
In the' mtrtter of the application ) 
o!.P.EOP~ WATER CO~A!Y for re- ) 
organization. } 

~:pl:tes,tion No. l531. 

z.. S.. He Uer. 11. E. Creed. $ll.cl. 
A. G. T~gheir$. for sp~lieant, th~ 
Reorg~z~tion Committee o~ ?eo:pl~s 
Water Compsny. 

IS$se Strsss'b'Orger. for :protestants. 
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This CommiS'sion he.~ heretofore in this: matter. by orig-

1nsl order and supplement.s theret 0, fiXed.. the vaJ. ue- ot t he- plant 

of Peoplos W~ter Co~any for cspiteliz~tion purposes, has rcviewea 

the income- and operations of applic!l.nt and: hez s:u.thorized tile-

issnance of stoeks and. bonds: by a new co'r:pora:tion in exch.s.llge- for 

all of tile pro~erty o~ Peoples ~ter Comp~, s,g ~ollo~: 

:s'irs:t Uortgage- ~ SO-year go~Q. bonds $9.1ZS'·.000.00 . 
6% CUmul~tive.pre!erred stoCk ••••••• 4,440.000.00 

C'oIC:::l:on Stock ............................ 3.460 ,,000-.00. 

Since the ~~ove authorization ~y the Commis$1on. changes 

have- 'been made in the reorgan:tzt).,t1on plan $lld. we are nov! szked to 

authorize- the :l!ollowiIl&: 
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Fi:rst. Mortg$.g~ S':i% 30'-yesr gold. bo~d$ •• $9'.861 .. 672..43 

&% Cumulative preferr~d st~ck.Clas~ A.. 4.431 .. 600.00 

6% Non-cumulative preferred stock. 
C:~ss :8' ............................. 2'.958:.400.00 

C Om:lon S,t oe k •••••••••••• •.• • • • • • • • • • • • • 500-., 000-.00 

It wil~ be- noted. tbst. as now presented, the amount of 

'bonds. to' 'be issued. has 'been increas.ed:. 'by $733.,672.43-. E:owever, 

it is: claimed thst since the Comciseion valued the pla.nt a.t . 

$14.l00',OOO.00. tbere has been e-..q>cnded. out of income :tor 'better~ 

mente: and. adcIi tione: to ple.nt $685',000.00. 

WAile it csnnot be d.efinitely d.etermine~ at this time 

that this entire expend.iture is properly includ.ed. in capital se-

cotmt. I am satisfied thc.t. too larger port.ion of such expenditures, 

:bas resul-;ec! in additions end betterments to plant and. thtlt the-

iss:uc of $9 .. 861.672.43. fo.ee va,lu'e oi bonds. Sot this time is 

reo.so~blC'. 

It ~l~ sleobe ~oted that $500,000.00 par value o~ 
\"1ha t wa.s ' 

stock has ~een removco. i'rom/commo,n ~tock and. s.n eqtW.l c.mOtlD t of 

par crested. as co~n stock. BUt applicant states tbat while it 
./ 

desiree that sotre' common stock be authorizect. it will. leave to t'he 

judgc.ent of the Commiseion the amount thereof. I $lll se.tie:tied 

tbst, tOis common stock is desired.. ~or tbe pu:x::pose o'! distribution 

m:long stockholders of Peoples Water Comp$llY'. to r~resent whatever 
equities m~ bo leit after the bonds snd preferred stock heve been 

cared. for. 
I 'bo lieve"' that tbere is no neces~i ty for tbe"' 1 ssc.a.nce 01 

!~500 ~ 000.00 pIlr vo.~ue of . this c:om~n stock. snd roc ommcnd. 'the:t 

authority be given to issue $100 .. 000'.00' par va.lue:. 
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We a.re ~skee. to approve certs.in expenses o'f reorgs.Iliztt-

tiOIl, w1:l1c h include :eece to attorneye. rC'organiz.c.tion eommi ttec-

men SJ'.l:d trust comp$llics. I do not believe tna.t the- Commission is 

called upon to eith~r approve or dis~pprove tbeee expe'nses. 

Soc&thing over ~~o years sgo Peoples W~ter Company. be-

ing in fintlncie.l stro.it's:· a.nd unable to meC't its obligations. 

wns intormcl~ placed ~ the control of ~ set of men repr~zcnting 

the various bonaAolders. other creditors and stoc~Jlolderz o~ the 

Comp$2'l7- .llmoso; continuously this and other oommittees sought to 

bring ~bout agreement ~hereby Peoples Water Com~~ could be re-

, 
protracted. negotiations :J.::ong the vo.ri o'OZ' interee:te~ J?artie$~ 

,~cn$es were incurred. aad :paid. out of the trea.s.ury of ?eo:ples 

W!lter COtn:p~. The sO' e~pensee ssg::regstc the zo.m of $398,,.036.70 

snd include the cost of ~oreclosur~ sale. settlement of litigat1o~ 

e:~en$CS of reorganization committc~ ~d costs of e valuation he~r

ing before the C·ommieeion. 

