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In the :natter 0: the o.l'l'11e1l.tion jWlJ U U lW U' l(JifUlb 
of GRZA~ W~S~E?N ~OWER COl!PANY ) 
OF CALIFOBNIA!or :permiss ion to ) Application No. 1999. 
issue cs,pi tal stock Olld. d.ebon't'c.ros } i 
and. :for s,pp:rove.l of' e. cortc.1%l :f1nan-, ) , 
c 1aJ. plan. ) 

" 

Gq C. Earl nnel Chaffee 3., ,Ha.ll for a.pplicant • 

. ~EELEN, Commissioner. 

FIRST SU?PLE!i!EN'T.AI. OPIlaON. 

In the aoove entitled prooeeding, Greet "aestern Power 

Coopeny of Cslifornia be :f'Ued a $upplemento.l app11cet1on ssking 

the R~lroD.d COllml1c~on to IIl!l.lte its order authorizing' the expend.i-

ture by Groat Western Power Company ofCsliforniaofthe proceeds 

0'1: the dobentures authorizod 'by the decision o:f December 20, 1915. 

in the a.bo-ve cnti tled proceoding, for tho following <purposes: 

1. To purchase $4,998,000.00, par value, o! common 

capi tal stock o:f City Zlectric Co:nl'&.ny - - - - - - $3,'000,000.00 

2. ~o oo'l'lst:ruot So transmission line from 

Big Bend to Oakland - -: - - - --- ... -- ..... 

3. To construct a 3rd ca~le across the 

:Say of San Franoisoo -' - - - - - - - - - - - - - - - 150,OOO~OO· 

4. !ro co;nstruct a 4th oable across the 

:Bay o:f San Francisco - - - - - - - - - - - - - - - - 100,000.00 

... ~ public heari:lg on this supplemental application was 

held in San Franoisco on December 28, 19l5. 

ll:. its deCision do.tedDecembcr 20, 19l5" in the above 

entitled proceeding, ,the Railro,·e.d Commissionauthor1zed Great 

\VesternPower Company of ~sli:tornia. to issue.'i tslO-:.vear 6 peroent 
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oonvert1ble gold debentures of the total faoe ve.lueof ~~OOO;oOO.OO~' 

to be dated November 1. 1915, Slld:pa~able .November 1, 1925; at 

not less thax: 91 per cent of the faoe value thereo:f'~ plus aocrued 

interest. The purpose of this supplemental application is' to 

secure an order fro~ the Ra1lroad Comm1ssion speoify1ng the pur-
POS8S for wh1ch the prooeeds from the sale o!SS.1d.! debentures IIlaJ' 

be used. 

Cit,. :Eleotric Con:pany was 1ncorporated on January 14, 1907. 

under the laws of California. The comp~ has an authorized 1ssue 

of 50,000, sheree of common oapital stock of the par value of tJ,OO.OO.,: 

per share. The entire author!zedcap:!!otal stock'1s issued and out-

standing. ~e' minutes of the boe.rd o'! directors of City Eleotric: . 

Company of January 18, 1907 ~ show that 49~910 shares of the oap,1,tal. , , ' 

stock of City Electric Company. being the entire authorized oapital 
." , , :~ 

stock, with the exception o:!90 sharea~ w~reto be issued to X.""J.~ , 
, . 

Heohtman in oonneotion with s contractente,;-ed into on Janmry 1$;, 

1907 t between Oi ty :::leotric Compl.UlY' and ,i. ,J.. Hechtman. In this: 

oontract; according to the m1nutes~ Hechtman agreed to' supply and 
equip one generating station :r~r C.1tyElectric COIllll8.'lll'" in San Fran-

, " , 

cisco anet to construct f1ve miles 'otd1str1but1ng 8l'"stem in's.ccord-

ance with the contract specifications,. Mr. Hechtman a.lso guarsn.-. 

teed the sale of 500 five per cent 30-~ear'gola bonda of the C:1ty 

Electric Company, each haVing a faca value of elOOO.OO, at not le88 

than the au of $850.00 POl' bond. C1 ty Eleotric Company agreed 

to pay to Mr. Heohtman $500~OOO.00 1n installments, and ala)' to 

issue to him said 4 9 ~ 910 s ha.J:'es of City El eotr1 o Compe.ll1" e oap1 tal 

stooke There is no ev1doJ:!ce to show wlle. t tangible val 110. ' if!a:c.y, 

said capital stock represented at the time of its issue. 

