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Decision No. AN
Wil fAL

BEFORE THE RATLROAD COMMISSION OF TEE STATE OF CALIPORNIA

PR ottt 8 - &

| //Jg’ ON L;ogsgéaa

In the matter of the applicsation ) |
of Peoples Water Compsny for re- ; Application No. 1531

organization.

REDGERTON, Commiamsioner.

PIRST SUPPLEMENTAL OPINION

This Commission has heretofore, on July 10, 1915,
Decision No. 2586, (Vol. 7, Opinions end Orders of the Rail~
road Commiseion of Californie, page 597) suthorized Peoples
Water Compsny to trensfer all of 118 propertiés to 8 corpora~
tion to be hereafter orgenized in consideration of the lssue
and delivery by the new corporation of $8,400,000 face value
of bonds bearing interest not to exceed 6 per cent per anmum
and $8,640,000 par velue of stock. It was proposed that the
bonds snd stock thus issued by the new corporation should de
diatributod gsecording to a specified plan to the oxiating bond-
rolders, noteholders end stockholdors of Peoples Water Company.
The order of the Commiassion approved the issue of
the gtooks axd boxrds in the amounts &8 prayed for. Thereefier,
on Jenuery 31, 1916, Peoples Water Compeny f£iled an applica=~
tion for a modification of the Commission's decision bhereto-
fore rendered in tﬁis matter. In this petition Peoples Water
Company aske for autbority to transfer all of its propeftios
t0 & new corporaxion %0 be called "East Bay Vater Company.
end requeste that East Bay Water Company be suthorized to Kfojﬁi‘

~

exocute s mortgage and to issume to Peoples Watexr Company;fﬂnjjf[3




coneideration for the properties transferred, $9,128,000 of
first mortgage thirty-yoar 5% per cent bonds and $8,000,000
rer value of stock.

In a congideration of the supplementeal applice-
tion herein,it will be unnecessary t¢ review the circum-
stances whiech have bdrought Peoples Water Company to its
present condition ox to set forth the details in regard
to its present status, and the value of its sssets. Theae
matters are covered in the decision heretofore referred to,
No. 2686.

A genersl statement ¢f this supplemental appli-

cation would indicate thet it varies in only minor degres

from the original application in this matter. 3uch is not
the faot, however, There is a wide difference in certain
important particulars. The present supplemental applica-
tion was inspired by the failure of the various classes of
security bolders to agree among themselves 0n the plan origi~

pally submitted by them and approved by this Commission.

These security holders have, to a very large degree, adjusted
their differsnces and Join in the supplemental application
now before the Commission.

While the original plan proposed the issue of
$8,400,000 of bonds and $8,640,000 par velue of stock, and
the present plan proposes sn issue of £9,128,000 of bonds
and $8,000,000 of stock, there is the Iimportant variation
that the original plan contemplated a single clase of stock,
whereas the smended plen calls for three classes of stook,
The original plan provided for an isaue of stock %o the
owners of Peoples Water Compeny bonds, whereas the smended

plan calle for an issus of $700,000 of bonds to these Peoples

-

-

Water Compeny bomdholders in addition to an allottment of stock.




The Proposal hexe under consideration for the issume
of stocks and bonds by Zast Bey Water Compeny may be summaerized

as follows:

Bonds -

' To issue to the holders of the

5,600,000 of divisionel or underly-

ing bonds of Peoples Water Company

sn equal amount of now bonds of ZEast

Baoy Water Company in the Sum O0Ff .ecesessseas $5,600,000

70 issue ©T0 the holders of Peo=
ples Water Compeny collateral notes,
bonds of the new company egual to
the face value of such notes not to
exceed'.-..I.Il.llI...'I.Il".'.ﬁ.l‘...lll..‘ 2,500'000

To Lzeue to the nolders of Peo-
les Weter Compeny bonds, asa amouwnt
of bonds of the Lest Buy Water Com=
pany sufficient to take care of un~
paid interest on such bonds, of a
total nO"J 'CO exceed aeTaesfasEseseeassINIOEEeES 700,000

fo issue bonds o be used %o
provide for wnpeid interest on under—
lying or divicion8l DONAS eseecevessncnsanse 308,000

70 issue bonds to retire purchacse
TODOY MOYTFTALES sevescecracacsennasasnssscen 220,000

