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2 ('- /' .) "7 Decision No. ___ ..;_0_, ~_.' __ '_'_' _ 

BltTO?E TEE :RAILROAD COMMISSION OF THE S'l'Al'E OF CALIFORl:ll'"ll 

In the Matter ot the Application or ) 
ROME FA...~ WATER COMPJJ.4'Y } 

tormer1:r known as Watson Water Com- ) 
pany~ a corporation, tor or~er auth- ) 
orizing the 1ssuanc~ or bonds~ and ) Application No. 19045 
tor a oertiticate ot public conven- ) 
ience and necessity. ) 

Ogde:c.~ Steelman and Crocker, 
by I &mrc.el Steelman,., tor applieant. 

BY TEE COMMISSION: --
OPINION 

In this proceeding the Commission 1$ a$ked to enter 1tz 
-order declaring that public eonvenience and necess1ty ~equire Home 

, " 

Farms Water Company to maintain and operate a. public utility v:ater 

s:rst~ in the territory indicated on the map tiled as '~Exh1b1t A~, and 

authorizing Home Farms Water Company to execute a mortgage or trust , 

indenture to secure the payment ot an authorized issue, or $300.000 .. 

race value ot bonds, and to issue some,or said bonds~ tor the purpose 
I 

or retunding outstanding 1ndebtedness. 
I t is alleged the. t appliea.n t i~ engelged in the business 

or prOducing and delivering water to the :own or Et~e in the County 

ot Riverside, and eerta1n orchards and v1neya=ds surrounding said town, 

comprising some 2500 acres. A cert1~icate ot'~ub11c convenience and 

necessity to operate a water system in this erea was granted by Dee1e-
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ion No. 18157 dated April 4, 1927. By Decision No. 20841 dated 

March 6, 1929 the Commission dismissed an application o~ Watson Water 

com~any to serve some 6000 acres ot land adjacent to t:e orig1Dal 

service area.. Since then, because o! receiversh1~ proceedings and a 

toreclosure sale, the development and control ot the propertyh&s 

passed out o~ the ~ds or the original promoters. Following t~e 

sele of the properties some ot the land owners or purchasers organize4 

8. co-operative organizat1on mown a.s the Etllanac Rancho Ltd. This 

organization, however~ has not been able to carry torwerdthe develop-

ment of the properties. This is now 'beillg undertaken by A. Fre.hei:: 

Page a:o.d his associates who control tlr:ough stock ownersh1:p the E:ome 

Farms,Corporation which, in turn, eont=ols Home Farms Water COmpany. 
Applicant now asks tor a cert1ficate ot pub11c eonve:ience 

and necessity to serve about 5000 acres or land shown on Exhibit ~~~ • 
., 

In this area are some 1500 small tar.ms growing kadota ~igs and vine-

yards, and in sone eases deciduous rru1ts and berries. The Home 
Farms Co=poration owns or controls about 2000 aeres in the 5000 acre 

, 
area. The Home Fa~ Corporation is promot1ng the development 

ot small ~ar.ms in rive, te~ twenty and forty aCre tracts. 
It is allege~ ~hat over 75% ot the entire area to be served 

is under intensive cultivation at the present t~e. However~ te~ot 

the owners or the land are now liv1ng on the same. The Home Farms 

Corporation proposes to lease trom the owners their land and cultivate, 

plant, replant, prune 8!ld. harvest, the tru1t and crops grown on the 

land and pay to the owner as rent, 7~ ot the net prOfits derived 
'., 

rr~ the operatiOns ot the Rome Farms Corporatio~ By net prot1t is 

mean't the aIDOWlt rema.1n1ng. a~ter all costs and expenses or every kind, 

character and description have been deducted. 