City Electric Com:p~ has autr.orized an issue of f1rst 

mortgage five per cent 30-year gold bonds of the total' faoe value 

of $5~000,000.OO, these bondsbe1ngdated 3ulyl. 1907. and.pa,zrable 

on July 1, 1937. Of the bonds so author1zed, City EJ.eotr10· COlnp8n,11 8 



;' " . 

.!tlmuaJ. report :for the yetlr ending J)eoember31~ 1914, on :£'11e With' 

this. Cotlm1ssion, shows that ~2~5l2·~·OOO.OO, faoe value. were out~ 

standing. 0'£ the bonds thus outstanding, bonds of the :fa,c·e 'Value-

of tS33;·OOO.OO were pledged as oollateral. :Sonds ot the :f'aoe 

value of $62~OOO.OO 'were·· pureho.sed by theoompSD.l" and retired through 

its sink1ngtund pr:ior to Deoember 31~ 1914. 

T.he testimony herein shows that,in 1911. Great Western 

Power COInJ?any purcMsed the cap1 tel stock of C1tyElectr1c Comp~ 

(exee~t 30 shares) and that $80.00 per share was paid by Grent 

Western Porer CompanY for this stock. ~e purchase was effeoted 

thl'Ough the instrumentality of a syndicate. As part of this trans-

aotion, Great Western Power Com~any de11vered to Western Power 

Comr:e.ny (of New Jersey), the holding eo'mpa.ny, bonds 0:£ Great Western 

Fower Com~e.ny of the face vs.lue of t3~OOO,OOO.OO. common capital 

stock of Great ;"1estern Power Company of the par value' ot $2;SOO,OOO.OQ 

and $i5o,OOO.oo, or thereabouts,. in cash. GreatWes1tern P'ower 

Company a.:lso gc.a.re.nteed the payment of diVidends' on $1.000.000.00; 

par value, o~ ~referrea stocko~ Cal1tornia Electric Generating Com-

pany, a subsidiary corporation. Western Power Comp8n7 (of New .Terse,.) 
deIivercd , . 

then ... :ati. to the Syndica.te Ma:oa.gers the t3.000~000.OO." face value. 

ot bonde of Grea~ Western Power Compan:y and the ~l~OOO~OOO'.OO, par 

'YBlue, of pre!erred stock of California Eleotric Generating Comp~, 

and also common stock of Western Power Company (of New Jeree,.) o:f. 

the par value o:f' t2~670~OOO.OO. The S;y.nd1oate M.anagera. on their 

part~ agreed to p~ for said seour1 t1essn amount equ1valentto 

teo.oo per share of the common capital stock of City Eleotri0 Compan7~ 

except the 30 shares which were not acquired. to'gether with inter-

est on deterred pnyments. 

The following table shows the oomparative income and 

profit and loss account of Citj Electric Compa%1.7 for theyeara ending 

December 31, 1910,. 1911. 1912,. 191:3 and 1914, as reported to the 

Railroad Commission by City Eleotric Company: 
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-v-v .............. -"' ...... ~ .;>""':i'IO~ _,1-.",.,.-.. .~ . .., _ ...... ......,. .... -;;. ........ _ V'" v .... ~ ELECTRIC OOJ(P1NY 
- - • - II! ..... .......- • ..- .. ------

r~ ~§J¥PJ!I.P. D~C~UBER_Sl. 1910; j91~1 1,912; 19.13 ~lli. 
- i -...---_...... ....................... __ ...-___ ,.,.-............. • • .,.: ....... • • ......... ___ ......... ...- -...-- _. •• .. ........... .... ..-. .a-....~ ______ ..-..-..- ..... ___ r .... r ...-...-... __ ..... _ 

. 1 '1. E U I 1 9 3.. /) • _ 1 9 1 1 : 1 9 1 2 1 1 9 1 3 1 9 1 4 
~ .. ____ .............-....... ________ .... __ ~ ................. ~._, ... __ ...__-.!.._.. .. ___ .. .......-~ .. __ ;..... biz _.....-...~_ .... .,."! .,.. -...J..... ... .. _. . .. J--. • p • _ ... 