TOt&l.-....-.I-.-.-..;.. f;‘p'g,lze,OOO

Stock =

To issue to the holders of Peo=-
ples Water Company donds, Class "AT
6 per coxt Cumulative preforred stoek
of Best Boy Weter Compeny equal to
one-helf the fece value of such Reo= .
ples Water Compeny DOnAS.ceascesansesssveess £5,700,000

To issue to Peoples Water Com=-
vony bondBolders, Class "B" preferred
gstock equal to one=half the face value
of such Peoples Water Company bondsessecv..s. 3,700,000

To issue to present stockholders
of Reooples; Water Company, common stock
of Bas?t Bay . Water Componyeccercacsccssccscsns 600,000

Tot‘gl.ot..c--ooo--a-o-ob $8,000,000

It is proposed thet the bonds shall meture in thirty
years, shell bear interest et the rate of 5% per cent per annum,
and shell be issued under & morigage or deed of trust providing

for a torel iscue of $15,000,000 and restricting the issue of
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new bonds to 80 por cemt of the cost of necessary cepital additions.

The smended plen proposes further that the Class "A"
and Cless "B" stvock to be issuwed by Zast Bay Water Company shall
bo linked in o single certificate so that esch share of such
Class "A™ stock shall be joined in 2 certificate with = like
shere of Class "3™ stock, It is provided tkat these shares

shell be thus tied together watil the Class "3B" stock shall,

.for a period of threc yebrs, have earmed =2ud received & 6 per cent

annnel Qividend,

ALl of the stock is to be ﬁooled wnder an agreement
which places it in trust ueder the direction of a trustee for
five yecors Lrom Jenmwery 1L, 1916. It is further provided that
the trustee shall vote the stock for thirteen directors. whose
names are specified as follows, these directors to serve fpr
a perlod of five years:

Harry E. Bothin, J. Y. Eccleston,
?. E. Bowles, Robert M. Pitzgerald,
Je F. Corxrlston, Stusrt S. Eawley,
William Cavalier, E. A. Heron,
George H. Collins, Perey I. Morxrgan,
Jom S. Drum, Prank Otis,

F. W. Ven Sicklen,

These men have been selected by the variouws interests
involved,

Thet the new plen has the endorsement of nearly all
of tae outstanding security holders, is indicated by the follow-
ing stotement submitted ot tho hearing, which shows the votal
face value of ocach class of securities owtstanding and the
omount deposited in sccordance with the plan here propozed.

Total Total
ISsued Degosi%ed

Contre Costa Water Company ,
Pirst Moxtgege BOBAS .seseseees $2,000,000.00  §1,886,000.00

Contra Costa Water Company
General Mortgsge BondS.sseec.... 1,000,000.00 976,000.00

Qakland Woter Compeny Bonds ... 1,500,000.00 1,443,000.00

© 4,500,000.00  4,405,000.00
Porward ~ 4 |




notal Totel
Issued Degosifed
Brought FPorward - $4,500,000.00 @4,405,000;00

Eest Shore Water Company ‘ .
Bonds.l.-..'.I.-.t..lt.......‘..tll.. SOO’OOOOOO 485,000.00

Alémeds Artezien Woetex Company '
Bonas.hlll.l......l..'...'........l.. 6004_’000.00 . 592’000.00

Total Tnderlying...... $5,600,000.00 $5,482,000.00
Peoples Water Commany General ‘ ‘ I
NOTELaZe BONASseeeesscsascasvennaasse  $7,400,000.00 $6,850,000.00
Peoples Water Compeny NoteS.sssesoacs 2,300,000.00  2,115,157.60

While I bpelieve the original plen as submitted, vroviding
for an issue of $8,400,000 foce valuc of bonds and £8,640,000 par
value of stoék, representing buf & single class of such stock, was
sownder in principle and calculated to prove of greater advaentage
to this utility, to all clacses of its‘security'holders and to the
pudlic than the present smended plaﬁ: I nevertheless believe that
the supplemental propossl is both reasonable and sound &s to its
goneral charscter. Some of the details however should be changed.

Tsking & valustion of the properties of Peoples Water
Compeny of $14,100,000 as heretofore found for the purposes of thig
preeéeding and‘adding thereto the sum of $400,000,represénting the

cash on Lend, the total available assets appear es $L4,500,000.