The members of the reorg6.X'Jiz$:'~ion committee hcve not .beon 

~~i~ ior their serrlces ana we ~re aske~ to mcl~c an order. ep~rov
ing tile :?cyDlent to'them of 071,000.00; for th~a a.t'torneys 'We' 

~e asked. ~~o approve- th0 payment of 030,000.00. their seereta.l"Y 

:j'l3.000.00. ~nd. the e.~ositsr1cz of tho various securitiez, St;l.vil:lgs 

Union Bcni: and Tr'USt Compo.ny and. Osklencl :Ssnk ot Se.Vinge ~;Z5,.OOO'_OO 

QIld ~?4,OOO .. OO. respectively. Thiz tot~ls ~~143'.OOO·.OO clcimed: to 

be due- but un:p&.id expenees: .,.,; re-orgcniU);tion. 

The Comr.oiesion is not in s pos:!. t10n at this time. in-

tclligen.tly to :P$.ss "J.:PO:l the Clucstion of whether "linC' e~nses oi 

reorganizatio,n ere proper or excessive. !.. lsrge: j)~t· of theze-

C"'...:pensee 'have c.ll'e~d.y bee-n paid. and: it is i:lr,Po.sZ"lOlc: a.d.equately 

s. -o~ J.. J... 



'. 
to consiuer the rcmeindcr \rlthout giving considcrct1on to those 

alrea.dy clispocco. of. 
effect, lu!ve 'bee: .!I.gree-d. to by aJ.1. of the Jlarties O't'r.l:t:cg this 

property in wh&"~ :i.e called the reorgo.n:tzstion egrcement. On the 

otaer band. I d.o not believe that these reorgsnizetion expenses 

should. be cl:ln.rgcd o.gainst the public. Obviotl:sly ".;he publie was 

not c:t 1'c:ult and con :'lot be held. resJlonsible ~or t:ac- financial 

difficulties: of tb.:i.s Comp:?llY; in feet. it lntl$t. be conceded t:oo.t 

reorgsn1:;ation becs:ne necessary "oeca.usC' of the ccts of the O'\':lel'S 

of the- property. 

I recommend, therefore, t~t inztea.d o~ analyzing the 

reorgs.niz.c.tion e~e:ose$ \T.!. th a view to approvi:og or diss.p!'%'ortng 

of them in ~hole or in :pert. we plsce the responsibility for their 

payment. where it 'belongs, to-vrlt. vrlth the O,VJ'Jlerz of the :Property. 

but at the s~e time t:ost '71e inSist, that these ex-oell3es shall not ... " 

bee orne- s clutrge sgainst. the 1'U"oli c. 

This mtr; be 'bro''Cght. :lbout by author.iz:tng the sD.le of 

this property to So no\v corpora.tion for a; tot:ll iszue o~ stock::, 

s:d bonds in return for '"1hich the new company $hotW.d. receive the-

plant rulId certo.in casll for its tro~s.ury, and imposing ago So condition 

of this order tM.t the new. coml'a.ny file ~,o:t1:9Ulc:tion with t:ce- C-om-

mis sion agree-ing th:lt. it will a.t such times, in such c:moun~z ~d: 

in ~ch m3Dner ae the Co~~ss1on mey here~ter order~ ~rovidc for 

the amortization 0:: these re-orgcniza.tion ej,,~on$ez in ":faole or in 

psr't. out ot tlle income of the- company .. 

~he entire plant a.nd all of the "oondz of :?eol'lcS" 7ia.t~ 

Compa.:cy have oee-n sold in fOl"oclos"Ul'e- to Mr. E'. S. Rcll.er, who 

p'ttl:ch$.s'od the semc on oe-h:llf of the owners of oO:lds, cec'O.ri ties 

and. stock of the :p'ooples. .Water· Compa:c.~. Mr. Zoller now holds: 
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eertifiO's.te- of sale tor thi z. property onCL is pr~ared: to deliver 

the sc.me to t:a.e new corpol'!l.tion, Sast. :Bay Water Compeny. 

Eerewi th to:rm. of or dar: 

ORDER ...... -----
Ap~licstion hsving be~ made in the above cnti~led pro-

eee'd1ng :for an order o.uthorizing the- trs.net'er of certain property-. 

formerlY belong~g to Peoples Watar Co~paDY. to $. nev corporation. 

East Ba.y Water Company. a.nd e,uthorizi:c.g :saz:t Ba.y 'i7atcr CompanY' to 

exec:llte truzt de-ed. of its ~ro:perty as sC'cur1ty tor the iSSU8Jlce 

of bonds ond for suthority to immed.iately- iSmt6 certain bO!l.ds and 

stock. and ~ public he~ring he~~g been had and the Commis310n be-

ing fully $Q.vi sed in the premisea. 

