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In the matter of tbe app11c~tion ot ) l~ 
Mod~e County Irrigation Co:r:npaJl:9" :f'or } R~ 
authority to iSSUc9 bondS. notes or ) • 
other evid.ences of indebtedness etc. {A:ppliCo.tiOtl no. 1089 
payable a.t periods of more tb3.n 12 J 

monthS' p and for So eer'tifica.-:e; of ) 
public convenience and nccessitj". at,e.. ) 

Alfred Grundy tor ~pplicant. 

R· ~. Redwine for Supr1sc Valle~ 
Irrigation Companr. 

F. ~.. Tyrrell for certain creditors 
. of a:p:pl:tea.nt. 

EDGERTON. ·Commi ss ioner. 

OPINION _ .... -------..-. 
Authorization is asked.for the issUaJlee of $750,000 

tace value of 'bonds to bear interest at not to exceed 7, per cent 

per ennnm and to encumber the property of applicant for the ~ur-.' 
:pose of securing tile payment of said bonds. and for s. certi!ica.:to 

that public convenience and necessity require the construction 
and operation of applicant~s. ~lant. 

Asste.tedin the ap~11e&tion, the proceeds from tho c. 
sale of sa.id bo-nds are to be used "to construct the proper a:.c.d 

I , 

necessary d.tlms for impounding water 3.ec'tl.mtll~t1Zl.g. in 'Cow.'.l:.oe.d' 
kUce in the northeastern :pa.rt of Mod.oc County. California. t,o 
construct "the necessarY' and proper tunnol for an outlet for the 

impounded water,. and. a. ms.:tn canal with prO'per la.terals fora. . 
distri'bttt:ton o! the same water in £lJl irrig&t:tc.g sy:::tC'm to; &p-

"f " ',~ 1 

prO'X1matel,y 50 .000 a.cres of '.a.rs.blo land ,loes:ted in the v:tcin1t :r . 
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now and. and UlU'eelaimcd.. w. 

J..pplieant has. outstanding.obliga.tions of about $85,000 
Which i~ is ~ropo30d to P$Y of~ with a part of the proceeds trom 

the Sale of thece bonds, aIld with the bo.la.nce of such procee:ds to 

construct its, e~etem as above sot out. 

It was explained a.t the hea.ring that t.ne- oonds are· to 

be sold at the bost obtaina.ble :p:-ice. which might be as lowns 

80 per cent of tace' value, and that the entire plant ot applicant 

Was to be built from this bond money. 

It is plain, therefore, that· instea.d o~ 8.. margin 1ll 

t~e valuo of property- . over the :fa.ce o! outsta.nding obliga.tions, 

a.pp.licant would et~ off with' less propert.y- than :face o'! bonds 

outstanding. oqual to the amount that these bondS were dieeo~ted. 

It is true tha.t at the hearing we' w~re urged.' to eonz'idor tbat 

after the construction of app11c~t's pla.nt, contracts. would bo 

Ill$de with persons taking ttp govermnent land. which could be' 

irrigate'd, from thi::: syste1ll, and that these contracts' would';"oe 

:put under t:o.e lien o! these' bonds a.nd would form a. s.u'bs."t.e.ntisJ. 
:part of the S'c,cu:r:1ty theretor .. 

Ido not. 'believe ths.t such contracts which 'are Jll&rt) 

agroemente to take' and pay tor water are· proper. sccuritj ~or the 

issus.::.ce o! bond.s. 

At;the' hearing it was statod that an action had been 

commenced in the: Superior CO"J.rt o·f Mo,doc Co.~ty against, a.pplicant,. 

in WJ!1ch aetioll the right, of a.pplicant to take wat.er from Cow.he.a.d 

Lake or Pelican Lake wa.s a.ttacked. a.nd the representa.tives of'ap-

pl1cant. edl:Utted that if this Ilt'te.ck wae s'O.ceesstul it w:ould.'b~ 

deprived of pro.et1eally' all. of it.s a..vs.il&.ble. wG.t~r. ' 

I think thi~ e.:pp-liea.tion should. O() dismis$ed witho.ut 
'., 

prej'O.die.e. '1".a.e :p=oje~ itee.lt,. tro~ the evido:aC&, se~$. 
. 

:D'Ol"5:torioue. Appa.rently thore is a. largo- tl.mo-ant 01 ws.:ter in. 

rec.solla"ole proximty- to government land and if~ the ws.tc~ a.:o,d 
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land are brought togetberb:y a project. such as appliec.nt pro-

poses 9 much good would. re'sult 9 but IIlllch hana v/il1 result if 

this project; 'be le.unehe:d upon financitlJ. ba.sis which will res:c.1.t . . 
in be.nkruptc.y .. 

Furtbe:r:'ttore 9 the controvers:y Which has' arisen as. to 

a1>plicant '$ right to take wate.r from COVl.head aJld :2elican Lo.ke.$· 

would proba.'b17 render it impossible to sell the bondS., even it 

authorized by the Commiasio:z:.. 
I recommend that this applica.tion be dismissed ~tc 

leave to a.pplicant to ren~ tho same later upo:c.a basis of 

ce.pit.aliza.tio:c. which will insure a reasonable :no.rgin of tang11)le 

property over face of outstt',nding obligations, and that· s.:pplieant 

thl3reUpOIl be require'd to show a. rea.sonab·J:y seeure right t.O t~e 

wa.ter from C:owl:.ea.d or Pelics.:c. Lake.s. 

I submit· h0rem:t.h the ~611owins :form of order: 

·OR1)'ER - -'~.~-

... 

Application b.s.ving been made- 'by Modoc County Irrig:ll.t1on 

. c.o:ra:9an:y for a. certificate: o:! 1'ubliC cCIlvenie·:::lc·e· and. necessity and' 

for an order authorizing tho issue of 'bond3, end for sn. or~cr 

authori%i:og the oncUIllbering of its !,ropert,y as S'o~urit.:v .for the 

pa.yment of such bondS, and a public hearing having been had and 

it appearing t.o the Commission that this applica.tion should. be 

dismissed :Cor the reae:ons set out in the 1:oregoing opinion, . 
I~' IS ~y ORJ)EP.EJ) by the Railroad c.o:mn4ssion of 'the 

State of Ca.lifornia \ that this. application be and th~same: is here-

by dismissed without l'rejudice. t·o the filing of SJlothera:pplica-
I· 
1 

tion as suggest.ed. in the foregoing opinion. .1 

~e foregoing opinion and order arc hereby a:pprov&d 

a.nd ordored :tiled. as \the- opinion .o.nd order of the bilro.s.d 

Commission of the St.s.tc of California. 
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Ds.ted at. SaD Francisco. California. this /6· ;cL. 
daY' 

of ~, 1914. 
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