Oz o besis of tals valuation end on the company's past
and present cormings and future pros;ects, e bond issue of
9,128,000 mey well be predicatpda It i & simple matter to &p-
portion the residual 2ssets emong the holders of one oless of
stock, but in this instence it is intended to gplit the stock

three ways and ot once the financial febric ossumes 2 whqlly new

sapeet. [f 18 EPD&T@H?; Tnet ample assets ;emain to provide for

the iscue of 3,700,000 of Class "A™ 6 per cent cumulative v»ro=

forrod stock. With the bonds end preferred stock assumed on &
per basis, the sum of 1,672,000 remeins for spportionment among

the $3,700,000 of Class "B" stock end the $600,000 of common stock.

282




It is immediately aﬁparent that the $600,000 of common stock is
loft im an exceodingly doubtful or wnolly nesative'position eg to
ssets. An anslysis of %the company's revenues brings ¢ similer

conclugion‘ 28 to the roletion of this common stock to eernings.

. As tike originel plon ond the amended plen include some-
thing for the present stockholders of Leoples Water Company it ig ap~
parent that the security holders of Peoples Waeter Compeany deem i€
equivsble trat some participvetion be allotted to the present stock-
noiders of tThat company. | ’ |

In +he originel plen this participetion toox the Zorm of
e limited smount of stock, which had the cffect of plocing these
holders of Peoples Water Compony stock on o parity as far as the
class of their benmefiecial interest in the new corporation was con-
cerned, with the Peoples Vater Company bondholders, thae relative
vositions veing adjusted by the emouwnt of étock apportioﬁe& to oack.

T am convinced that & more satigfectory method mey e
devised of meeting the equities as far as tke hdL&ers_of the stoek
02 Peoples Water Company eXe concerned than the medium of o common
stock of such dAubtful charecter as is here suggosted.

In the reorganization of s utility of such 8 character
as the one here under considerat;on, +he new securities snd stock
should be issued upon & proper Ffoundetion of esgets or earnings.
Tor this Commission to epprove & $600,000 issue of cormon stock
es nere requeste&,'woui& violate oll the sounder principles of
conservative finénce.

Taetover it is intendcd Yo convey Yo these stockholders
of Peoplec VWater Cémpany mey be reducod to & measure of value =nd
expressed in terms of o stock roesting upon substentvial aszets.

Under the plan here proposod, the following issues pre=~

cede this stock:




BondSesesseratenssnnnnnenes $9,128,000

Clasc "A™ preferred stock... 3,700,000

Class "B" preferred stock... 3,700,000

Totaleass..a.$16,528,000.

These igsues it is proposed to plece upon the property

keretofore estimeted to be of +the value of.......$14,soo,odo.
It 1= gpparent, of course, that nothing is left for the commbn
stock. This condition axises because of fhe axrengement which
cuts the stock into three divisions. It ig necesszary, of course,
in any gererel distributior, to exhaust the equity in each class
of stock before msking en spportiommernt for the next succeeding
class. Thls would exheust the assets before the common stock is
reached. If, however, the stock were of o single class oxr of two
claéées, seets would be available for apportionment among sll.

If the $600,000 of common stock is eliminsted, the pre-
ference which it is now proposed to attach to the Class "B™ stock
would be nullified. With oniy preferred and common stock nothing
is to be geined by tying them togethei.

| In suthorizing the issue of stock it will be essentisl
to hold in mind the efficiency of this uwtility as an operating
company, the rignts and irntercsts of the security holders of
Peoples Vater Company, and the public welfare.

Throughout the proceedings emphasis has been placed
upon the noed of cxpansion, immediate and elaborate, of the water
facilities in theo communities of Alemeds and CQntra Costa Countles
served by Peoples Water Company. Any extersive progrem of construc-
tion or improvement cen ve carried forward with greater facility,
sofety, ond with smaller ultimate cost when there is present the:
ability to finance through stock as well as through bonds.

All concerned agreed thet the requirementsof tho com=

xunities demended improvoments and extensions of the water facili-

ties which would cost wpward to $9,000,000.