IT IS EF~Y OE~ERED by the Rcilros~ Commise1on o~ t~ 
state of California, thst, Mr. E. S. Reller is hereby authorized to 

sell. transfor Sllc1. convey- unto Eas.t. BaY' Water COI:lp:lXlY' all of' the 

property, whether real. :personal or :dxed.. heretofore owned 'by 

Peoples, Water Comp'~. which sa.id property :ts :fulJY $lld psrtioular-

~ descr1bad in that certo.1n judgment of foreclosure and so.le render-

ed. bY' the Superior Cou-~ o:f the Couuty of Alameda. in 'that. certain 

proeeed.1ng ent1t-le-d. Merchants: Trust. Com:p~ 01' San Frsxlcieco. a 

corporation. plaintiff, vs. ?eoploe Wtl.t.¢r COlnl"sny. s;. COl"1>OX'o.t10n, 

et al •• defend. $nt. s. numbered 4&,978. :De:Partmcnt ~o. 2.. to which 

judgment reference 1e made ~or·a :p~ticul~ dezcr1pt1on of Z3id 

propert~: in ad~1tion to ~:tch. said B. s. ~eller shall cause to 

be delivered to said East Eay Wtl.ter Comp~ in ~d~it10n to the cash 

con ta1ned in the tre3.~ of wlul.t was once ?eople3 We.ter co:npany 

~t:m ~ ca.sh ~ $478,867 • as. said sum being the d.i:f'1'~renee 

bet~een the total face value of bonde wbich b~. Kellor receives 

snd the- bonds: he mue't- dieb:a.%'se in o.ceord:lnee with tile reorganization 

plan. 
5. 
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~s,t 3~ Water: Co:npml7 is hereby au thorizecT. to izzue 

ana deliver to said E. S'. Reller. or his no:ttinees. in cOl:ls,ideratiOll 

of the trmlsfer of the pr operty a.bove dcccribe-d by stlid E. S. !:!eller· 

to said com:p~. firs:t, mortgage ~~, 30-yesr gold 'bond.s ot a. :par 

face ve.lu¢ of ~~9.86l.o72.43; 6% cumulative preferred. stock, Clazz 

A. of $. par voJ..'IlC' o~ !f~4.437 .600.00; 6% non-cu:nulative prc~(!rred 

stock, C1.S$$. B. of 13. :par vru.ue of $Z,958,400.00 and. cotlmon stock 

of the par value of $10),000.00. 

~$t Bey Wstcr Comp~y 13 further authorized to execute 

~ mortgage or deed of trust of all of its propert7 0.$ seeur1t 7 

for the pa.yment· of ~15,.000,.OOO.OO face vo.lue of st~ 30-ye$.l" gold. 

bonds; said mortgage or de~d. of trust. "~o be in. sub$:~a.ntial con-

formity With the dra:ft o:f mortgage or deed. ot trust. So c0:PY o~ 

whi~h i$ on file in these proceedi~s. 

ProVided. that before thie order shall~eco~e effective 
duly authorized. by the Board of Direetors 

East Ba.y Water Com:pany $hall file a. stipulation /to 'be approved 'by 
/('. 

tAe Corm::i.s3ion, to the etf~et, tbat it, s!l.1d Com!'axlY'. will at sueh 

order amo=tize out of i~come the reorg~zation e~nses re!erred 

to in the opinio~ prcc~d1ng thiS; order. 

Provided. :furtller. ths.t. E. S. Roller sh$.ll distribute 

tAe 'bonde:, $,tocks and caeh which como into· his hands under the 

authorization of this. order in conformity -:rith tho reorgonization 

sgre<mlent. as. evidenced by a oop,:! of said. egrcement. and. alzo in 

coniormit~ with a written statement filed in these proeeedingz 

anti tled. Peoples Watcr Reorganization Ststcmcnt of Bond.e: and Othe::: 

Securities to be i~Ztled in CaX':ryi~ ot::t the reorgSllization ;9l3n. 

and. said E. 5:. Reller sh:;:l.ll report ouch di$.bursoment to this Com-

!:lissi on wi thin So period. of ninety (90) days :from the da.te of thi$ 

order. 
6. 
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This order to become effective onl~ ~pon paym~t of 

fee prescribed 0:7 Section 5'Z' of tile Public Utilities Act. ae 

nmcndcO: .. 
·The for~going ~pplcocntal opinion and order are here-

by e.~:Pl'ovC'd. end. or dered filed. as the sUP:91emcnto.l opinion and ord.er 

of the Railroe.d Commies.ion of the state of C~i:f'ornie.. 

o~ Ja~, 19l7. 

105 


