
Deci sion No. )., lit 2 () 

In the Mntter of the A:p:plic:s.t:1.on of 
:PORT COSTA WNrZ3. CO~'Y, a. corpora
tion. for an oreler authoriz illg the ) 
execution by it of a mortgoge or dead) 
o~ trust securiDg an a.-ethorized. issue ) 
of $1,500,000.00 :principal ~ount of } 
its first mortgage gold bonds, and ) 
the 1ssc.a.nce thereunder and ssl.e of ) 
$450,OOO.OO.:princ:1:pn~ amouDt of its ) 
sa1 d first mortgag a gold bonds. ) 

Al?p~iCtlotion 
i'Dmbar 
10,~26 

Good.fel~oW. :Eells. l!oore and Orrick,. 
by T. U.Dahlquist, ~or App~1cant. 

BY TEE COWl!: SSION : 

O?INION 

Port Costa Water CO:::lPa:c.y a.aks permis:.sion to exeoute its 

first mortgage or deed of trust to 'be d2.ted J'O.Xl.e ~, J.924 to seoure 

the p&yme~t of a total a.utborized issue of $1,500,.000.00 principal 

s.mO'tlnt of first mortgage bonds and to iSSue am sell $4:50,.000.00 

of ~ :per cent 12 year bonds, tbe payment of wbicb. is to be se-

cured by su.ch mortgage or dead. o£ tro..st. ~end.ing the author1za-

t10n and. issu.ance of sc.cb bonds, applicant a.sks permiss:lon to issue 

iDterum certificates. Reference wil~ beres.~er be made to the 

p'Crposes: fo::' whicb a.pplicant asks permission to use tbe proceeda 

obtained from. tbe saJ.e of tbe bonds. .1ppliom.t bas sold the 

bonds. ::m.bject to tbeir issue be1Ilg e.ut!l.orlzed by the Com:::niss1on~ 

to ?1erce, Fs.ir and Co~ tmde::- c.n agreement dated May 23,. 1924,. 

Whlch a.greement the 'Commission is. asked. to appl"Ove. 

Port Coote. Water Compfl.1lY has outctamirog $500,.000.00 o~ 

cOtlmon at ook. It:: outst::mding 1nd.ebtedness, a.s of l.I:&y 1,. 1924,. 
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a.. Six por cent :r:ortgsge IlO to,. ps:rab1e Oct. 1,. 1926 
to S6n ?rsne1cco Savingc & Lotm Soo1et:r • • • • • $300,000.00 

"0. 31ght:per oent bonds 85,.000.00' 
Due JUne 1, 1924 • • • • • • $20,000.00 
Due Jttn& 1, 1925 • • • • •• 3O~000.00 
Duo :nno l,. 1926 • • • • •• 35,000.00 

c. Six per oent note payable to Bank of M.D.rtinez 3,000..00 

d. Othor 1ndebteC!.ness (acco'C.D.ta payable) 17.896.85 

Total Debt ~'Y l, 1924 • • • • !(4OS,S96.S5 

On July 27, 1917 by Decision Number 4484 in Ap~11cut10n 

N'Omber 3039 (Vo1'lll:le 13 0Jt1:c.ions and. Orders of the ::i!B.ilToad. Comm1ss::tOll 

of Ca11fo:rD18., page 563) the Rd.1I'Oad. Com:::1 ss10n authorized. :Fort 

Costn Water Company to join With ?ort Costa ~evelopment Company and 

:Mt. Diablo ~eve1op::lent CompmlY in'tho 1ssue of 8. $385,.000.00 Six 

per c~ 6 70er note. on Novem"oer 24, 1919 by Decision N=ber 

6864: in A:p:plioe:tion N-a:mber Sll9 (Vol'tlm.o l7 Op1ll1o:ca and Orders of 

the Railroad Commi osion of Cali forms., page 577) the CommiBS1on 

authorized ?ort Costa Water Comp~ to join With the above ~entioned 

oompan1es 1n tho issue of So $lOO"Ooo.OO Six per cent not.c pa.ya.ble 

July 27, 19 23. :By DeCision Nt:::lber 9134, dated J'tme 22,. 19.2J., in 

App11cat10neNmnber 3039 and Ntmlber 5l4S (Vo1'ttne 20 Op1n1ons ald Ord.ers 

of the ~Ul'Oad. Cox::l1cs1on o'! Cal1!or.a1s.,. page 120) the Commission 

authori~ed. Port costa Water CO:lllSDY to ass:m.e the· p~ent of $300',000. 

of the amo'tUlt CLue on the a.bove notes and autho lized the co:r:psny to 

extend the matur1t:7 o:f the debt eo assumed to October 1, 1926. 