Such improvementsc and extensionms could be Finsxrced

rrimarily by zn issve of bonds. Tréer the deed of trust whichf
it is proposed shell be executed by Zost Bay Weter Company, it
will be entitled %o issue/ggngg 80 per cent of the cost of these
additions, leaving s mergin of 20 per cont to be taken care of
from some other source. The sponsors of the plax of reorgeniza-
tion stated that this secondery fincncing to teke care of the

20 per cent not covercd by bonds cowld be met through the use

of the net ecruings of the new company.

The e¢srmings stotemont submitted for the year 1915
indicaves net revenues, sfter the payment of the dividend on
the Class "A" preferred stock, of spproximotely $150,000. I
do not beliove that the earnings of this compeny ot Shis time
ere sach that wo may roly wholly upon this cource to furnish
the rovenunes for this secondary finencing, particulerly when
it 1g also in testimony thet it is proposed to way the 6 per -
cent dividend on the Clags "A"™ preferred stock.

It would ploco o demarnd, heavier I telieve than the
foects warrant, upon these net earnings to expect theﬁ to pro~
vide for thc poyment of fiXod charges, the meintenance of an
adequate deprociation resexvo, formthe distridbution of divi-
dends on the Clags "A" preferred stock and ﬁrehaps for the
discharge of sinkiné fund obligations, end in addition for the
suxnlisry caspital necessary to corry forwmard the extensive pro-
grom of immediate development. If this devélopment entails and
oxpenditure of §9,000,000, 20 per cent, or $1,800,000 would be
imposed upon these net earnings over & period of & few years.

I do not believe it is safe or reasonsble to look
to the revenues foxr such & sum,

I am therefore of the opinion that in any reorgani~
zation of Peoples Water Compeny properties, o wey shpuld always

be left open for furtrer financing through stock.




I belieye, thet it would e to the interest of all
concerned thet the Clazz "AM™ and Class "B™ preferred ctock
seould be issued upon sepef&te cexrtificates, each to stand on
its own footing. With the common stock elimineted, the Class |
"3" will naturelly become the common and its preferential
attributes will venish.

Witk preforred stock avallable for sele, I believe
an immediete and reoady evonue would be at hand through which
to\obtain gsome or 8ll of the 20 por cent of new capitel neces-
sary for the provosed additions and betterments. I believe the
Bust Bay Weter Company could readily finence itself through the
sele of its vonds for 80 per cent of the cost of improvements

end the sale of preferred stock for the remeining 20 pexr cent.

The position of those stocks may be more cloeaxly pre=—
_ Sented by on anclysis of the earnings of Peooples Water Compeny
for the calendar year ending December 31, 1915. The compeny
rresents the following stavement:
Opeoring Revenue = WoLteX veseeeacrssesanasss $1,640,714.72
BExpenses - Operﬁting:
PUpingesasessaes $159,168.69
Distrioutinge.ee. 83,040.45
Commorcielecacsss 70,773.64

Genemll..lll...‘ 158’294.11
Taxes.il'..I‘..-.. 189‘871.14

Imot&l Operating &‘Penses.....l--........l........‘ 661‘148.03

th Opem‘tins Revenue.l-Q.Q....‘.‘.......-.....-I. 979’56‘6.69

Net Non=opersting REVENRO«cssssnascesncsacranscsne 46,182.15

Net Revenne = TOLEL cvcevencsosnseead, 026,748.84
This enelysis may proceed as follows:

Net carnings as repoxrted fLor ’
yoar ending December 30, 1915...... $1,085,748,.84

Assuning depreciation to be '
approxim&telyh.-..-l.t:..‘l.t!‘..l. 150.000000

BelonCCesessensecnea o 875,748.84

r cent interest on
S,OOO Of 'Dona.s --I.--.oncocnn-; 502,040-00

Belencedleeeennnnas & 372,960.84
-9-




Brought Forward -
BOLONCE e vseessonsseaid72,960.84

6 per cent dividend on
Cless "A" preforred SH0CKecseesese.. 222,000.00

Balance availeble for dividends

on #3,700,000 of Cless "B" stock

ond 600,000 of common StOCK........$L50,960.84

In the amended presentation heretofore noted; it is
arranged thet the stock shall be placed Im trust for o periocd
of five years. In its originel decision in this matter the
Commission exprossed its belief that the stockinolders should
neve sll of the powexr and comtrol to which their owne?ship
entitles them. I can only repeat my conviction in this matter.
But the stockholders heving ogreed Ymes 10 surrender a portion
of %their rightc this Commission should not under the circum= o
stences in this case interposé further objection.

