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BEFORE THE R&IﬂRQﬂb COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

HOME FARMS WATER COMPANY )
formerly known as Watson Water Com=- )
pany, & corporation, for order auth- )
orizing the issuance of boands, and )
for a certificate of pudblic comven- )
ience end necessity. )

Applicetion No. 19045

Q0gdes, Steelman and {rocker,
by 'Samuel Steelman, for applicante

BY TEE COMMISSION:

OPINTION

In this proceeding the Commission is asked %o enter its
order declaring that pudblic corvenicnce and necg&aitx require Eoﬁe
Farms Weter Company to maintein end operate a public utility vater
system in the territory indicated on the mep Filed as “Exhibit Aﬁ, and
authorizing Home Farms Water Company 1o execute a mortgage or t;ust
indenture to secure the payment of en authorizedlissﬁe‘or $300,660.
race value of bonds, and to issue some. of said bonds, for the purpose
of refunding outstanding indebtedness. -

It 12 alleged that applicent is engaged‘in the dusiness
of producing and delivering water to the Town of Ethanac in the County
of Riverside, and certain'orchards and vineyards snr:ounding said towm,

comprising some 2500 aéres. A certificate of public convenrience and

necessity to operate a water system in this erea was granted dy Deciz-




ion No. 18157 deted April 4, 1927. By Decicsion No. 20841 dated -

Merch 6, 1929 the Commission dismissed an application of Watson Water
company to scrve some 6000 acres of land adjacont €0 tkhe original
service area. Since ther, bocause of receivership proccedings and &
Toreclosure sale, the development and control of the prOperty;bms |
passed out of the hands of the original promoters. Following the
sele of the properties some of the land owners oOr puréhasers orgarized
8 co-operative organization known as the Ethanac Rancho Ltd. This
organization, bhowever, has not deel able to carry forward the develop-
ment of the properties. This is now being undexrtaken Sy L; Frahels
Pege apd his associates who control through stock ownership the Eome
Farms Corporetion which, im turz, controls Home Farms Water Compasy.
Applicent now asks for a certificate of public convenieﬁce
and necessity o serve about 5000 acres of land shown onr Exhibif "AY.
In this area are some 1500 small farms growingmkadota figs an§ vine-
yvards, and in soane cases deciduous fruidts and berries. The Home
Farms Corporation owns or controls about 2000 acres in the soob scre
ares, The Eéme Farms Corporation is promoting the developmen?t
of small ferms in Tive, ter, twenty and TOrty acre tracts.

It 1= alleged that over 75% of the entire area to be sexrved
is under intensive cultivatior at the present time. Ebﬁever, LTew of
the owners of the land are now living on the same. The Ebmé Farms
Corporation proposes to lease from the owners their iand'and cultivato,
plent, replent, prune and harvest, the Iruit and crops grown on the
land and pay to the owner as rent, 75% of the net profits derived
from the operations of the Home Farms C&Eporation. By not profit is
meexnt the amount remaining afver all ¢osts and expenses of every kind,
cheracter and description have been deducted.

It is of record that applicant has acquired %the ﬁells, transw

mission and distridution pipe limes ixn the area it desires to serve..
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It bhas also acquired the pipe lines shown on Exkibit ™A™ which is
outside the proposed service area. These prbpez-‘ties"vvére ‘e.cqui::-efi |
from Ethensc Rancho Lid. subdbject to existing encumbrances, reported in
Exhibit *BY at $150,310.38. Thicz suwm includes $18,500.00 of iadedt-

odness payadble to J. F. Wilson which is secured dy a lien on the equip=

ment of appiicant. The dalance of the indebiedness is payadble to
the following parties:-—

ENCUMBRANCES ARFSGCTING THE
ATSON VA COMPANY
Nene Dete of Interost
Trust Deed Date Due - Rete: Amount

A.Lincoln Coltonr 280, 10,1932 JeledDyils5 & $ T5,765.00
NE of NWa Sec.ll, Twp.S S0s R 3 W. SBEM

William E. Otis June 19,1931 Jume 19, 1934 6,239.,19
Pt. Sec. 15, TwpeS S0o R 3 W. SBEX ‘

David J. Park Avge 11, 1932 Auge 11, 1934 3,925453
Pte Sec. 2, Twpe 5 So. R 3 W. SBRM

MNexy S. Phillips and

Seideo Benszon Jan. 11,1932 Jan. 11, 1935 75,193,530
St of NWi Sec. 11, Twpe 5 S0e R 3 W. SBEXM

T. F. Sngoé?ass Dece 28, 1931 May 1, 1934 7,000,000
Pt. NEz Sec. 10, Twpe S S0, R 3 W. SBRY

X. G. Stewaxt July 22, 1931 July 22, 1934 49,095.57
So. ‘}" Sec. .12, Twpe S 50. R 3 We SBBM)
SWL of Sec.. 7, TWpe 5 S0. R 3 W. SBEX)