I,NOOHE S'W1JlFP1.:- - !. .: : _: l. _ --: -._ .. I·. "- '.- .. "1 
Operatir.g Revenue : H17 ~'1U.17t • 932,259.23 :. 9,7~)5'l1.6.1 ~ . • 1;018 1 981.27 . 1 t1,0'14,OaC.SQ _, 
Ope rat ir.g Expenaee : . .J.1.S-J-9J..O'-}'.1. I --.1).5201770';»,-1 57~ ,o!9.!!.112): 596.d5§~p1 (2) I '7.96.;.8J~~M .(2):' 

l!!!..p'p"ex~,"t~!1S.J\!,'y_e'p~-!'\ 1)99 ~'1lS.aa t 37~.488.91: 40~.~3(}.94: 422)425.66 I" 2'17,238.26 
Other Incon:e :~~4J1.6..! : ~ •• ~&l,.33{4): --.-J~o.J2 .•• 8J ,I 49J0Q.3.~L~ 53.07h.!!_ J 

Qr9_(l.P __ <:9.r.!Qj~ '04.-205.94 I 379,222.58 I 407,623.83 f 471,429.23 I 330,310.41 I 

DEDUOTIOnS, 'I : -------- ~ Btlr.c1 Interest . 8S ~ 000.00 S5,000.00"· J 
Othe r Interest -_-"-
LhbJl1ty Reserve 101"000.00 : 

86,583.0'1 
3,2U.S2 

Rent :....~ : 
llisurance 10 I 000.00 ": 
SJnkSng Fund ....:.~ 

Bad Debts . : 3 ~4O'J.9:J. ' 
12,670.00 -'-

I 4,658.13: 
k(orti ~atlon I:tt Del:{t Dl9count,etc..~~1&2· 

:r.9~A .P..e"duoJ:..l~" 1 118 ~ 6'7f.78 
~ ~~ . 
- -----_ ... J f)2 , 6 '12. 89 

I ~ __ 1.04§_8.jM. I' _~"..., 
: . 99,927.0Q 

TO PROll'C .•• \RP_l~.s..§ H5 I 5 ~9f 16 . : 279,~95.5a 
: 
• · 304) 950.94 

: 99,21A.CS 
36,'795.63 

: 3,212.40 
• • 

I 2,493.78 
I 
I --n1.,720~06--·-

329,709.1'1 

· · 
: 

100,214.16 
36,000.00 ...... 
3,041.66 

2,049.46 
_--p~O_6.s~2J-_ 

143,991.99 
186,318.42 

-. . 

: 

: ....... --=::-::.~-::-~":.~~'~_~t-~..!-:,.:.~_~~:~~~~~~~~~1-.!~'::..::~~-::~.:;::~~~~~~~':-.::;:~~::~;.;.-::.;.~~~.~-:..-~:.!~:.:-:-~~::~:.:.;;::=::~::;':.-;-_=--:~:-:-~~::,.-=t"~~::-­
: 

PROFIT AND LOSS STAlnXNT --·--Surplu6--Eegi"nnT,;g- oi Year 
Aid Inco~e lor Year 
lH scollaneouB 

'1''0 TAl. 
DEDUCTIONSt 
~,.- bTv-118tt·JrJ 

Sinking Funds 
~113~ ellaneovs 
J.pprtlprlnUor. to Reserve 

Total Deductions 
mJlL",u~tg..9.Sj:_ Q).'-JEM 

: 
: 'H~) :116.66 
: 2!5, 529.16 
s --: mY, 641:·82 
I 155, 000,00 

~-

: ~ ...... r~ .......... _~ 
t l~S, 000.00 

SU, 64~t82 

~ 366,645.82 
279,295.S8 

6Ts",94i::r6 

• 
t t 611,716.88(~; 

301,950.94 
I 7,8S5.1£ 
t 924,553.14,: 

· · 90,000.00 J I 

• ," 

