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BEFORE THE RAILROAD COMMISSION QF THE STATE OF CALIFORNIA.
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In the matter of the application

¢f Fresno Interurban Rallway Con- ]
vany for authority to issue stocks Application No, 1084,
sand bonds.

C. O, Whittemore, for applicant.

LOVELAND, Commissioner,

Sixth Supplemental Opinion

Fresno Interurbsn Railway Company has heretofore
undertaken the construction of an electric line of railway
vetween Fresno and Clovis, Fresmo County, & distance of ap-
proximately nine miles, The applicant has now altered its
plans and proposes to construct from Fresno to Sanger Road.
It haa'already built over ten miles of its main line, and
vas partly completed four and one-half miles additionsl
track.,

Under orders of this Commission the applicant has
heretofore issued to the contractors who are building the
railway, 3149,?66 of Ate first mortgage 6 per cent ten yeg;
vonds, snd 269 shares of its stock of the par value of §100
per share, It hasa heretofore issued 100 shares for organiza=-
tion purposes. The applicant proposes to revise its finan-
¢izl plan end to issue first mortgage 6 per cent twenty=-Lfive

year bonds in lieu of %the vonds now outstanding.




ﬁThe present application as amended under date of
July 5, 1916, is for asuthoriiy to issue 3133,300 par value
of the proposed 6 per cent twentyffive year bonds, and to-
isgge 231 additional shares of stock of the par value of
$100 yper share,

The applicant's line of railway 13 being constructed
under contract by Mahoney Brothers, wialca contract provides
for certain comstruction to.be done for a certain fixed sum
to be paid to the contractor, parfly in bonds and partly in
stock. This contract, however, was not adher?d to either by
the rallway comnany or by the contractor., The present appli-
cation yrovides for a setilement between the rallway company
and the contractor as of larc¢h 1, 1915.

After revision by the Engineering and Auditing De-
partments of this Commission of the figurea‘submitted by the
applicant, it appears that the reasonable cost of applicant's
line up to Marcn 1, 1916, for work actually performed by the
contractor, including the contractor's profit of 124 per cent,

was $120,821.21. . ”
In addition to this it mypears that the applicant ie

indedted to the contracgor for moneys advanced for the purposes
of the rallway, in the sum of $37,055.28. This brings ?he total
apparent cost of the railway project as of March 1, 1916, to

$157,876.29. | .
Included in the sum due the contractor 18 $10,396,27,

representing an operating deficis, whickh was advanced by the

contracior.

T believe that for the purpose of the issuance of se-

curities, tals sum of $10,396,27 should not ve capitalized, and it may




therefore, be more yroperly represented by promissory notes.u

Trereafter, if it shall appear 10 have basn o proper develop-
nent expenae, it may be either amortized or, ir "a proper ﬁhqw.
ing be made, capitalized.

The applicant has accepted the revised figures of the
Fngineering and Auditing Departments of this Commission and
there remaina, therefore, ﬁerely a proper division Yetween the
amount of atocgs and bonds which the Commission may determine to
authorize at thie time,

The applicag%iits ten year 6 per cent bonds at 90, or
on & basis of epproximately 74 per cent. Its new issue it pro-
poses to sell at 80, or on a basis of approximately 7.8 per
cent.

. It apoears that while this setilement is as of March 1,
1916, some sdditional work has been done on the railvay‘which

will come under the lien of the bonds herein suthorized to be is=-

sued,

In view of this I believe the applicant may be author-

ized to issue $149,700 of first mortgage 6 per cent twenty-five
vear bonds to refund the outstanding issue of $149,700 of first
mortgage 6 per cent ten year beads. It will therefore require
the issue of only 81 additional shares of stock to complete the
proposed financisl plan. The result of the suggestions beréin
wade will give the applicant an outstanding issue of $149,700 of
first zortgage 6 per cent twenty-five year vonds, an issue of
450 shares of stock of the per value of $100 per shere, and 2

note in the sum of $10,396.27.

Applicant proposes to execute a mortgage and degd of
trust to Mercantile Trust Compaly of San Francisco to secure N

its issue of bonds. This mortgage and deed of trust will provide
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for the isaue of $1,200,000 of vonds, veyeble on Janwery 1,
1942. The bonds will carry 6 per cent intorest end will be
calleble ut 102%. Coritain edjustments are to be made in this
mortgage and deed of truast.