On June 8, 19Z1 by Decis10n N-wnber 9066, a.s amended, in Ap,p11oat1on 

N'tIlll'ber 6a62 (Vol:ame 20 Op1:c.1onl3 and. Orders, of the ~lro&.d. Comm1 a

Sion O'! Cal1forlli So, page- 25) the 3.31lroad Cocm1 BS10n authorized 

:Fort Costa Wato:- COI:ll'llnY' to 1ss'Ce $125,.000.00 of 8 p&r eent boncls 

due as follows :- ~'l5,OOO.OO on June 1, 1922 
20 ,.000.00 on June 1, 1923-
25 ,.000.00 on June 1,. 1924 
30 ,000.00 on J'Dlle 1,. 1925 
35,000.00 on June 1, 1926 
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The bonds were sold by the compa.ny a.t 94t per cent of their fa.oe 

value and a.ccrued interost. Of the bonds sold. $60.000.00 have 

been paid. lea-viIlg outstamiIJg the $30,000.00 due J'tlne 1, 1925 aDd 

the $35~000.00 ~e June 1, 1~26. 

Port Costtl Vlater Compn:cy now asks permission to 1e:sue a.m 
sell ~jI450.000.00 of ~ .. per cent 12 year bonds at 94 :per cent ot 

the1%" fno& v~ ue AXld. tlooru.ed. intereot in oricr to obtain to.nda to 

:paY' tho $300,000.00 o:! 6 per cent notec due .october l, 1926, to pay 

·the $65,000.00 of 8 per cent bonds snd to re1m.'b-arse its treasa:r:v 

because of moneys expeDded to Ptt3' $60 ~OOO.OO of e p ~. cent bonds 

which have :c.a.tured, am to reimbu.rse its trea.sury beo8.Use o:t 

moneys expended for add1ti~s 2nd bette~nts de~cr1bed in its 

Exhibit No.2,. the moneys expended for s-'OCh .additions and. better

ments to May 51, 1924 being reported at $38.976.38. 

The tezt1mo~ o:OOws thc:t applicant mA"3' have to pay 8. pxoe

mium of 1 per oent 1f it redeems the $300.000.00 note due October 

1,. 1926. The $65.000.00 o~ 8 per cent boDds are non-callab1e. 

:Pierce, Fair an a. Co~any, who have agreed to :purohase the oompsny' 8 

new bono.a, ~e, 'Qno.e-r thell' ag:reem.eut 0:1: Me.1 2.3, l~~, obligat.ed to 

eompnn.y ~eeS' that it will. :PSi7 them the 1>8% va.l.".,e of bonas :pUT

ehased together with seemed interest to the date of their del1verr 

to tho oompany Wld a. sc..!!1c1ont premitml to eDA'blo aa.ch ~:rcha.eelJ 

to 'be ma.de on a. 6 per cent btJ.d. s. It is of reco:rd. tbAt the 

$20 ~OOO.OO of S per cent bonds due J'U:le l, 1924 were pa1d. by the 

com:pmy a.nd that no prer:1mn will 'be. paid on such bonds, even t.hough 

they are referred to in the ngreec.ent with ?ierce, Fair a.nd Cortpany 

as bond.s outst!lXld,1ng. The eom:pBllY :£urthe:r a.grees to ae:po Sit 

a~:f1c1 ec.t :fUndo wt th the tra.stee to provide for ·the pa,ment of 

SIlch S per cent boDds as Ca.Il:OOt now be pa.rohased., ill order that the 

co::npSlY'S p:,opert1e3 TNJ::r 'be ro1otlocod from the mo%'tga.ge securing the 



It 1s urgGd. tr.:l.t the company s~uld. at thi s time be per

:litted. to isStle bonds to reftuld or pay the $300,000.00 note due 

October 1, 1926 for the reason that no one can forecast the fina.n-

cicJ. condi ti ons tha.t r:zy en st When the no te 1 a due. The Commis-

sion is asked to ll.uti=.orize the issue of 'bonds on a oaSis of about 

7-: por cant (co:lSide:r1Ilg disco'C:lt only) to refund Do notel:;.sued on 

a 6 per cent baSiS. There was no evidence iILtroduced to allow 

that the llOte ca.nnot at a later da. te be ref'cnded. on a more fa.vor-

a.ble basis. It is common k:oo Wle doe tho.t -the general trend of 

interest rates is downwnrd.. Moreover, the eel'lJings of t:l::t13, util-

i ty for the past two yea:r S M'V'e been 1ncreas1l:g caused by a.ll 1n-

crease in business Sl:.d a:c. increase in ratec. I! the ref''ClldiIlg o:! 