Alice E. Thomaw Febe 1, 1932 TFed. 1, 1935 2,125.56
Pte SEx of Soce 7, TWDe 5 S0. R 3 We SBEX

ENCUMBRANCES AFFECTING THE
RANCEO, e SYSTX

Lucy M. Corey Auge 27, 1931 Aug. 27, 1934 $11,512.50
Wi of SW2> Sec. 10, Twpe 5 SOe R 3 Wo SBEM

E. & Emily Guenther Max., 1, 1932 Mare 1, 19235 64014.59
N‘l“ ot SW:.; Sec. 3-4, TWPO 5 S0 R 3 W SEEM

L. Re darford, et al. Nov. 1, 1231 Nove. L, 1934 164256,50
NEZ of Sece 35, TwDe 4 SOe R 3 W. SBRM

Edythe M. Bunter &

Cherles W. Geliger "Qcte 1, 1231 QOcts 1, 1934 11,9984 34
Pt. of SEZ Sece 265 TWPe & S0e R 3 W. SBRYM

C.E.Lo0se and

Je.H.Baixd ' Meze 1, 1932 Mere L, 1935 74 44583480
NEZ & Pte Of NWT SecCe 2, ToPe 5 S0e 2 3 We SBEM

Tom---.o-.oonnooooo- &131,’810.58




The payment of the indedtedress payable to other tham J. Fe
Wilson is secured by trust deeds covering lends affecting the titlg of
the water system of applicant. The test;mony shows that the'l;en or
these trust deods attaches to the wells and »ipe lines located on the
land. If the indebtedness is not peid and thé”%fust deed is fore-
closed, the purchaser would obtain title théﬁe water propertles on
the lend. .Such an evezntuality would seriéusly interfexre with the
operatioﬁ of the remeinder of the water systeme To avoid suchia sit-
uwation fxrom bécomihg g reality applifan?t asks permiszsion 10 exchange
its S%Wfirst iortgage bonds payeble on or defore tonm years arter date
for the above indedtedness aggregating $131,810.32. It appears,
however, that the holders of $51,617.73 of outstanding notes heave not
yet consented to the exchange of same for applicant's donds. If any
of the indebtedmess showld be discounted such discount should, we
believe, enure to the bezerlfit of epplicant,and the amount o;:bOnds it

will issue ,reduced accordinglye.

Je F. Wilson, to whom there is due the sum oL $18,500.00,

has agreed to accept in payment.of such sum, applicaﬁt's note for
$18,500.00, secured by the deposit of applican*'s 5% bouds i1 the amount '
ot %37, 000.

In Exhidit No. 1 the company reports the cost of 1t3'equ1pmen€
and the value of its water rights as follows:w-

Cost of well boring, casing, pumps, moiors, pumphouges...$250 OO0.00
Cost of 110 miles of undergrount cement pipe distri-

buting systenm standpipes, reservoirs, etc. 3044558.00
Value o2 water rights dased on ability. to deliver

1,11548 niner's inches of water suitable

for irrigation LA N B NN N N N RN NN N NN N NN NN NEN YRR R 561 242.00

‘Totel value as of July, 1928.......... $ L;IL5.E00:00
DEPRECTATTON: '

ess o yeers depreclation of the
physical equipmente..ccscecsseeePB,183.70
Less difference in repleacement
cost as of July, 1933...... . 221,823.20
Total depreciation ecececcvesccsccssssce 305,006490
Leaving total value of plant, equipment and .
water rights as of July, 1933, 8% sceeccesr § 8L0,797.20

L




f. E, Van Hoesen,, an assistent engineer for the COmmissicn,
in Sxhibit No. 4 estizates the original cost_or'the physicel proper=
ties as of Qctober 1, 1933 at $459,259.00. - Of this amount there is
about $20,000. of equipment and perts in the’ -to:.-eroon and warehouse.

We feel that there 1s 2o need for this Commission 1n_?his
proceeding o pass on the value of applicant's fepgrte¢ watex riéhtq,
We are expressing no opin;on either as %o thé eztént or 3uch.r1gntSML
or as % the value of suéﬁ rights. |

In Exhidit No. L epplicant estimates itsrope*a ing revenue
at $8l,217.00 segregated as follows:-

Sale of water to domestic CORSUNOLS ceeveece-sea$l, 137,00
Sale of water to 5,000 acres undex company
system for i*rigatian, owners of 4000 ’
acres having applied to company fox
w&ter ...;.‘......-.'I.‘.‘................‘.l 580 080.00
’ ’-0'! ) 7 zszs
TO'@&I oo sPORICPIPIOSIESIav AP0 e | a ‘-nL [ ]