It is or record that app11~t has ae~u1red the wells, trans-

mission and distribution pipe lines in the area it desires to servo •. 
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It has also acqtr.1:'ed the :p1:pe lines shoVlll on E::h1't>1 t "A" which 1.:: 

outside the proposed service area. Those properties were eequ1re~ 

trom Etlla:c.ae Rancho Ltd. subject to ex1st1ng e:lc'Cl%l.braneG~> reported in 

Exhibit ~'! at $150~3l.0.38. This sum 1ncludes$l.8,500.00 oor indebt-

odness payable to ~. ,1. Wilson which is secured by a lien on the equip-

~ent ot ap:p~1c~t. The balance ot the indebtedness is :payable to 

the tollowing part~es:-

Name - Date o~ 
Trust Deed Date Due 

Interest 
Rate 

A.L1neo~ Colton aiD. 1~,1§52 ~an.lo,l§Z5 
Nt of ~ See.ll,. Twp.5 So. R 3 '1l. SBBK 

W1l11~ E. Ot1~ June 19,19Z1 ~e 19, 1934 
Pt. See. l5, :wp.5 So. R 3 W. SEEM 

DaV1d :r. Park Aug. U, 1931 Aug. ll, 1934 
Pt. See. 2, Twp. 5 So. R 3 ~. ~ 

'1I.I:::y s. Ph1111~s and 
5a1dee Benson Jan. ll,1932 Jan. ll, 1935 St or ~ Sec. ll, Twp. 5 So. R 3 w. SBFM 
'W. F. Snodgra3s Dee. 2(6, 1931 May 1, 1934· 

Pt. NE; See. 10, 'rW:P. 5 So. :R 5 W. SBEM 
K. G. Stewart July 22. .193l J"uly . 22" 1934 

So. t See. 12, '!'wp. 5 So. R 3 W. SB'BM) 
SWi' or Sec..:.:, 7, Twp. 5 So. R 5 w. SB:8M) 

Aliee E. Thoma:.';;; Feb. 1~ 1932 Feb. 1, 1935 
Pt. ~~ or See. 7, Twp. 5 So. E 3 w. SB:EM 

ENC'OMBRANCES AFFECTING TEE 
ET!ti.Nlc :RlllcHO, Vfl'). SYSTEM 

&J) 
Amount 

$ 5,?e~.oo 

6,259.19 

3,925.53 

7,l93.50 

7,000.00 

4-9,095.67 

2,125.56 

Luey M. Corey Aug. 21, 1931 Aug. 27, 1934 7% $11,512.50 wt or ~ See. 10. Twp. 5 so. R 3 7t. SBFM 
E. &. Emily Guenther Mar. 1, 1932 Me.:. 1, 1935 7,% 5~014.59 

Nt 01: ~ Sec. 14, Twp. 5 So. R :) W. SEEM 
L. R. Eartor4, at al. Nov. 1, 19Z1 Nov. 1, 1934 7% l6~256.~0 

NEZ or See. 35, Twp. 4, So. R 3 W. SB3[ 
Edythe M. Hunte:: & 
Charles w. Ge1gerOet. l, 1931 Oct. 1, 1934 7~ 1l,99a.~ 

Pt~ or SEi- See. 25, Twp. 4 SO. R 3 w. SBBU 
C.E.Loose and 
J".H.Ba1-"'"d Mar. 1, 1932 ~.ar. 1, 1935 7,% 4~5ez.80 

NEZ. &. Pt. or NWi See. 2, 'hp. 5 So. E 3 W. SBB1r1 

TOTAL. • • • • • • • • •• • • • • • • $131,.S10.38, 



e' 

The payment 0: the indebtedness payable to other than J. F. 

W1lson is secured by trust deeds eovering lands attect1ng the title or 

the water $yst~ or applicant. The testimony shows that the lien o~ 

these trust deods ettaches to the wells ~a ,i~e lines located on the 

land. It the indebtedness is not paid and the '''trust deed is tore-

elosed, the purchaser would obta1:l titlo to/the water properties on 

the land~ ·SUch an eventuality would seriously interte~e with the 

operation ot the remainder or the water system. To avoid such a sit-

uation trom becoming a reali~ app11f~t asks per.m13s1on to exchange 
1 ts ~'t1rst mortgage bond3 payable on or betoro ton years atter ~te 

tor thE' above indebtedness aggregating $131,SlO.3~ 

~owever~ that the holders ot $51~617.73 or outstand1:g notes have not 

yet consented to the exc~ ot s~e ~or applicant's bonds. It any 

or the indebtedness should be di~counted sueh discount should~ we 

believe~ enure to the bene~1t or app11cant,and the amount 0: bOnds it 

will issue ,reduced aocordingly. 

