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In the Matter of the Aspplication of ) \p \'5] \3\_;54 L
PORT COSTA WATZR COMRAKY, & corpora- ) ) -

tion, for an ordex authorizing the )

execution by Lt of a mortgsge or deed ) Ayplication

of trust Securing zn awhorized issue ) Xunber
of &1,500,000.00 principal amount of ) 10,126
its first mortgage gold bonds, and )
the isscuance thereunder and sale of )
2450,000.00. principal amount of its )
gai d f£irst mortgagoe gold bonds. )

Goodfellow, ells, Moore and Orrick,
by T. W.Daklguist, for Applicant.

BY THE COMGISSIOXN

ORPINION

Port Costa Weter Company asks permission to execute its
f£irst mortgege or deed of trust vo ve dsted Juwne 1, 1924 to secure
the paymexnt of & total authorized issue of £1,500,000.00 principal
amount of first mortgege bomds snd to issus and sell $450,000.00
of 6% per cent 12 year bonds, the payment of which is to be se-
cured by sSuch mortgage ox decd of trust. Pending the authoriza=-
tion and issusmce of such oonds, applicant asks permission to issus

imterum cortificates. Reference will hereafter be made to the

purposes for which applicant asks poxrmission o u:se the proceeds

obtained from the sale of the bondse Applicart has s501d The
vonds, subject to their icssue being suthorized by the Commission,
to Pierce, Fair and Compeay under an agreement dated Xay 23, 1924,
which agreement the Commiscion is asked to ayYPIOve.

Port Cocte Water Company hes outstanding @500,000-0(’0:3

common St ocke. <z outgtonding indebtedness, as of lay 1, 1924,




i8 roported as follows :-
8. Six por cent rorigage note, payable Oct. 1, 1926 -
to Sen Francisco Savings & Loan Sceiety » - - « . $300,000.00
. 3ight per cent bonds : £5,000.00
D’QO me l’ 1924 . & $30,000.00
Dve June 1, 1925 . . . 30,000.00
Due Juwno 1, 1926 . . . 35,000.00
Six per cent note payable to Bank of Martinez 3,000.00
Other indedtedness (accounts payasble) 17,896.85

Potal Dedt Moy L, 1924 + . . . 5405,896.85

On July 27, 1917 by Decision Number 4484 in Lpvlication

Number 3039 (Volume 13 Opiniaons and Orders of the Rwilroad Comission

of California, page 563) the Reilroad Commi ssion authorized Port
Costa Water Company to Join with Port Costa Development Compsny and
Mt. Disblo Development Compary in the issue of a $385,000.00 six
por cemt 6 yoer note. On November 24, 1919 by Deciszion Number
6864 in Applicetion Fumber 5119 (Volwme 17 Opinions and Orders of
the Railrosd Commsission of Californla, page 577) the Commission
authorized Zort Costa Water Compmy to join with the above mentioned
compaxies in the issuwe of & $100,000.00 six per cent note payable
Jely 27, 1923. By Decision Nuzber 9134, dated June 22, 1921, in
ApplicationsNumber 3039 and Number 5145 (Volume 20 Opinicns ard Orders
of the Reilroad Commicsion of Califorriza, page 120) the Commission
suthorized Port Costa Weter Compsny to assume the payment of $300,000.
of the amount due on ‘t;he above notes and autho xized the coxpany to
extend the maturity of the dedt so assumed to October 1, 1926.
On June 8, 1921 by Decision Number 9066, =8 amended, in Application
Number 6862 (Volume 20 Opinions and Orders of the Ralilrocad Commis-
sion of Californis, page 23) the Railroad Commission authorized
Port Costa Water Company to issus $125,000.00 of 8 per cent bonds
due a5 follows := $15,000.00 on June 1922

20 ,000.00 on June 1923

25,000.0C on June 1924

30,000.00 on June 1925
35,000.00 on June 1926




The bonds were sold by the company at 943 per cent of thelr face
valne and accrned interost. 02 the bonds sold $60,000.00 have
been paid, leaving owtstanding the $30,000.00 due J\;.ne 1, 1925 and
the %35,000.00 &me June L, 1926

Port Costa Water Company now asks permission to issue and

sell £450,000.00 of &% per cemt 12 year bonds at 94 per cent of

their faco value ard accrued imterest in orxder to obtain Lunds to
pey the $300,000.00 of 6 per cent notec dme October 1, 1926,to pay
the £65,000.00 o2 8 per cent bonds and to reimburse its treasury
because of moneys expexnied to pay $60,000.00 of 8 per cent bonds
which have matured, and to Treimburse ite Treasury becsuse of
moneya expended for additicms and dbetterments decerived in its
Zxhivit No. 2,.the moneys expended for such additions and better-
ments to Mey 31, 1924 belnmg reported at $38,976.38.