7

The $80,080.00 4is based on the assumption that or the aver=-
age & suppl# or.2~ac:é feet of water per seasom will be‘requifed. To
this 1s applied a rate or‘$1o.01 per acre per £0o0t. The exyensoa are

reported at $£40, 200.00, leaving 1,017.00 fox depreciation 2nd-a return
on tke investment. ) / |

y . .
It occurs to us that tiis estimate of earﬁings; bearing 1ia
mind existing conditioms and the history of +this @roaect, is rather
optimistic. There is some Coudt in oux minﬂs whether the net earnings ,“
will be surriciont 0 pay the intere t or the proposed bond izzne, .
Ioesmuck as Home Farms COrpora lon, which owns all of the stock of appli—‘
cant, and which direétly dbenefits th%ongh the issge&o;;applicanx's bonds  ‘
in exchange for outstanding indedtednesns, -we beiiove thaf it ghould ‘ |
guarantee the §aympnz of both the principal and i%xerest on the donds
issuved in exchange for the above indedtedness or depos‘tod as. colleteral |

t0 secure the payment of any of such debdbt. This gmaranteo shou.d e

See




incorporated in the morfaage or trust indecnture securing the'pdyment
of the bonds and also en@o:sed on the bonds so issued. Iz appiiqant,
should realize the earﬁings reported in its eﬁh;bit No. 1, the execu~-
tion of the guarantee by the Home Ferms COrpofation will not impose
ény ectual liability tpon it. |

Applicant bas submitted & coOpy of its proposed mo*tgago or trust

1ndenture. AT The hearing 1% was announced that Riverside "itle Lo

' COmpany* therein named &3 trustee, was not autborized dy law to act
as trustee under the indenture. Some revicions have been mede in
the indenture originelly submitteld. Ve, hgwever, still find the in-
strument incomplete, particularly in regeard to defining the terms and
conditions under wiich the reserved bonds ﬁay b6 executed by the com-

- pany and certified by the trustee., Moreover, the trus; indenture con-
tains 2o seizin clause. It iz our understanding that zome of the
proprrties of applicant wore scquired sudjeet to encumbrances., There
is 20 recital of such encumbrances in the indenture. The 1nstrumcnt
as now f1led does not indicate either the face wvalue of the 1mdiv1dua1
bonds or khow they will be numbered. Moreover, as indicated above,
there should de 1nco:p6rated ia the indenture the guaranteo.or,ﬂome
Ferms Corporation wnder which 1%, 1ts successors and assigns, agres 1o
pay both the principal and interest of the aforesald bdonds 1n the event‘_
said principal and/or interes:t is not paid by applicant, as p*ovidod
in the trust indenture- , B

We bellieve that gpplicant should at this time de given pe'mia- :
sion To maintain aznd operato a water system in the area outlined on
the mep filed as Exhibit "A". Permission to issue bonds,wévthiﬁk,
should be held in abeyancé watil applicant has riled a trust 1nﬁenxure“
which is in satisfactory forme. At the time it files suéh irdenture

it shonld also\inrorm.tbe Commission of the names o5 those who have
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egreed %o accept its bonds iz payment of indedbtedness now due them,
the amount of the indebtedness end the amount of bonds %o be issued
in payﬁxent 0L the same. The issue of the bords and the ezecufc:!.on'
of the trucst indenture will de the subgect matter of a supp;eméntal g

Oxder.

ORDER

Home Farms Water Company having asked permission to construct,

naintain and operate a public utility water system in the area marked
on the map filed in this proceeding as Exbidit m4v, and to issue bonds
and execute a mortgage or trust indenture, a public hearing having hbeen
held before Examiner Famkheuser, the Coxmission having conside_red the
testimony submitted and being of the opiniom that applicant shorld de
granted a certificate of pudblic convenience and nececsity, as herein‘v
provided.; exd that permiszsion to issue bonds and execute 2 mortgage oOr
txﬁzst indenture should be the subdbject matter of a supplemental order,
thei'erore,

THE RAIIROAD COMMISSION OF THEE STATE OF ,CA'E.IFOBKIA‘ ZERIBY
DECLARES that pﬁblic convenience ani necessity reqﬁire and will reguire
Some Farms Water Company 1o maintain and operate, and To extend "che‘
water system descrided in the foregoing opinion and In 'che exhiblits
referred to therein, for the purpose of supplying water for domestic,
cozmarcial and/oxr irrigation purposes to the residents or owners of
land in the area within the red line marked onr the map filed as Bxhibit
mi® in this proceeding, | |

DATED at San Francisco, California., this / 4 day of

Octobexr, 1933. - @ /LQ/ o, ;o
/ﬁ/ L4.._
L (35 L M