9000-0.00· : 
55'; !~41 .... 0 

63,660.(;0 --...... _-_.- ...... ----
63,660.80 I 

86° 1 892.34 • 

$ 860,892.34 
329,709.17 

---11'.JJ..{f!.8,2_ 
1,200,850.33 

w_ 

25 1585.00 
8,eS6.31 

_-Jj)".a~.!.1~ (3 ) 
476,319.'11 
724,530.£2 

· · 
• 724,530.62 

186,318.42 
·\4.8..,~Y~..4_~H_ t 

l,Jr.9,185.48 

25,27f> .. OO 
43,293.0tl 

•• p -- .. ----

68,56e:.09 
1)290,617.39 

I, 

_______ ~ _____ ~_ ... __ __ ......... ....-..-____ ... - ____ ............ ________________ ~_ .... r...... ___ • ..- .... .. .... - .......... .-... .... ~ ... _,.... ----_ -----_ ....... -_ .... -.. ... ----..--~ .. -.......-.-.---...-............. ~ ...... -.. ..... ~ ...... --.......--.. . ............ -......... _. .......~. ._.-.-...-._---- .......... -
(1) ... 
(2).1-
(~).-

(4) •• 

BAlance 'bulaho .... eurpl!Js· 01 1555,941.40 
Do es r.ot hel~de., dlpre olatlon. 
This arc~'J,t fit up tn· booh 0 ( cOJ.;fJany to shoy al!:ount 0 ( surplur. Invested In IIx6d capital. 

Mry ruersod In 1914. 
Lou 



Attention should be drawn to the fact ths.twh11e the 
operating revenue for 1914 •. bemg $1~074;080.50·~ is ollJ.7 t55~099.23 

in excess of the operating revenue for 1913; the operat~g exp.naes . ..... in 
'!or 1914~ .being ~'196~842.24. are .200.486,.65 .... excesso'! the'operat-

ing expenses for 1913. which were reported. to be ts96~'555.59. In' 

explnnation of tbis very la.rge increase in opera'ting expenses, at 

a time during which there was a. much smaller 1noreas8 1n operattng 

revenue~ the representatives of applioant herein stated at the 

hearing that the inorease wne due to the purohase 07 C1 ty Eleotric 

Company of the major portion of 1 ts eleotr1c.energ7 1n the year. 

1914 from Great Weste~ Power .comp8.l17 at the ~r1ce of oneoent 

per X. W.R •• " in accordance with oontract dated Febra.ar:y 28; 1912, 

between Great Western Power Company, City Electric Company, Mortimer 

Fle1sbllaoker. Herbert Fleishhacker ana. Cali~ornia Eleotr:[o Generat-

ing Company. Applicant explains that C1tyEleotr1c Company oan 

'prod~oe: eleotrio energy in its own steam generat~ planttn 
San Francisco at a cost oonsiderably less than the :price pa14·to 
Great Western Power Company. but that the matter 19 in real1t1 a 

tam11~sffa1r and that t~e cost to Great Western Power Company of 

eleotr10 energy delivered to C1tyElectr1e CompanY is somewhat le88 

then the cost to City Eleotr10 Company o! generat.1ng eleotric:' 

energy 1x:. 1 ts steam plant in San FranoisoO'. Tlle net reaul t of 

this arraIlgement is; of course; to inorease the operating expene8. 

of 01 t,.Eleotrio Com:p~ over wbB. t the y would be if the oompany 

generated electrio energy in its own steam plant~ to decrease the 

apparent net income o! C1ty Eleotr10 Company and to tnereaee the 

gross .revenue and the net inoome of Great Western Power Compen,._ 

When Great Western Power Company receives ~rom· Gr,est 

Western Power Companr of California. the applicant herein. the 

sum of $3;000.000.00 whiCh is to be paid b1 Great Westem :Power 

Compa.%l1o! Californ1a for sa1d U;998;000.00. par value, of 
-S.;. 



oapital stock or City Electric Company, said $3,Ooo~OOO.OO mn2t, 

under the terms of the deed of trust or mortgage of Great Western 
Power Co~an1~ pass to the trustee under aaid deed of trust. At 

the request of Great Western Power CompQn1, the trustee mar permit 

sa.id Grea.t Western Power CompanJT to use the t3~OOO;OOO.OO to PSl' 
to 

and ret1re lts bonds or ... p87 for the oost of exten8ionB~ addit10na 
and betterments to the plant of aa1d Great Western Power COmpa:tl1'. 