Under the smexded plen as presented, the city of

Ockland, o water district or other municipel corporstion, is

given & yoer's option to purchase the water properties under

certain specified terms, for $14,100,000.
This proposal ic set forth as follows in the plan
of reorgenization to which the security holders have assented:

mIithout affecting eny pending action towards
reorganization in private ownership, all persons
becoming parties to the modified plan will agree
thet the proverties of the Peoples Weter Company
or the East Bay Water Compony may be acquired by
the City of Osklend or a Water District or other
mundcipel corporation desiring to swoply the
community or any of the communities now supplied
by the Peoples Water Company with watexr tefore
Jenuery 1,1917, at the sum of 314,100,000, plus
suckh sam of money &5 may have beon cxponded in :
vettorments and extensions and aéguisition of new »
proverty sirce Januwary L, 1915, and plus such sum
of money &3 shall be equal to the velme of any
meterial on hend, less suchk sum of money as the
Compeny mey heve obtained from the sale of any
property, And in the evert of ssle the Conpany
shall retein itscash, accounts and bills re-
ceivable, =nd other persomal property cxclusive
of meterial on hand, butshall pay itz bonded and
floating dchiz and ell its operating and current
expenses to the day of transfer, and 0o othex
obligationc, except those properly incurred after
the dete of transfer.
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"In order that this offer may be carried out the
legol title to all stocks in the East Bay Water Company
shall be vested unitil Januvary 1, 1917, in a trustee; and
in case of such sale it chall be the duty of the trustee
under the deed of trust securing the first mortgage vonds,
to declare all bonds due and payuble, provided toat there
be deposited with suen trustee, or definite arrangements
be made vith such trustee for the deposit of, a sum of money
sufficient to discharge in full the principal and aceruved
interest of the first mortgage Yonds bereafter mentioned.
The balance of the purchase price shall be distridbuted to
the holders of stock in accordance with the respective
rights given to tihe stock as below provided."

A method is 2lso proposed for the distribution of the

money in case of such sale, to the various parties in interest, in .

which the sum of $400,000 is made available for the preaeﬁt Btock=-

nolders of PegRies Vaber Company. We need ot here contern ourselves

‘with the dimtribution of such moneys as may be recelived from such
sale, except to indicate that the elimination of the common stock will,
undcer the contract, result in the $400,000 vecoming payabie to tae
present holders of preferred and common stock of Peoples Waﬁer\éompany.
The Commission is concerned with the proposal to sell this
water plant to the elty of Oakland, a water district or other municipal
corporation, a8 such sale can only be made upon the =uthorization of ..
this body. .
The Commission will readily give its approval to the sale f
or these properties to the city of Oakland or a water district. It has
he:etofore stated its belif that this whole water problem can best be -

solved by the acquisition of these water properties by the City ofQak-

land or a district comprising the territory now served by Peoples Water

Company. This statement was made before there had been any direct tender,

. The matter now comes vefore the Commission in the form
of = definite ond concrete proposal to dispose of these properties
0 the public. The purpose, as I understand it, is to give the
pﬁblic one year in which to determine whether it will acquire these
properties at the »rice named.

I can not leave this zubject wathout direciting the

1l.




attention of the pubdlic officisls of Oskland, Berkeley, Alameda
and Pledmont, and the citizens of these comuunities to the un-
weual circumstance: that now coﬁironte th@m., They have long
complained of inadequate water facilities. In fact the
Peoples Water Company itself has admitted the inadequacy of its
aservice. Qﬁeae communities have been giowing with rapid pace
and it may be reasonably expected that their population will in-
orease in even augmented ratio. It is an exiom that complete
water service is the firgt essential to proper municipal develoyp-
ment. It was, in fact, in part this very growth which brought
Peoples Water Company into ite present condition. It counld not
command the f£insnces to keep pace with the growth of the territory
and was wrecked in the effort.

There is practically uwnanimity in the belief that all
larger communities should own thelr own water supplies. In
fect there are vory few large cities in the United States where
this rule does not hold. San Francisco apd Oskland are con~
spicuous exceptions. I have no hesitation in séying, thexeofore,
that Osklend and its neighboring cities will never solve thelr
water problem natil they own snd operate their own watéﬁ ayatéms."

