In %the metter of the application )
of PEOPLES WATER COMPATY for re- )
organization.

Application No. 1531.

E. S. Heller, W. E. Creed and
L. G. Tasheira, for spplicant, the
Reorgexnization Committee of Peoples
ater Company.

Issse Strasshurger, for protestants.

EDGERTON, Commisel oner;

SUPPIEMENTAL OPINION

Thiz Commizsior hag heretofore im this matter, by orig-

{insl order axnd supvlements thereto, Lixed the valune oI the plant

0f Peoples Waoter Compeny for capivtelization purposes, has reviewed

the income snd operations of applicent and hes suthorized tae
lesuence of stocks and bonds by & new corporation inm exchamge for

all of the proverty of Peoples Water Company, a8 follows:

Tirst Mortgage 5%% 30-year gold bords  §$9,128,000.00
6% Cumulotive, preferTed SEOCK ..eee..  4,440,000.00

comon Stoc}i [IEXE R AR R RN RN R BN NN KA XN 3,460,000.00,

Since the sbove authorizaticr by the Commission. changes'
rave been made in the reorgenization plan snd we are now acked to

sutaorize the Lollowing:




First Mortgage 5%% 30-year gold bomde.. $9.861,672.43
6% Cumuletive preferred stock.Class A.. 4.437,600.00

6% Non-cumulative preferred stock,
Chss B’ R T R R R R R R R N E NN W I A A A I A 2.958.400000

Comon Stock '.....'.C..'..-.........l..l 500’,000‘000

It will be noted that, as now presen’he&‘, the amouvnt of
bonds to be iscued bas been ineressed vy $733,672.43. However,
it ig cleimed thet siznce the Commissior valued the plent at -
$14,100,000.00, there has beem expended out of income for better-
ments and additions to plent $685,000.00. |

Taile it cannot be definitely determined at this time
thet thais entire expenditure is propverly included in capital ze-
cownt, I am satisfied that the largexr portion of such expenditures
nez resulved iz sdditions aud bBetterments to vlant and that the
issue of %‘,:9,861,67&43. face value of bondé, et this time i3
reasonable.

Tt will alz0 be noted that $500,000.00 par velue of

wvhet was -
stock has been removed Irom/common Ttock and am equal smowrt of
par created as c/ommon; stock. But applicant states that while it
degires thet sorﬁe common stock be suthorized. it will leave to the
indgment of the Commiscion the amount thereof. T am eeticfied
thet ’chié common stock 4ig desired for the purpose of distribution
smong stockholders of Peoples Water Compary, to represent voatever
equitics mgy bo left after the dbonds and preferred ztock heve been
cared for. |
T believe that there iz no necessity for the Lssmance of

5500,000.00 par value of thiz common ztock, and recommend thet

authority be given to isaue $100,000.00 par value.




We are asked to spprove certain expences of reorganiza-

tion, which'include fees to attornmeys, reorganizetion committee~
men and vrust companiecs. I 4o 0ot believe thet the Commiszion is
called uponr to either spprove or disgprrove taece expenses.

Sonmetaing over two years ago Peovles Water Company, be-
ing in financial straits: and unsdle To meet itz obligetions,
was informelly placed in the control of 2 set of men representing
the various bondnolders, other creditors and stockholders of the
Compeny. Almost continuously this and other committees sought o
bring about agreement wiereby Peoples Water Company could be re-
orgenized wpon o basis of reasomable cepivalization. During the
provracted negotistions among the various ihtereated varties,
.exnenses were incurred and nald out of the treasury of Peoples
Teter Compsony. These expenses aggregate the sum of $398,036.70
and include the cost of Loreclosure sale, séttlement of litigation,
expenses of reorganizetion committee and costs of g valuation hear-
ing before the Commicszion.

The members of The reorganim‘aion' committee nove not.beom
veld Lor their seorvices and we are asked Yo make an order, opprov-
ing %he voyment to’thew of $71,000.00; for their sttormeys we
are asked 4o spprove tie peyment of $30,000.00, their secretsry
%13.000;00. and the devositaries of the wvarious securities, Savings
Union Benk ond Trust Company cnd Qsklend Benk of Savinge $25,000.00
and $4,000.00, respectively. Thic totcls %143,000.00 ¢leimed to
be due but unpzid expenses 0% reorgonization.

The Commission isuiot in g position 2%t thls time, in-
telligeptly ©o pass upoz the gquestion of whether 4he exwenses of
reorganization ore Proper or exéessive. L lerge paxrt of thece

expenses have clresdy beem paid and it Lo impossidle adequately




N

t0 consider the remeinder withoud giving consideration to those
elready disposed of. Furthermore, ol of these erpenses, in
effect, nheve beez agreed to by all of %ne pé.r‘ties otming thiz
property in waet is called the reorgonizetion sgreement. Om the
otzer hand. I do not belicve that these reorganizetion expenses
should be chorged sgalnst the public. Obviouwsly %he public weoe
not atv feuwlt and con not be held respomsidle Lor the finmancisl
difficulties of this Compeny; in feet, it must be conceded that
reorganization became necessary becauce oF the sets of the ovmers
of the property.

I recomnend, therefore, thet instead of analyzing “he
reorganization expenses with o view to apvroving or disgpwroving
of thenm in whole or iz pert. we place the responsidvility for thedr
vayment where it belongs, to~wit, with the ownersz of %the Property,
but ot the seme time that we insist that these expenses shall not
become & charge against the vuwolic.