App11ee:a. t herein has :!lled its Exh1b1 t "D" ahowing in gene:raJ. the 
. ,>~~', 

purposes for which Gre~ Wester.n Power Company desires to expend 

said ~3~OOO;OOO.OO. Great Western Power CO~8n7'des1re8, tn 
of 

general, to expend said money for the construot1oniaddit1ons and 

extensions to 1ts properties in this sta.te, sn~ there 1s no present 
deSire to use sald money for thepurpoaG of retiring bonds. 

In his testimony at the hearing in the or1ginal a.pplica- . 
\ 

t10D. herein. Mr. Mortimer Fle1ahhaoker, President of Great Western 
Power Comp~ of Ce.11fom1D.. stated that the payment b,. Great 
Western Power Company of California of three mil1iondoll&r8 to 

Great Western Power Company for said oapital stock of C1t7 Eleotrio 

Companr is tn reality merely a family traneaotion 1n furtherance 
of the general plan for consolidation of the propert1ea ot the 

Great Western Power System. He drew attention to the fact that 

this Comm1ss1on, if it so des1res~. oan as readily oontrol the 

expenditure of the proceeds of three million dollars 1n the treaaur7 

of Great Weate~ Power Company as though this money remained 1n 

the treasu:ry o:t Grea.'t WeB'tem Power Company of California. No·. 

valuation of the propert;y- of: 01't7 Eleotric CODlPs.'OJ has 'beEm fUed" 
snd I a.tl 'tUlS.ble- to make e. find1ng as to the valueo! the prol='ertr 

~! Citl Electri0 Company_ 

X reoommond that th1s portion o~ the app11oat1on be 

granted. on condition that the sum of three m1llion dollatB be 
not taken oe!oT6 tbia Coom1ss1on or aUf other. pub~ic autharit7a. 
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representing ;t'or ra.te making. soJ.e. issue of'securities, or any 

other purpose, the value of the property of City Electric Company 

or of a~ e~uity therein. and also that Grest Western Power Com-

pany of California will secure !rom Great Western ?ower Company 

and file herein a stipulo.tion authorized by its directors, to .the 

effect that it will eA~end said three million dollars onay~pon 

securing an order from the Ra1lroad Coamisston, in the same manner 

as though said. three million dolle.ra hIld been secu:redby Grea.t , 

Western Power Company from the issue o:f its own seourities, author-

ized by the Railroad Commission. 

Applicant presented testimony to the effect that it is 

necessary for the purposes of Great Western Power' System': t~t .8. 

second, trmlsmission line be construoted from Big Bend to Oakland, 

at an apprOximate cost of ~;l,SOO,OOO.OOtimd that a third and a. 

fourth ca.blo be constr"llcted across San Francisco :Ba.y,. from Al3.meda 

County to S8n. Fre.ncisco, at &n approxi!!l8.te cost of $150,000 for , 

the thirdca.blo end ~lOO,OOO for the fourth cable. ~is property 

is to belong to Grea.t Westorn ?ower Com~ny of CeL ifom1a., the 
~pp11o~t horein. No de~i~1te arrangements haVQ as yet b~en made 

:for theoper~tion of this property. No estimate of tho cost of 

constructing sa1dproporty ha.s. boen~iled. 

I recommend. that 'this po'rtionof the applica.tion,be 

a.lso granted, on co:n.tlition that .cPl'11cont heroin shall :first :f1le 

detailed ostima.tes oi the cost of said. construction. whereu:pon 

the Cocmission wil.l issue a su,?plemental orci.aI' authorizing said 

e~cncl1 tures. 

I submit the follo~ingform of order: 
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A p'tlbllC hearing having been held on tho supplernontal_ 

Ilpp1ioation or GREAT '~'ZSTERN ?Oi'JER COM:?A~:Y OF CAL!]'ORIH.A. herein, 

and t~e ~ailrogd Co~1ssion !i~ding that the puryoses tor whioh . 
tho "Orooceds irom the sulc of the debentures hereinbefore author-

ized nre to bo used are not in whole or in part reasonably oharge-

able to operating expenses or to income, 

IT IS :EtBREEY O?J)ERED that Great i10stcrn Power COr:lpa.ny 

of Calii'ornin rn.ay expend. tlw :9rocecds from the sale of $5.000,000.00, 

face va.1ue, oflO-year 6 :POl' cent convertible gold debentu:res~ 

dated Novernbcr 1. 1915, ~d payable NovEm:bor 1, 1925, the issue of 

which i"lIlS authorized by this Com.=:ission' s ',deCision otDecember 20~ 

19l5~ ~ the above entitled proceeding, for the followtng purposes 

s.nd on the i'o 11ow1ng conditions end. no t othe:rwis e, to -wi t: 

