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by the books of that company which are mow our property) though

in the progpectus of issue of these debentures it had been erro-
neously staeted that such earnings were materially superior to
the interest charges.

| It was thus evident that the company could not be
reorganised on the basis of maintasining ( or renewing) the mort-
gege deed of the debentures which provided for a yearly fixed

sum of interest so much superior to the earning capacity of the

railroad. Maintaining such a mortgage deed with its elauses would
have reﬁdered & new benkruptoy unavoidable immediately after the
first on would have been ¢losed.
On the other hand, the legal position of the deben~
tures secured by that mortgage was very weak.. -
As you know, the issue of those dsbentures had been

authorised at & meeting of the shareholders of the Araraguara
Company ihere only a minority of the shares was represented, 80
that the issune, not being legally authorised, was void.
Also none of the requirements of the Brazilian laws on

bearer seocurities were cocmplied with when the Araraquara Company

issued these debentures, which did not bear any signature on be~

half of the Company. They wmere therofoip void ( as a unanimous
decision of the Supreme Tribunal of Brazil deciddd a few months

ego.) | “~

\.’\
The ordinary coreditors of the Ararsquara Company were

well avare of those facts and were prepared to take steps to try
and eliminate the debentureholders, or at least to greatly raduce
their claims, unless a satisfactory settlement could be made with
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