This offer to sell for the sum of $14.106;000; nade

in good fsith, should recelve the very earnest copsiderstion .

of the public officials whose duty 1t i8 to provide for the "

welfere of their communitlies.
In the #igures heretofore given it has sppeared that

 %he earnings of Peoples Water Company for the yesar 1915, after

& deduction for depreclation, amounted to $875,000. If we

esaume thet the city of Osklend or a water district desired to

acquire these properties snd issue $14,100,000 of bonds which

wowld commsnd, at the preveiling rate of Oskland city bonds,

pnot more than 4.25 per cent, we would have the following reéult:




Net earnings of plant - - = - - $875,000

Interest oz $14,100,000 of
bonds, $599,250, or in roumd

numbers. 600, 000

Making en emnusl belance of - - - $275,000

It appears, therefore, that on the present basis of
rates, the ocity of Oskland or s water district assuming =ll
ockharges as they now ére, could issue its bonds foxr the prorer-
ties and thorea:tor opérate the system &t such a profit thst
it conld not only pey ell the interest on these bonds, dut exrn
a surplue of $275,000 & year. This would de sufficient to
retire the whole bond issue In 50 yeears.

In ¢sse Buch a purchase were consuﬁ;ted the yublic
body meking the scquisition would be called upon to provide the
additionsl funds necessgary to a full development of the water
supply. It may safely be aaaﬁmed, bowever, thét the growth in
territory and population would be sufficient to provide the ad-
ditional earnings necessary to insure the profitable operation of
the plant. There is, of course, the further conaidoramion that
such of the land sg& was not useful for the water ssrvice could
be sold, thus relieving the water properties from a part of the
coste.

The Pooples Water Company reports $400,000 of cash
on hand and it is axafod that & portion of this sum will be
used to defray reorgenization expenses and cortﬁin other lia-
bilitioa. As it has been urged upon the Commission that all
of tﬂo assets of this company should be conserved &s far aa
may be, to provide for additions and bettoimenta to its faoili-
ties, and as attached ordexr contemplates the existence of such
assets in the sum of $400,000, I recommend that such order
provide a8 & condition that money may be paid out of this fund
for reorganization and kindred expenses only after they have

13




beexr. zpproved by this Commiasion.

It will be necessary also for spplicant to outline
and submit with the least delay & complets plan of water de-
velopment 80 that this COmmiaéion way be assured that any re-
organizetion bes in mind the increase of these water facllities
for the service of the communities théy gserve or neighboring
communities which it may be desirable for them %o serve.
| Neither the deed of trust under which the bonds are
40 be issued nor the articles of incorporation of East Bay
Water Company have been submitted, and any suthorizsiion will be,
of course, dependent upon their approval by this Commission.

I shall not at this time pass f£inally upon the
oxact nature of the stock to be issuned, but shall recommend
the anthorization of $7,400,000 of ptock requested, leaving
1t to the applicant to amend its plan and to re~clagsify its
stock in s menner uwpon which all parties in Interest may sgree.
Thereafter, upon the presentation of this amended form of stock
issue, the Coumission may issue & supplemental order, suthorizing
the issus of stook in lieu of the $600,000 of common stock herein
requested.

Upon the basis of the foregoing, I recommend the

following form of order:

FIRST SUPPLEMENTAL ORDER

Peoples Water Company kaving applied to the Railroad
Commigsion of Californie for an order authorizing the trsnsfer
of its property to a corporation to be heresafter formed and to
be known as "East Bay Weter Company,"” and for an order authorizing
the issue of stocks and bonds by such corporation,

And Peoples Water Company having applied also for an
order aunthorizing tke transfer of its propertiés by it or East
Bay Water Company to the city of Oskland, a water district, or

14




other municipal corxrporatioxn,

And & public hearing baving been held and the Com-
mission being fully advised in the premises, |

I? IS HEREBY ORDERED by the Railroad Commission of the
State of Celifornis that Peoplea Water Company be and it is
hereby granted authority tc transfer and convey all of its pro-

perty, real, personal snd mixed, to a ¢orporation to be hereafter
organized, to be Jmown a8 "East Bay Water Company,"” in considera-

tion for the issue and delivery by sald new corporation of bonds
which shall be a first lien upon all of its property, in an amount
not to exceed $9,128,000, said bonds to beaxr interest not 1o ex-
ceed 5§-per cent per sznnum, ahd in consideration further for the
issue and delivery'by said new corporation of stock of the par
value of $7,400,000, and such edditionsgl stock &s nmay be hereafter
authorized by supplemental order.

