis of‘40
shares per one thousand dollar bomd and om a corresponding vasis for

bonds of lesser denom.nationu) in exchange for their bonds and 211 ac—-
crued Interest therecon.




éhe Class B stock will be 4issued to debenture holders to’a par
value ecual to 25% of thevprincipal anownt of their'debenzufes:(on-the-
basis of ten (L0) shzres per one thousand dollar debentuwre and 2 cor-
reSpoﬁding basigmfor debentures of lesser denonminations) in exchange
Lfor their debentures and allAinteresx accrued thereon and all partici-
pating righte pertinent thereto.

The Cless C stoek will be issued to preferred and common stock-
holders on the basis of .2 shares of Class C stock for each snare 6f
preferred stock and 21l dividends accerued thereon and .002 shares of
Clzss C stock for each share of common stock In cxchdnge for thelr

resent stocks.

If the holders of all of applicant's outstanding dbonds, deben=-
tures, preferred and common stoeks, exchenge said bonds, debentures,
_preferred 2nd common stocks for Claes L stoek, Class B stock and Class
C stock on the basis indicated, applicant will khave outstanding, stocks

as follows:

Class A stock ©4,303,000.00
Class B stock 500,000.00

Class C stock £9,957.50
Total & 2 750

The reorganization plan defines the term net income as follows:

uThe term "net income® will be defined In szid amendments
to the Company's Certificate of Iinorporation as the total gross
operating ond non-operating income of the Company from 211 sources
drring-any calendar year, less (a) all operating expenses (inclu-
d. all taxes, insurance and compensation of officers and employ-
ees), (b) adeguzte provicion for maintenance, revairs and working
capital, including the creation and maintenance of a2 general
working capital fund of not more than %50,000 in cash to be ap-
plled to repalirs, maintenance and other corporate purposes,
(e) capital expenditures and additions and betterments necessary
in the Judgment of the Board of Directors of the Company for the
operation of the Bridge, (d) interest on and repayment of prine
cipal of all indedbtedness of the Company, Including all indebted-
zness Incwrred In carrying this Plan into effect, (¢) all expenses
incwrred in carrying this Plen into effect, and (f) all other
usual deductions permissible in conformity with standerd accown-
ting practices, except that (for the purposes of the foregoing
definition) no deduction shall be made for depreciation or .amor-
tization charges. Szld amendments will provide that the deter-
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nination of the Board of Directors of the Company as to the
amowat of its net income and as to the propcr application
thereof shall be conclusive.m

The Company's gross recelpts and expenses and its net income
i.e., the amount avallable for depreciation, interest, amortization
of debt discownt and ekpenses, and dividends are reported o in Exe

aidit 2 as follows: NEIT AVAILAELE ¥OR DE-
PRECIATION, INTEREST,
AMORTIZATION OF DISCOUNT

DERIOD GROSS RECRIPTS ENSES - & EXPENSE,- DIVIDENDS &

, STROLUS
3/3/29-12/31/29 $455 ,654,.59 $127, 37160 w:sze: 282.09
1930 517,751.15

1931

1932

1933

1934

1925

1936

1937

12 months ended
June 30, 1938

515, 470.¢/
461 6.10
377 5 S-JO
389,139 78
4RL,613.64
459,158.43
324,064.94

289,148.16

176 21938.48
141 915.33
137 705.29
116 352.59
113 257.75
1193062 72
151,963.52
209,770.81

257,720.01

341 ,552.67
373,554. 94
923 740481

261,215 7%
270,832.03
302,550.92
307,194.91
114,294.13

31,428.15

A bondholder has suggested that the holders of debentures and
stock should not be permitted to retain an Interest in the Conmpany.
It has also been suggested that because of income tax laws the Conpaxy |
should be refinenced through an Iincome bond issue. Objection has also
been made to the subordinate positions given the debenture holders.