Tha teostimony Shows thot applicant may have Lo isa.y & pre-
minm of 1 per cent i it redeems the $300,000.00 note due Octceber

1, 1926. The %565,000.00 of 8 per cent bonds are non-callable.
Pierce, Felr and Compeny, who heve agreed to purchase the company!s
new bonds, are, wader thelr agreement of ey 23, 19%, oblisaﬁed to
use thelr best efforts to ypurchese the 8§ pexr coent bondse The
conpary agrees that it will pay them the psr value of bonds par-
chased together with accrmed interest %o the date of their delivery
to the compeny and a sufficieat premium to enable such ryurchasss

to be made on & 6 per cent baszis. It 48 of recoxrd that the
£20,000.00 of § per cent bonds due Jwne 1, 1924 were pald by the
compans; and that no vremium will be paid or such bonds, even thkough
they are referred to in the agreement with Pierce, Fair and Company
28 bonds outstandinge The company further agrees to deposit
sufficient funds wEth the trustee to provide for the payxnent of
such 8 per cent bords as canwo® nOW be purchased, in order that the

compmy's properties may bde reloased from the mortgage sscuring the

paynend r'of such bonds.




It 15 urged thst tho company skowld at this time be per-
mitted to issue bonds to refund or pay the £300,000.00 note due
October 1, 1926 for tkhe reasor that no one cen forecast the finan-
cizl conditions that mey exist when the nolte 1s due. The Commis~

sion is adkzed to autrorize the izsue of vonds on a vasis of about

7% por cent (comsidering discoumnt only) to refund & note issuwed on

& 6 por cent basis. There was no evidence introduced to show
thet the note campt at a later date be refunded on & more Lavor=
able basis. It is commoz knowledge that the general trend of
interest rates ic dowawarde. Loreover, the ecrmirgs of this util-
ity for the past two years have been increasirg caused by an in-
crease in tusinecs ard ap increase in ra.tes.A IZ the refmding of
applicant’s funded debt, zote axd bamds, is carried out as proposed
there will be an incresse in the funded debt of applicart because

of such refunding o2 $28,500.00 and ax increase in the a.n.nual inter-
est charges including amortization of dedt discount of at least
£3,600.00. The Commission will not suthorize the issue of bonds
in the amount proposed by avplicant to pay its funded debt. For
the purpose of paying its funded debt applicant will be euthorized
to issue 3357,000.00 of bonds, the interest on which is approxi-
mately equivelent to the interest on the funded debt which applicant
intends to vaye. If applicant needs any ad.cliti?nal moneys to re~
fond or vay its funded debt, such moneys must be taken from funds
reelized from the sale of bonds sutborized to e issued to reimburse
its treasury because of esemings expended for additions and better—
ments, or from funds obtained Lrom scurces other than the issue of
bondse To reimburse epplicant’s treasury the order will authorize
the issme of $34,000.00 of bonds. The order will also authorize
apvlicant to issue $22,000.00 of bHonds to pay ocurrent indebtedness.
and $37,000.00 of bonds %o ey for additions and betterments installe
o0d subsoquent to June 1, 1924, provided that the proceeds obtained

from the mle of the $37,000.00 o2 bonds be experded only for such
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Purposes as the Commission will authorize by supvrlemental order or

orderSe.

On June 9th. applicent filed with the Commission & copy
of the proposed temporery certificates which will be issued pend-
ing the delivery of the definitive Dbonds, and the agreement under
which such certificates will be issusd. Both are in satisfactory
form.