IT IS HEREBY FURTHER ORDERED that "Bast Bay Water Company"
is hereby suthorized to issue $9,128,000 of bonds beaxring interest
st the rate of 5% pexr cent; $7,400,00C par value of stock and
such additional stock as may be aunthorized in a supplemental order.

The suthority herein grsnted is granted upon the
following conditions and not otkerwise:

1. The stock and bonds herein anthorized to de
issued shall be u;ed to pay off oxr cancel.. all of the indebtednesa
which is & lien uwpon sny of the property of Feoples Water Com- .
pany; &ll of the promissory notes of Feoples Water Company
socured by Peoples Water Company bonds; and all other indebted-

ness of Psoples Water Company.

2. The propexrty of ?eoplog Watexr Company shsll de

tranaferred to & new corporaticn to be known as "East Bay Watex

Company, ™ free and clear of all encumbrance.
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3. None of the bonds herein authorized to bde Issued
sball be 1ssued nntil East Bay Water Company shall have submitted
‘a copy of its mortgage or deed of trust and this Commission shall
have issued an order approving sald mdrtgage or deead of trust.

4. Yone of the stock herein authorized to be issued
shall be issued until the Eest Bay Water Company shall have sub-
mifted e copy of its axticles of incorporation and this Commlias~
sion shall have isesued an order approving sald articles of in-
corporation.

B. Before any of the stock or bonds herein authorized

shall be issued, Peoples Watexr Company shall submit to thiaAcom-

mission a statement of such amounts as it proposes to pay, out
of cash on hand, for expenses incidental to its reorgenization.

6. Within three months from date Peoples Water
Company or its successors shell repoxrt to this Commission in
deteil a plen for enlarging the weter facilities of those com-
‘munities now served by.Peoples Water Company, to the end that
such communities shall have adequate and complete service of
pure water. ‘

7. ZRast Bay Water Company shell keep separate, true
and scourate accounts showing the receipt and application in
detail of the proceeds of the sale of the stocks and bonds
heredy authorized to be 1;suod; snd on or before the twopty-
£if4h dey of each month the company ehéll make verified reports
to the Commiesion stating the sale oxr sales of said stocks end
bonds during the preceding month, the terms end conditions of the
sale and the moneyslor properties realized therefrom.

8. The autbority herein granted is conditioned upon
the payment by the applicantof the fee prescribed undexr the Publioc
Utilities Acte

9. The euthority herein granted shall apply to such

stocke and bonds 88 shall have been issued snd to such properties
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ag shall have been transferred on or before Jamuary 1, 1917.

10. None of the stoek nor bonds herein suthorized to be

jgsued shall be issued until this Commission shall have issued a
supplomental order finding that the applicant has complied with sach
of the conditions herein set out a8 this Commission may deen pre-
requisite to such issue. |

IT IS FU@EEER OBDﬁRED‘that Peoples Water Company or East
Bay Water Company be granted authority to transfer its water pro-
perties to the city of Oskland, or a weter distriect or a municipal
coxporation, under the terms and conditions aet'oux in the "Peoples
Yater Company Letter snd Modified Plan of Reorganization with Amend-
ments a8 Adopted by Reorgenization Committee,™ a copy oZ which has
been filed in connection with the supplemental application herein
snd marked Exhibit No. 25, or on such other terms and conditions as
may hereafter be approved by this Commission, said transfer of its
water properties by Peoples Water Company or East Bay Water Company
to become effective only after & statement of the exact terms and
conditions of said transfer have been filed with this Commission
end a supplemental order issued by this Commission approving the same.

The foregoing First Supplemexntal Opinion and Order are here-
by epproved and ordered filed as the Firat Supplemental Opinion and
Order of the Reilroad Commission of the State-of California.

Dated at San FPrancisco, Californis, thiaé&j day of
March, 1916.