J. F. Wilson, to whom. t:b.e:oe is due the sum 0": $18,500.00, 

has agreed to accept in pay:ne:c.t,:·ot such Sta:l., applioant's note tor 

$18,500.00, seoured by the deposit 0: applicant's ~ 'bonds 1:1. the 8lX!.ount 

or $37,000. 

In Exhibit No.1 the c~pany ~e~orts the cost or its equ1~ment 

and the value or its water. rights as rollows:-
Cost or well boring, oasi~, pumps, motors, pumphouse3 ••• $250,000.OO 
Cost or llO m11es or underground c~ent p1~~ d1str1- -

but1ng sy~tem standpipes, reservoirs, etc. 304,558.00 
Valueo! water rights based on ability, tO'deliver 

1,115.8 miner's inches or water suitable 
tor irrigation ••••••••••••••••••••••••••••••• 

Total value as ot JUly, 1928 •••••••••• 
DEPRECIATION: 

551z242.00 
$ 1,.1l5,80~.~ 

tess Syear~ depreciation or the 
phys1ealequ1pmont············.$83tl83•70 

Less ditrerence 1n replaee:ent 
eost as or JUly, 1933...... . 221%823.20 

Total depreciation •••••••••••••••••••• 
Leaving total value ot plant,. equipment and 

water rights as ot JUly, 1933, at •••••••• $ 
305z005~90 
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F. R. 
,0, 

in ~'b1tN~. 4 est~tes the orig1naJ. cost ot 'the physical proper-

ties as or Octol:>er 1, 1933 at $459,!aS9.00.' Of this amount th~re i~ 

about $20,000. ot eq'll:t~ment and parts 1:1 th~' storeroom. alld. warehous&. 

We reel that ~here is ~o need tor thi3 COmm1~s1on in.ttis 
.~ 

proceeding to pass on the value 0: appliean:t'-s reported wate: :r1ghts.~ 

We are exp~essing no op~on either as to the extent 0: 3uchr1ghtz 

or as to the value ot such rights. 

",I 

In Exhibit No.1 app11cant est1matea. 1tso;peratillg reV'e%lue 

at $81,217.00 segregated as rollows:-

Sale or water to domestic consnners •••••••••••• $1.137.00 
Sale or water~ to 5,000 acres unde:: cQmPatt1 

system. :roO::, 1:rr1ga.t1o:1., owners or 4000 
acres ba~ applied to eom;an7 to:: 
wa ter ••••• ' ................... ", • • • • • • • • • • • • •. ;~ 80~ oeo. 00 

'rotal ..................................... :;$m~2J.? .w 
.' , 

The $80,080';.00 is based on the assumption that or:. the aver-
-;' 

age a supp17 or 2-aere teet 0: water per seas~ will be required. To 
this is applied a rate o~ $10.01 ~er acre per toot. 

'-I 

reported at $40,200.00.,:) leaving $4.,l.Ol7'.OO 1"0:= de:p:ree1a.t:1.on and -8, :retu...~ 

on the investment. I' . , , I 

It occurs to us that tMs estimate 0-: earn1ng:s,. bea=1:lg 1n 

mind ex1sting cond1t1on3 and the history of this ~roject, is rather 
, . I 

opt1m1sti0. Tnere is some doubt ~ our ~s whether the net earn1ngs 

will be suffic1ent to pay the j"uteiest on the proposed bond issue. . ' , . 