Appli cant has not yet filed with the Commisgsion & copy
of its proposed first mortgage or deed of trust. The agreement
between applicant and Piexrce, Feir smd Conpany, dated May 23, 1924,
whickh agrecment the Commission is azked to arprove, outlines sore
‘of the provisions that are to be incorporated in the mortgage or
deedlof truste. I% provides that 'ghe mortgage or deed of trust
8hall provide for a sizking fund into which one half of the annual
earnings of the company, after interest charges, shall be paid pro-
vided that ik no one year shall the company be regquired to pay into
the sinkirg fund more than 10 per cent of the par velue of the out-
starding bonds uwnder the mortgage. The money paid into the
sinking fund may be used either to redeem bonds issued -ando.r such
mortgage or for cdditions end betterments against which no Zuture
bonds may be issued. The sinking fLuwnd provision showld provide
for the dedunction from the annual earnings of naintenanse and operat-
ing expenses, taxes and depreciztion, as well as interest charges.
The f£irzt series of bonds are %o mature in 12 years and are to bear
interest at the rate of &% per cont per anmun end be redeemable &as

a whole at 105, or for sinking fund purposes at 10Z. The agreo=

ment refers to the refanding or xayment _of the conpany's indebted-

ness and to The issue of bonds equal to 60 per cent of "che actusl
cost of additions and betterments when the total interest require-
ments of the company,together with the interest requirement on the
new bonds to be issued, are covered better then 1-3/4 times for 12
corsecutive months of the L5 months immediately preceding the appli-
cation for the sale of such sdditiomal bomds. It oceurs to us
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that this provision will not permit the company to use any bonds
for collatersl purposes. The word "sunthentication”™ shonld be
gubstituted for the woxrd "sele". Tbe Commission will not approve
the agreament as submitted.. AIt will epprove the same only as
affirmatively indicated in this opinion and the ordexr following.

-

ORDER

2ort Costa Water Company, heving applied to the Railrosd
Commission for permission to execute & mortgage or deed of trust
and to issue $4.50,000.00 of bonds, a public hearing having been
held before Zxaminer Japkbhauger, and the Railroad Commissicn being

of the opinion that the expenditures herein authorized are not in

whole or in part reaeonsbly chargesble to operating expemses or to
income and tkhat applicant shonld be euthoxized to issme the
$450,000.00 of bonds for the yarposes indicated in this order and
none othexr,
IT IS HZXEBY ORDZZED, as follows =
l. Rort Costa Water Compeny may iscsue and sell oxn or
before October 1, 1924, $450,000.00 of & per
cont Lirst mortgage 12 year bonds and wuse the
rroceeds for the following purposes :=

8. The proceeds from $357,000.00 of bonds to
Day or rofund the $500,000.00 note axd the
,1‘5:65,000.00 of bonds referred to in the
Zoregoing opinion.

Tke proceeds from $34,000.00 of bonds to re-
imburse ite treasury because of eamings ex-
pended for additions and betterments prior
to June 1, 1924; such proceeds may there-
efter be used for general corporate purposes.

The proceeds Lrom $22,000.00 of bonds to pay
current indebtedness referred to in the fore-
going opinion. -

The proceeds f£rom 337,000.00 of donds for

suck purposes as the Commission will here-
after awhorize by a supplemental order or
orders, 1t belng understood that seid pro-
ceeds mey be wsed only to pey for additions

and .betterments made subsequent %o Junme 1, 1924.
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Poxrt Coste VWater Compary nay execute and issune tempor-
ary cortificates simllar in form to the certifi-~
cate filed with the Commission on June 9, 1924,
anl may execute an sgreeuent similer in form to
thet filed with the Commi ssion on sgld date, dew-
fining the terms and canditions under which the
temporsry cortificates are issued.

The avthority herein grarfed will pecome effective
wher applicent has pald the fee prescribed by
Section 57 of the Zublic Utilities Act.

Yo borndc may be delivered until the Commission has

| euthorized applicant to execute & mortzage or deed
of trust to secure tho payment of the bonds.

The agroeoment between Port Costa Water Company and
Plerce, Fair and Company, dated May B, 1924, a
copy of whica is on file in this proceeding, is
aprroved to the exvent indicated in the opinion
which precedes this order and in this order, such
approval, however, being limited to the extent
that aflirmetive approvel is given.

Applicant chell keep such record of tke iscsue, Solo and
dellivery oX the boxdic herein zuthorized amd of
the disposition of the proceeds as will enable it

to file on or before the 25tk. a2y of each month

& verified report, as reguired by the Reilroad

Commission®s Genersl Order Number 24, wkich order,
in 80 for as appliceble, is made a paxrt of this

order.
4N
DATED ot San Francisco, CaliZornis, this _J)  day of June, 1924.
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