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Decision No. -------

BEFORE TEE RAn.RCAD co~crssroN OF TEE STATE OF C.AI.IFOR11JA 

In the Matte= of the Applicetio~ or ) 
!...AKS EJ+!M'ET WATER COlr?.a."Y ) ~pplication No. 19470 

~or order authoriz1Lg issue or stocks.) 

Cosgro"!e &. O'Neil, tor Applicant. ~~~ f~)f1 
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OPINION 

take Hemet 7.'ate:- Cotl:pany, a corporation, has applied 

to the Railroad Com=1ssion tor an order euthor1zing it to icsue 

5,160 shares or 1 ts cap1 tel stock o!' the agg:-egate ps: v81~e or 

$516,000.00. 
The application shows that the eo:pany 1s engaged 1~ 

the business ot diverting a~d distributing water tor ir=igat1on, 

domestic, mechanical and commercial purposes in the territory 

situate in Riverside County, generally known as the Hemet-~ 

Jacinto Valley, and lyi~ a~jacent to and in the neighborhood or 

the cities ot Hemet and ~n ~acinto and the uni~corporated town 

o~ Valle Viete-. 
In making this applica~1on the eo~p~y has submitted 

e balance sheet shor.1ng its assets and liabilities as ot May 31, 

.. 1933, as tollows: 

1. 



ASSETS 

F1xed ca~ital •••••••••••••••.•••••• $ 
Ca.sh ................ ,. ••••••••••••••• 
Kotes receivable ••••••••••••••••••• 
Interest receivable •••••••••••••••• 
Accounts receivable •••••••••••••••• 
Mater1als an~ supplies ••••••••••••• 
Prepaid insu=~ce •••••••••••••••••• 
Miscellaneous investments •••••••••• 
Other suspense •.••.•.••••••..••.••• 
Unamortized stock discount ••••••••• 

782,114.00 
6,899.21 
2,7-29.03 

463.84 
2,441.08 
3,296.90 

187.2l 
1,808.49 

- 4,799.2.9 
1,462,517.24 

Der1cit •••••••••••••••••••••••••••• ____ 3~1~J~O~S~1~.~35~ 

Total •••••••• $2,298,407.62 

LIABILITIES 

Capital stoc~ •••••••••••••••••••••• $2,000,000.00 
Notes payable...................... 43,499.99 
Audited vouchers................... 750.00 
Consumers' deposits................ l49.60 
Interest and taxes ac~ed......... 7,l99.75 
se~ces billed in advance......... 9,735.78 
Consumer s t advance s. • • • • • • • • • • • • • • • 1,054 .• 16 
Donations in aid 0: construction... 3,512.02 
Reserve for deprec1ation........... 232,506.32 

Total •••••••• $2,298,407.62 

The $2,000,000.00 o~ stock cO!lSists ot: 100,000 shares 

ot the par value ot $20.00 each. AS shown in the foregoing bal-

ance sheet, there was set up against the $2,000,000.00 par value 

or stock, Q,1scou.ut in the a:nOUllt o'! $1,462,617.24, leaving a net 

f1gure, or stated eap1t~1, o~ $537,382.76. 

Sect10n ZOO (b) ot the ge:eral corporation law or 

C~litorn1a provides that every stock corporation Shall have a 

stated cap1 tal. It: per valr.;,e shares have been issued tor a con-

sideration less than par, only tb.-e amount or the agreed cons1der-

ation tor such shares specit1ed in dollars shall be credited to 

stated capite.l. 

Lake Heme t 'Vla ter Compe..IlY has takeI:. steps to reduce its 

stated capital rro~ ~537,382.76, as ot May 31, 1933, to $516,000.00, 

a decrease 01: $21,382.75. To effect the reduct1on, it has amended 



1 ts articles ot incorporat1o:. so as to reduce the aut·hor1zed 

ca~~tal stock tro~ $2,000,000.00, divided into 100,000 shares ot 

the pa= value ot $20.00 eaoh, to $516,000.00, divided 1nto 5,l60 

shares ot the ~ar value ot $100.00 each, all sb.e.res being o't one: 

class. It:c.s.s made arrangeme.:::.ts ~ issue to its stockholders the 

5,160 shares ot $100.00 par value stock in exohange tor the 

100,000 shares ot $20.00 par value or stock in proportion to their 

holdings. 

The result ot the transaction is to eliminate the un-

~ort1zed discount on stock in the amount ot $1,462,517.24, to 

set up the capital stock at $515,000.00 1~stead ot $2,000,000.00 

and to reduce the de~ic1t by the amount ot the stated eapital re-

d~ct1on, that is, by $21,382.75. 

In support ot the proceeding it is alleged that the new 

stock as issucc. will :nore nearly app:'oximate in value the share-

holders' 1nterests as ret1ected by the actual assets and l1ab11-

it1es. It appears that the exeb.~ge ot stock is being made on a 

proportionate basis and that eo~equently the stockholders' 

relative interests will not be affected and that there will be no 

e~e in the control or the cor~orat1o~. 

ORDER 

lake Eecet Water Company having applied to the Railroad 

~ublic hearing is neoeesary7 that the applioat1or. ~hould be grantcd7 

as herein provided, and that the money, property or labor to be 
procurea. or paid tor tbrough the issue o~ such stock is reaso:c.a'bly 

required tor the purpose speci:icd herein, which purpose i~ no~, 

3. 



1::. whole or ill pert, reasonably chargeable to opera t 1.tl.g expense 

or to illCO:J.e, 

I'! IS EE:REBY ORDERED, th~t Lake Hemet Water Comp~ be, 

and it hereby is, authorized to issue, 0: or before December 31, 

19~, 5,160 shares o~ its capital stock ot the par value or $100.00 

a share in exchange for 100,000 shares o~ ~tock, heretofore issued, 

or the par val~e of $20.00 a share, tor the purpose ot reducing 
its stated capital, its de:ic1t and elim1~te its d1sco~t on stock 

in the a=ounts indicated in the opinion preceding this order, pro-

v1e.ed: 

1. That a~pl1cant kee~ such record or the issue or said 

5)150 shares ot stoek as will enable 1t to tile a report thereor, 

as required by the Railroad. CO~SS1011TS GeJ:eral Order No. 24, which 

order, 1nsorar as app11ceble, is made a part ot this order; and 

2. The t the au thori ty herein granted 'becot:le ettective 
upon the date hereof. 

DATED at san Franci~,co, Co.1if'or::.ia, this /(l-d d.ay ot 
Jo.me, 1934. 

Co:nci c s 1011e r s. 
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