applicant t s fc.nded debt, :::lote a.m. "0 o:::l.d.s, 1 s carried ou.t as propo s&d. 

there will be an increa.se in the :funded debt of appl1cs.:at beoause 

of such re:OJ.ndiDg o! $28,500.00 a.!ld. an 1ncres.se in the snnual inter

est charges illcludiDg smortizstion of debt diseomlt of at least 

$3,600.00. The Com::U.S'sion will not autboJ:ize the issue of bonds 

in the amoo.nt proposed bY' 8.:pplica.nt to pay it s fc.nded debt. For 

the po.:rpose of ~y1Dg its ftmded debt a.ppliee.nt Will be authol."'1zed 

to issue $357,000.00 of bO:lds, the interest on wbicb. 1s approxi

:c.ately equivalent to the interest on the !'anded debt which applioant 

intends to pS:Y'. If applica.:J.t needs any add.1tionaJ. moneys to re-

tc.nd or pa.y 1 ts funded debt~ sc.eh t:loneys :nust be taken froc ftmds 

realized frctl the sale of bO!lds s.ut:b.orized to ·oe isso.ed to :re:1mburse 

its treasa.ry beca.use of ee.mi:ogs expended for a.dd.1tions and better

ments, or frcm fc.nds 01:ltai:l.ed ira:l soa.rces other than the 1ssue o~ 

bO!lds. To re1.m.b"J.I'se e.pp11cant t s trea.sa.ry the order will aut:borlze 

tbe issue of :;:34~OOO.OO of bonds. The orde; will also authol'1ze 

a.::?pllcant to iSStle $2~,OOO.OO of bonds to "J?8Y' om:rent indebtedness. 

and $37,000.00 of 'bonds to pay for a.dd! tiona and betterment a install

ed so.bsequent to June 1~ 19 24~ provided :tha.t the pI'Oceeds. obtained 

from tho mle of the $37 ?OOO.OO of bonds be expended omy for such 
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:p'tl.,""!,oses as the Co::::l1ssion nll authorize by sapplemental order or 

orders. 

On June 9th. applicant filed. With the Commission a copy 

of the proposed tErllporc.ry certifica.tes which w.Lll be issc.ed pend

i%lg the delivery of the dafiniti va bonds, tina. 'th e J:l.greement under 

Which SIlch certi:f1cs.te s Will be issued. Both are in satisfactory 

form. 

App11 ca:lt has not yet filed with the CommiSSion a. copy 

o'f it s proposed first mortS'Sge or deed of trc.zt. The agreement 

betv!een applicant end :Pierce, 10.1r snd. COtlPallY, dated. !le.y 23, 1924 .. 

which agreement the CoI:l::J1ssio::l. is asked to &J?Prove, outlines sane 

of the prov1 sions th.tl.t are to be incorporated in the mortgage or 

deed. of truzt. It proVides that the mortgage or deed of trt4Bt 

ah:lll proVide for a SiDking fa:l.d. into which one half of tbe annual 

ea.rn1ngs of the cocpany, s.!ter interest charges, sha.ll be pa1d pro

v1ded that in no one year sb:lll the CO:::lP3nY b<9 reqUired to pq into 

the silJk1!Jg f'lmd. mo:re tban 10 per cent of the par -value of tb~ out-

sta.Dd.ing bonds 1lllder the mortgage. The money ps.1d int 0 the 

s1Ilking fuc.d. "CAy be used ei'ther to redeem bonds issa.ed. under sa.oh 
• 

mortgage or for c.ddi tiona and betterments against wbich no future 

bond.s mD:Y be iSS'1l9d. The oinki:cg f'Clld proVision shoUld p:rov1de 

for the deduction from the annual eo.mi:cgs ot maintena:cc:e and. operat-

i~ expenses, taxes and. d.epreciation, ss well as interest charges. 

The firzt serie s of bonds are to mature in l2 years and. 8%"0 to bear 

interest a.t the rate of 50! :per cent per a.nn:a:n end be redeemable as 

s. vf.o.ole at 1059 or for s1llk1IJg f'c.nd :pUlj?oses a.t 102. The &gree-

mont refers to the reftmdiI:g or payment o:f the company' a indebted

ne ss and to 'the issue of 'bonds equal to 60 percent of the aotusJ. 

cost of additions and bettements Vf.a.en the total. interest require

ments of the cO:llpac.y,together With the interest requirement on'the 

new 'bond.s to be i SSIled, a.re covered. better than 1-Zj4 times for 12 

consecutive months of the 15 months 1m:led1a. tely preced1:cg the app11-
. 

cation for the sale of such e.dd.1 tl:onaJ. bond:::. It oceur 8 to us 



thtl.t this provision will not permit the comp~ to use any bond.s 

~or collateral purposes. The word "authenties. tion" should be 

sa. bst1 tuted ~or the wo rd. TT ~e" • T~ Commis:~on 'Will not 8.l=Prove 

tbe agresnent as ~bmitted.. It will approve the same only as 

a.ffirmatively ind.1cateQ. in this opinion and the order following. 