The spplicant hes plans for tho extenslion of its

railwey, and as these plans progress, mey be glven additional

entrorization to issue stocks end dbonds +o cover tke cost of
its erterpriscc.
In view of the foregoing, I submit the followlng

form of oxder:

Sixth Supplementel Oxder

Fresno Interurven Reilwey Company having applied
to thiz Commission foxr aunthorxrity to issue stocks and bonds
as set Torth in the foregoing opinion, ond & hearing having
boon held and it appearing to the Comnission that the stocks
and bonds herein suthorized to be issmed are not in whole or
in mart reasonably chargeable to opcrating expenses or to in-
come, and that the note or notoes herein asuthorized to be is-
sued may be later found to be chargeable to incone,

IT IS HERTRY ORDERLD thet Frecno Intoxurban Rallwey
Company be granted suthority and it is herody granted authority
o icsme $149,700 of first mortgage & per cent twenty-ilive year
bonds under & trust indenture betwoen Fresno Interurben Rallwey
Compeny and Mercantile Trust Conmpeny of San Franclisco, when the

same shell have boen approved by this Commission.




IT7 IS FURTEER OZDERED that fresno Interurban Reilway
Company be granted authority end it is hereby granted sunthority
to issue its note or notes in & sum not to exceed $10,396.27.

IT? IS FURTHER ORDERED that Iresno Interurben Railway

Company be graonted cuthority and it is heredy granted euthority

to issue 81 shares of its cepital stock of the par velume of $100

ver share.

The suthority herein glven is given upon the following
conditions and not otherwise.

(1) The bonds herchy sutborizod to be issued shell de
issned in exchange for epplicent's outstanding issue of $149,700
of first mortgage 6 por cent ton year donds, oand the bonds here-
by suthorized Vo be issued shall only be issued upon the sarren-
der end cencellation of all of the $149,700 of first mortgege
6 per cent ten year bonds 20w outstending.

(2) Theo note or notes herein suthorized to be issued
ghell be for a term not to exceed three years, at a rate of in-
terest not to exceed 8 por cent, =nd shall be issuwed to Mshoney
Brothers in payment for sdvances made %o cpprlicant dy said Me=
boneoy Brothers.

{3) The 81 shares o2 stock horein authorized to be
issued may be issued by the epplicant to Mahoney Brothers in
further paymert of woxrk done by said Mshoney Brotkhers on appli-
caxt's line o2 railway, ox for advancos made by Mahoney Brothers

wp vo Moreh 1, 191c.




(4) fTe bonds, note or notes, and stock here-

in authorized +o bo issuwed sholl be in full of sccount

of crrlicaent’s indebtedness te Mcohomey Brothers or otzer

artics £or the ¢cosSt of coxstruction in conmection with

cpplicent’s reilwey, wp to Mexch 1, 1916.

(5) TPresno Interurban Reilwey Compeny shall keep
separate, true gnd accursto sccounts cshowing the receipt
end epplication in detail of the proceeds of the sale of
+the sitocks cnd bonds heoreby suthorized to be isswed; snd om
or before the tweniy-L£ifth day of esch month The compoiny
choll meke verified reporis to the Commission stating the
sale or sales of sald stocks and bonds during the proceding
montr, the terms sud conditions of the sale, tho moneys ro-
elized tnerefrom, and the use snd application of such moneys,
g1l in cccordance with this Commission®s Gomoral Ordor No. 24,

which order, in so Pexr as epplicsble, is made ¢ part of this
order.

(6) The sutnority hereln granted is oonditioned
upon the peymoent by the applicant of the fLee proscribed uwn~

dor tre Public Utilities Act.

(7) The subhority herein granted shell opply %o

such stocks and bonds o8 shell neve beon lissued on oY befoxre




December 31, 1916,

The rofegoing Sixth Supplementa;‘Opinion and
Sixtn Supplemental Order arc hereby approved and ordered
£iled a5 the Sixth Supplemental Opinion and Sixth Sup-
plemental Order of the Rallroad Coxmission of the State

of California,

Dated at San Francisco, Californis, this /QVEQA

day of Jﬁly, 1518.

Commiassioners.




