
BEFORE THE: RAILROAD Cm.',!ISSION OF THE STATE OF C.lU,IFORN'L\. 

In the ~tter ot the Application ot ) 
lAKE ~2:T ~Ij'AT:ER COMPJUrY, ) 

a corporation, tor a permit author- ) 
izing it to exchange capital stock ) 
tor real and personal property. ) 

Application No. 21222 

A. Heber Winder, ror applicant. 

!I TID! CONNISSION: 

OPINION 

The Commission has been asked to enter its order authorizing 

I.a.'ce Hemet ~'Vater CompanY' to issue its shares ot stock in the aggregate 

par value of $S~6,000. in exchange tor the properties formerly o\~ed 

by the I.e.ke Hemet Wat,er Company whose corporate existence expired 011 

danuary 20, 1937. 

The application shows that on or about January 20, 1887, 

there was org~ized under the laws of the State otCa11tornia a cor

poration known as tho Lake Hemet Water Company, hereinafter referred 

to as the "old company~; that said old company had a te~ or eXistence 

ot fitty years terminating on January 20, 1937; and. tllat during its 

existence it acquired certain real and personal property, water,water 

rights, rights of way and. other assets and operated a public utility 

in the distribution or \,later tor irrigation, domestic end other pur-

poses in and about Hemet and San Jacinto, Riverside County. 

The old company since 1912 has riled annual reports with the 

Commission. Its latest report shows for 1936 operating revenues ot 
$49,017.39, operating expenses, includtng taxes and depreoiation. or 

$48,905.41 and net operating revenues of $111.98 with 890 active 

service connections at the close or the year. The report shows the 

investment in fixed capital at $786,036.25, the reserve tor accrued 
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depreciation at $271,426.73, notes payable to He~et Land Compauy and 

Hemet Town Water Company, attiliated companies, at $35,000., other 

liabilities at $4,459.87 and capital stock outstanding in the total 

amount or $516,000., divided into 5160 shares of the par value ot 
~lOO. each. These shares are reported held by the tollowing:-

?!attie S. "/':eir 2150 
J'ane ,rh1tt1er Sypher 1720 
An:.er. Trust Company, Trus tee 860 
Bothin Helping ~1lnd,P1edgee 430 

Toto.l. .... .. • • 516'"0 

It appears that the old company inadvertently tailed and 

neglected to amend its ~~tic1es ot Incorporation so as to extend its 

term ot existence. Accordingly on April 24, 1937 ~ agreement, tiled 

as Exhibit B, was entered into by and between the de tacto corporation, 

its last tormer directors and stockholders, and the incorporators ot 
applicant herein Wherein it was agreed, among other things, that the 

tormer directors ot the old company, as trustees tor the creditors and 

stockholders, would execute a deed and bill of sale conveying and 

traDsterring the properties to a new corporation and that such new cor

poration would assume and agree to pay all the debts and liabilities 

and to pertorm all the contractual obligations of the old company, and 

would issue 5160 shares of its capital stock to the same persons and 

in the ~e amounts as pertained to the certificates ot stock of the 

old company outstanding on the date ot expiration ot its term of 

existence. 

The new corporation, applicant herein, was organized on or 

about ..::~pril 30, 1937 with an authorized capital stock ot $5+6,000., 

d1v1ded into 5160 shares of the par value ot ~?lOO. each. It appears 

that it proposes to take over the book accounts ot the old company 

without change and to conduct the business in the same manner as its 

predecessor. 
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~he stock of the old company was issued under authority granted 

by the Co~isslon by Decision No. 27149, dated ~une 14,1934. Prior 

to that time the company had outstanding $2,000,000. par value of 

stock which, however, was otfset in part by stock discount ot 
$1,462,617.24, and it concluded to reduce its stated capital to 

$516,000. in order to eliminate the stock discount and to bring 1ts 

outstanding stock more into line with what it oonsidered represented 

the stockholders' interests in the assets and properties. The 

present proposal does not alter the capital set-up as in effeot it 

involves ~erely the exchange at par tor par of the stock of the new 

company tor the stock of the old company. No change in the m6nage-

ment or control of the wa.ter system. will follow the exchange of the 

stock. 

In making the application the n~N corporation agrees that the 

consideratioD, tor issuance ot its stock and the assumption ot the 

liabilities, ob11gations and debts or the old company shall not fix 

the value of the properties compristng the water system nor hereafter 

be binding upon it or the Commission. 

ORDER 

Application having been made to the Railroad Commission tor 

an order authorizing take Hemet Water Company to issuo stock and tor 

such turther order as may be tit and pro~er, and the Commission having 

considered the a~p11cation and being ot the opinion that it is a 

I:le.tter in 'W'bioh a public hearing is not necess:u-y, that e.:pplice:Xl:t·.~S·;, 

requests should be granted as hereinatter prOvided, and that the 

~oney, property or labor to be procured or :paid tor through the issue 

ot the stock is reasonably required tor the purpose specitied herein, 

which purpose is not, in whole or in part, reasonably chargeable to 

operating expense or to income, 



IT IS HEREBY ORDERED thet the tor.mer directors of Lake Hemet 

Water Company, the old company, as trustees for the creditors and 

stockholders thereot, be, and they hereby are, authorized to transfer 

on or before July 31, 1937 all the properties comprising the water 

system formerly owned by said old company, to Lake Hemet Water Com

pany, a new corporation, a~plicant herein. 

IT IS HEREBY FURTE3R ORDERED that Lake Hemet Water Company, 

the new corporation, be, and it hereby 1s, authorized to issue on or 

betore July 31, 2937, in payment tor said properties, not exceeding 

:;~516, 000. p~ value ot its capital stock and to assume and agree to 

pay allot the debts and obligations, and to pertorm all the oon

tractual obligations ot the said old company and of its tormer direc

tors as trustees. 

The authority herein granted is subject to the following con

ditions:-

1. Lake Hemet Water Company shall keep such record ot the issue 

ot the stock here1n authorized as will enable 1t to tile 

within thirty(30) days thereafter a ver1fied report, as 

required 'by the Commission's Ceneral Order No. 24-A, which 

order, insotar as app11cable, is made a part ot this 

order. 

2. !'e.ke Hemet Water Company shall w'ithin th1rty(30) days atter 

the transter or the atoresaid propert1es, rile with the 

Commission a certified copy ot each deed or other instru

ment or conveyance by which it obtains title to the 

properties herein authorized to be transterred to it. 

3. The consideration paid by Lake Hemet ~ater Company tor the 

aroresaid properties shall not hereatter be urged as a 

determiDation ot the value ot said properties tor any 
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pu=pose othor than the transter herein authorized. 

4.The authority herein granted shall become effective upon the 

date hereof. 

DATED at San Francisco, California, this 

June, 1937. 
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Commissioners. 