ORDER 

zort Costa. Wa.ter Com:pany 9 he.Ving a:pplied to the Railroad. 

Col:l:l1sSion for permission to execute 1), mortgage or deed. 0'£ trust 

and. to iSSue ~50tOOO.OO of bo:o.d.s. a. :public hes.nng haV1:cg been 

held before Examiner Pank'M.user. s.m the Railroad. ComI!l1s'sion bemg 

of tho opinion th:l.t the expend.1 t"ares herein aut:b.or1ze~ are not in 

whole or in part res.eon.abl~ charges.bole to operatiDg expenses or to 

income and that aP:9lies.nt should be s.utl:loJ:t.zed to is'sue the 

$450,.000.00 of bonds for the :ptl.%l)o Ses indicated in 1;b1s order and 

none other. 

IT IS EEREBY OR.:)Z:ED, a.s follows :-

1. Port Costa Wtl.ter COI!lpmy mAY is 8'tle s.nd. sellon or 

before October It 1924 t $450,,000.00 of ~ per 

oent first mortgage 1.2 year bonds and use the 

proceeds :eor the following :pur:poses :-

s.. The prooeed3 '£::O::l ~357 .000.00 o:! bonda to 
"Cay Or retc:c.d the :;>300.000.00 no te s.l:Id the 
.~65.000.00 ot bonds referred. to in the 
:toregoing opinion. 

b. The proceedS from $34:.000.00 of bonds to re
imburse 1 t s trea.::ury because o~ ea.m1ngs ex
::pended ~or a.dd1 tioIlS and betterments prior 
to J'tlD.O 1,. 1924; stlch proceeds ma.y there
eiter be med. '£or general. corpo~te ::puposes. 

c. ~he proceeds :!rot:l $22,.000.00 ot bOMa to PS3' 
cur::ent indebtec:c.ess referred. to in the fOre-
goiDg opinion. • 

d. Z'lle ::proceedc :from $37,.000.00 of bonds for 
~ch puxposes ~s the Co~ss1on Wi11 here
after a .. cthorize by So sa.pplementsl. order or 
orders, 1t bei~ understood. that sa.1d pro
ceeds ~y be used only to pay for additions 
and .. bettermonts !:lade subsequent to J'tme 1, 1924. 
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2. ?ort Coste. Water COtlps,lly' ma.y execute and iscue tempor-

o.ry oertifiCAtes si:n1lar in form to the certifi

oat.e filed. with the Com=.isSion on June 9" 1924. 

and. ~ay execute s.::l. sgre EClent similar in fOD to 

t~t filed with the Commi SSion on sUo. da.te, de

fini:cg the te::r:lS a.ni c ClIldi tiona 'Qllder Which the 

temporary corti! icate s So:re 1 ssued. 

3. The a:a:thon ty he min gX'S.Ilt ed wlll. bee ome effective 

when a.pplicant has paid the fee prescribed by 

Section 57 of the ?ublic Utilities Act. 

4. No bonci: may be deli ve:red. tmtil tho Com:m1 ssion has 

a.uthortzeQ. a.pplicant to execute a. mortgage or deed. 

of tro.zt to secu:-e the pnyment of the bonds. 

5. The agreement between ?ort Costa Water Comp~ and 

?ierce. Fair s.Dd Cocpany, da.ted May ;a. 1924. a 

copy of which is on file in this prooeeding, is 

approved to 'the extent indica.ted in the opinion 

wbich :preced~s this order and in thi s order, such 

a.p:provsJ. t however, be~ liI:lite d to the extent 

that af:f1r:nc.t1ve Cl.pprovsJ. 10 given. 

6. 1t..ppl1 cs.nt shc.ll keep such record of the 1sS'lle. ooJ.e aDd 

de11 very of the com..::: herein authorized and of 

the d1s:POsition of the proceeds as Will enable it 

to fi 10 on 0::" before the 25th. iJE.y o~ eae:h tlontb. 

~ verified. report, a.s reqUired. by the Ea,ll:rond 

Com,us's1on' c General Order N'c::n".ber 24. whieh order,. 

in so ~er l;;I.Z applicable, is !lade c. :part of this 

order. 

DATED at So.n Franci seo. Cs..li ~o=::::i s.. thi e 
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