This may bde brought about by suthorizing fhe sale of
thls property to & mnew corporation for & total Lscue of stoeks
aad bonds in retwrn for which the new company should receive the
rlent and cexrtain cash Lor itz “treasury, and lmposing az a comdition
of this order thet the new company Lile = stipulation with the Com~-
mission agreéing vhet 1t will at such Times, in suck smomnts on
in cuch menmer gz the Commicsion mey hereafter order, vrovide for
thae emortization of these reorgonization expenses in whole or 1n
rexrt out of tae income of the company.

The entire plant and all of the bonds of Peovles Tater
Company have been s0ld in foreclosure to Mr. E. . Heller, who

purcnased the seme on benalf of the owners of bonds, securities

and stoekx of the Peodles Water Company. 1. Eolier oW nolds o




certificate of sale Zor thicz propexrty and is prevared to deliver

the same to tie new corporation, Zagt Bsy Water Company.

Herewith forn of order:

Lrplication having beer made in the zbove ecntitled pro-
ceeding Lor an order authorizing the transfer of certain »rovexrty,
formerly belonging to Peoples Weter Company, vo o new corporation,
Zast Bay VWeter Company., and ecuthorizing Zact Bay Water Company 4o
execute trust deed of 1t property as seeurity for the issuance
of bornde and for anthority to immedietely iscsue certain dbonds and
stock, and 2 public hearing zeving been had and the Commizsion be-
ing Lully adviced in the wnremises,

IT IS EERZRY ORDERED by the Roilroad Commission of the
State of California, that Ir. 2. S. Eeller ig hereby authorized to
sell, trencier and convey unto Easzt Bay Teter Company all of the
oropesty, wacther real. personal or mixed, heretofore owmed by
Peorice Watér Company, which said property is Lwlly =xd particular-
:va described in that cervaizn Judgment of foreclosure and sale render-
ed by the Superior Court of the County of Alameda, iz that certein
proceeding entitled Merchonts Trust Company of Ssn Francisco, a
corporatvion, plaintiff, vs. Peoples Viater Company, & ¢orporatioxn,
et 2l.., defendants, nunbered 46,978, Depariment No. 2, to wkich
Jjudgnent réference ie made for & perticular description of said
property; in sddition to which, said Z. S. Heller shall cauee 1o
be delivered to said Zast Bay Water Cdmps.mr in addition 40 the cacsh
contained in the treasury of what was once Teoples Water Compouy
TR cach ook $478,867.68, sald cum being the differemce
between the total face value of bornde walch r. EHellor receives
2nd tae bonds ne must disburse in aceordance with tae reorganization

plax.

5. |
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Test Boy Water Coxmpeny ic hereby amthorized %o issue

and deliver %o said E. S. Heller, or hiz noxminees, in consideration
of the transfer of the property above deceribed by said E. £. Eeller
%o s2id company, Zirst mortgage 5%% 30-yesr gold bomds of 2 par
foce value of 559,861,672.43: 6% cumulative preferred stock, Clases

A, 02 o par value of $4,437,600.00; 6% non-cuxmulaetive preferred
ctock, Cless B, of a par value of $2,958,400.00 and common stock
of the par value of $10¢,000.00.

Eset Bey Water Compemy is further authorized to oxecute
o mortgage or deed of trust of 2ll of ite property oz security
for the peyment of $15,000,000.00 face value of 53% 30-year gold
bonds; said mortgage or decd of tTrust to de in substantisl con-
formity witk the draft of mortgage or deed of trust, a copy of
waich iz on file in these proceedings.

Provided that before thic order shall become effective

duly suthorized by the Board of Directors

Zaet Bey Veter Compmy skall f£ile o stipulstion /co Ye approved by
toe Comeissioxr, 0 the effeet, that it, said cOm-aax:y' will at such
times, in such smownts, and in sueh mammer as tae Commission may
order amortize out of income the reorganization expemses referred
o in the opinion vreceding tris order.

Provided, furtrer, that E. S. Eeller shall distribute
the vonde, stocks and cash whick come into his hands umder tae
autrorization o2 taizs order in conformity with the reorganization
sgreement, as evidenced by a copy of said egreement, and alzo in
conformity w;:th a written statement filed in these prqceedings
entitled Peovles Water Reorganization Statement of Bonds and Othexr
Securitics to 'ﬁc isgred in carrying out the reorsanization vlan,
and 5544 B. S. Heller shall report cuch disbursoment to this Com-
migsion within e period of ninety (90) days from the date of tais

ordex.




Triz order to become effective only wpon payment of
fee preceribed by Section 57 of the Public Utilities Act, oo
omended. .

The foregoing supplemental opinion and oxder are here-
by eporoved and ordered filed ss the supylementel opimion and order

of the Reilroed Commiscion of the State of Califormis..

Deted o San francisco, California, this k %’( day
0L Jamary, 1917.

1

Al -
1 | -
If‘. s e \Lulp il iy
I AL ALV N
SV ARGRRINUEID A RAR R Ll
vl
. ,J e ¥ i
! A ot g
. APE .,
o e TN e padaie Ve
o t e
B

PO A Pl R R RATINors

Commizzioners. -