1. ?roceods :from the sale of said debentures'not in 

excess of the sum of ~3,OOO,000.OO may be used for the purchase of 

t4,998,000.OO, 1'0.1' veluo, of the· capita.l ztocl'::: of City Electrio 

CO!!lPnny· 

2. Proceed.s from the sale of sa.id d.ebentur'es not in 

exoess of :the sum of ~;l,500,000.00 ::lay be used for the construc-

tion of a. SeC01'ld. trc.nsmission line :f'romBig Eend to Ca!cl:and. 

Z. Proceeds fronl tho .salo of said. debentures not to 

exceed the sum of $150,000.00 may be used for ::the construction of 

a third o~b1e across San Fr~cisco Ea~t from ~lameda County to 

Sllll ?re.:::.oisco. 

4. l"roceeds froJ:l the sele of said. debentures not to 

exceed the sum of $100,000.00 may baused for the construction of' 

a f01.'U'th cable across San ]'rMcisco Bay. from Alamed.a County to 
San Francisco. 

The authority hereby grOllted iz. given only subject to' the 

following cond.itions: 
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(1) The price at wh.ich the capital stock ot City 

Electric Companr is being purchased 'by Great West,ern Power Company 
, . , 

of California. namely. the sum of ~3.000~OOO.OO, shall not be used . 

'before the Railroad Com.m.ission, or any other public autho=ity. as 
, . 

representing for rate making. sa.le. issue o:f sec'llJ:'ities. or e:D.'1' 

other purpose, the yrescnt value ot the pl"o:perty af:' Citr Electr:lc: 

Company or of any equity therein. 

(2) Gret!. t Wes tern Pc,w'er Company of California, before' 

using any portion of the proceeds from the sele of said debentures 

for the purpose of l'urcho.sing ca:pital stock ofC1ty Electri0 C01IrPa:o.r; 

shall f1rst have secured from the Railroad Commission a supplement-

al order reciting that Great We~tern Power Company hils filed with 

tho R$.ilroad Cozm:iss10n e. stipulation satisfactory in form, sg:ree-

ing that it will cX)?ond so.id $3~OOO~OOO.OO to berecei:ved, from 'the 
. ' , 

sale of saidcap1 tal sto ck of 01 ty 3lectric COIDpe.DY. only a::f'ter 

haVing secured from the Railroed Commission an order or orders 

a.uthorizing the c%pendit\U'e of said mone1. 1n the same manner as 

though said $3,OOO~OOO.OO bad come to the treasUry of Greet Western 

:Power Company from the issue ot seouri ties oi' Great \Vest ern . Pacer 

Company autnor1zed, by the Railroad Commission. 

(3) Great Wes ternP'ower Company 01 California shall . 

not expend a:r;s portion of the proceeds from the sale 0:£ said de-

bentures :for the constl"tlotion of t:te transmssion 1i~& from :Big 

Bend to Oakland. the third Ba.y cable. and the :fourth Bay cdlle until. 

said company has filed with the Railroad Commission eo detailed esti-

mate cf costo! construction nnd shall have reco1vedfrom the Rail-

road Commission a supplemental ord.er authorizing, the e~end1ture o:f. 

moners for said purposes. 

~1 tho provisions of 

Deoember 20~ 1915~ in the above ent1tled ~:roeee<L1%lg,. except in 

-~-
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80 far as modified br this First Supplemental Order. shall re~1n 

in ~l !orce and effect. 

~o foregoing First SUl'!,lemental Opinion end Order are 

herebr approved and or'dared filed as the First Supplemental Opinion 

snd Ord~r of the Railroa.d ComInisst on of the State o:f" ,Ca.li:f~?1a. 
",,' 

.. I , 
; ~., " 

Dated at San Francisco. 'California.. this 29th da:1',,:o:'! 

December. 1915. 

C~mm1ss:s.oner8., ' 
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