Because of the fact that the Compeny has defaulted inm the pay-
aeat of its bond interest and has falled to comply with covenonts 4in
the trust iIndenture securing the payment of 1ts bonds, the holders of
tae Company's bonds are in a position to take the entire property by
a foreclosure sale. This, to date, they have not elected to do. The
reorganization plan.hoyever, does give thnem about eighty eight and six
tenth'!'s percent of fhe outstanding stock. VWhile the payment of dividends
on the Class B stock and on the Class C stock 1s remote, the holders of

the Companyfs debeatures and the holders of stock presently outstanding

will, througk the acceptance. of said Class. B stock and said Class C stock
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retain 2n Interest Iin the Company. If the properties of the Company
are sold, the holders of Class B stock will participate in the’dis-
tridution of the proceeds. The extent of their participation and tae
amomt, if any, distributed to the holders of Class C stock depends

on the price ét vhich the Company's propertles 2re sold. In my opinion
the plan of reorganization submitted In this proceeding is.fair and

reasonable, and I therefore recommend the following form of order.

ORRDEER
Sen Fremeisco Bay Toll-Bridge Company, heving asked permission

to Issue $4,852,957.50 per value of its stocks for the purpose indica-

ted In the foregoing opinion, and having 2skKed the Commission t0 approve
the fairness of the terms and conditions of the exchange of sald stocks
for outstanding bonds, debentures =2nd stocks; a public hearing having-
been held by me on September 13, 1932 after due notice thereof,‘and |
having considered the evidence submitted at such hearing, I find that
the blan of reorganization filed In this proceeding as Exhidbit 4 is fair
as to the terms and conditions of the issue of sald stock; that the
noney, pfoperty, or lador to be procured or paid for by the issue of
said $4,852,957.50 is reasonably required for the purposes herein stated,
and that the expenditures for sald purposes are not in whole or in part
reasonably chargeable to operating expenses or t§ income, and that this
application should be granted as herein provided, therefore,

IT IS EEREBY ORDERED, that San Franc¢isco Bay Toll-Bridge Company
be, and 1t Iis hereby, authorized to issue on or before July 1, 1939, its
Class A stock to holders of its first mortgage 67% bonds to 2 par value
equzl to the principal amowt of their bonds, on the basis of forty (40)
shares per $1,000.00 of bonds and on corresponding basis for bonds of
lesser denoxinations, in exchange for their bonds and all accrued interest
thereon.

IT IS HEREBY FURTHER ORDERED, that San Francisco Eay Toll-Bridge
Company be, and 1t is hereby, authorized to Issue on or before July 1,
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1939, its Class B stock to itc debentwre holders to = par value
equal to 259 of the principal cmownt of their debentures, on the

sis of ten (L0) shares per $1,000.00 debentures and on 2 corres-
ponding basis. for debentures of a lesser denomination in éxchange for
thelr debentwures and 2ll interest acerued thereon,'and all participa-
tion rights pertinent thereto.

IT IS HEREBY FURIHER ORDERED, that San Francilisco Bay Toll-Bridge
Compzny be, and 1t 4s hereby, authorized to issue, on or before July
1, 1939, its Class C stock to its preferred and common stockhol&éés
on the basls of .2 shares of Class C stock for Each skhare éf preferred

tock‘and 2ll ddvidends accrued thereon and .002 shares of Class C stock
for each‘share of comzon stock. |

If IS HEEREBY FURTEER ORDERED, that San Franciseo Bay Toll-Bridge
Company shall flle with the R#ilroad Commission, quarterly‘reports
showiﬁg the amount of.sto;ks issued‘during the quarter, tﬁe names‘of
the persons to whom saild stocks were issued and the zmownt of bonds,
debentwres, and stocks surrendered In exchange for sald stocks. The
first reporf shall be f£iled on of'befére Janvary 31, 1939 and shall
cover the period to and including December 31, 1938. "Reports for sub-
sequent quarters shall be filed within tbiﬁty (20) days after the close
of each quorter. | .

o IT IS HEREBY FURTEER ORDERED, that San Francisco Bay T&ll-Bridge
Company shall file with the Reilroad Commission om or before January
31, 1929, 2 statement showing in detalil fhe expenses Incurred by it

on or bhefore Deéember 31, 1938 to pumvinto effect its plan of reorgan-—

on. Statements showing expenses incurred subseguent to December

31, 1938, shall be filed 2t such time as they are required by the Com~

mission.

The foregoing ovinicn and order are heredby approved and ofdered




filed as the opinion and order of the Railroad Commission of

the State of Californiz.

o
DATED av San Francisco, Californiz this 2 /7 day of
September, 1938.