Xnesmuch as Rome Farms Corpora~10~, which own3 all or the stock o~ app11-

ctlllt.land which directly benefits tb70nglt the 1ss~e:;0:t:: a:ppl1eantt~ bonds 
I 

in exchange tor outstanding 1ndebtedn~s, "We believe that 1 t shoald , 
I 

guarant~e the payment of both the pr1ncipal and ~nterest on the bonds 
J 

issued in. exchange tor the above ind.ebtedness or deposited as,collateral . '. ., ... 
to secure the payment o~ any ot such debt. This gciarantee should be 



inco~poreted in the mortgage or trust in~cnture secu=1ng the pay.:ent 

or the bonds. and also endorsed on the 'bonds so issued. 

should realize the earnings r~por~ed in its exhibit No. l, the e~ecu

tion or the guarantee by the.Rome Far.:s Corporation will not' impose 

any actual 1iabi11~ upon it • 
. ' 

Applicant has submitted a copy of its proposed mortgage or trust - ..... '", 

indenture. At the hearing it was announced tba t R1 vers1de T1 tl-e s, ..... 

company;. ~here1n named as trustee, was not authorized by law to act 

as trustee under the indenturo. Some revicions have been made in 

the indenture originally submitted. We, however, st111~1nd the 1~ 

strament ine~plete, part1cularly in regard to detining the ter.ms and 

conditions under which the reserved bonds may be executed by the cam-

pany and cert1r1ed by ~he trustee. Moreover, the ~t indenture eon-
ta1ns no seisin ,clause. It is our 'Cmderstand1llg that some or the 

proprrties ot applicant were acquired subject to ene~branees. There 

is no recital or suc:b. encumbrances in the indenture. The 1nztrument 

as now tiled does not indicate either the face value ot the ,1:d1v14ual 

bonds or how they will be numbered. Moreover, as tndicated above, 

there should be 1nco=porate~ i~ the indenture the guarantee ot ,Home 

Far.ms Corporation under which it, its suecessor~ and ass1gc8, agree to 

pay both the ~rincipal and interest 0: the atoresaid.bonds in the event 

said principal and/or interest is not paid by applicant, as prov1de~ 

in the trust 1nde:c. ture. 

We believe tbat appl1~t should at this time l)e given pe=:m13-

sion to maintain aM operateJ a. we. ter system. ill the area outlined 0:0. 

the :map til ed. as E%h1i:>1 t "A". Permission to issue bonds, we think, 

should be held in abeyance until applicant has tiled a trust indenture 

which is in satiste.ctory to:r.m. At the time :1. t tiles such indenture 

it should also inform the Co~ss10n o~ tbe names or those who have 



:e 

agreed to accept its bonds in payment or indebtedness now due t~, 

the ~ount or the indebtedness and the amount or bonds to be issued 
in payment or the same. T.he issue ot the boads and the e%eeut1on 

of the trust indent'Ol"e will 'be the subrj.eet matter or e. suppleme:c:tal 

o:=der. 

ORDER 

," 

Rome Farms Water Company having asked per.m1as10n to construct, 

maintain and operate a publie utility water syst~ in the area marked 

on the map tiled in thls proeeeding as Exh1'b1 t ".A~, and to. issue bonds 

and execute. a mortgage or trust indenture, e. public hearing llaV1ng been 

held 'before Examiner Fatlkhe.user, the Comm1ssio!1 having eonsidered the 

testimony su'bm1:tted am 'be1ng or the op1ll1on the.t applicant should be 

granted a certiticate ot public convenience and necees1ty, as herein 
•. 

provided; and that per~ssion to issue bonds and execute a mortgage or 

trust 1nde:o.ture should be the subject mattor or a su~plemental order, 

theretore~ 

TEE Rla.ILROAD COMMISSION OF TRE ST~ OF .CALIFOBNIA l:IE:P.%BY 

DECLARES that public convenience aM neeess1t:r require and will require 

Home Fezms Water company to maintain and operate, and to extend the 

water sYS~ described in the to=ego1ng opin1on and in the exhib1ts 
reterred to therein, tor the purpose or supplying water ~or domest1e, 

commercial and/or irrigat10n p~ose8 to the residents or owners or-
land in' the area wi tb.1n the red line markod on the map tiled as Exh1bi t 

~A~ in this proeeed1~ 

DA~' at San FI'anc1seo, Cal1torn1a, 

October,. 1953. 
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