
Decision No. 3JZ~)9 

BEFORE TEE RAILROAD CO]r~SSION OF THE STATE OF 

In the :if.2.tter 0: the Al'Pl:tc8,tiorJ. of 
~.B!.EREAD LPJO CO:£P tJr'i. ~ . , 

a cor-ooration" and ~.LIEU V~.'!ER COMPP~'Y" 
~ corpo=ation" for o~~ers autho~iz1ng 
t~e conveyance by Y~rblehead Land Com­
pany of certain pro~erties, etc. 

Gibson, Dunn &: Crutcher, by J. C. l~Lcfarland." 
for Malibu V:a.ter Company; 

Herbert F. Laueharn and W111i~~ H. Neblett, by 
Allen McCurdy" for Xf.arblehead Lc.nd Company j 

~s.rk M. Cohen and Irwin Fulop" 1'0"1.' Dr. COi7an" 
a property o~':ner; 

S$lisb~~" Robinson & Himrod, by W.B.Dennis, 
for T.R.Cadwaladcr, Permanent Tr~ctee for 
marblehead L~~d Company; 

Fcrr~d & Sloszen, by Rozs C. Fisher" for Security­
First National Bank ot Los Angeles. 

o PIN ! 0 N 

In this application Marblehead Land Company, a corporation, 

~:r..c. M.:llibu Water Company, G. corpor::.tion" have ::pplied to the P...:lilroao. 

Commission for orderz as ~ollow=:-

1. h.uthorizing the convey:=.nce by ::f.e.rblenea.<i '::'anc. Company 
to j'e.11bu 7:ator Comp~y ot certa.1n prope:cties used. by it 
in the development and distribution of water, a p::rt of 
w}-l..ich is to be conv¢yed :ubjcct to the lien of 'che Deed. 
of Trust in favor of Sec~ity-First National Bank ot 
Los Angeles. 

2. Autho:'izing ;":':'li"ou Water Company to iszue 100 ~ 000 :::hares 
of its -capital stock, ot the par value of $1.00 each" to 
Y~rblohesd ~cnd Company in exchange for said properties. 

3. Decreeing tnat upon the delivery of the conveyance ot said 
pro:9crty by lv!c.rblchead Land Comp~y to Mnlibu 'We.ter Company, 
~rc.rblehead Luna. Company has divested itself of its ;pub11c 
utility character ~~d is no longer subject to the jurisdic­
tion of the P..8.ilroad COr.1.-:iszioll. 

4. Ce:-titying tnat the Second Amended Pl~,n of Reore.m1zat10n 
of ~2rblehead Land Comp&ny~ dcted Y~rch 11~19~SI filed b.1 
t~'le lIIar'bler.1ead Land Company ~ e.s debtor 1 in p:-occed:l.l1.gs tor 
the reorgonizat1on of sc.id Marblehe~d 1and Company, unQer 
Soction 7"IE of the Bankr'uptcy Act 1 nov; pend.ing in the United 
States Dist~iet Court for the Southern District of California, 
Cent:al Di7ision, No. 27354-Y, on ~mrch 14? 1938" is ~pproved 
by the Railroad Commission as to the public interest therein 
-?n.9-/ the tcirness thereof. 
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• 
A public hearine wes held in the matter before Examiner 

~~CAall in LO$ Angeles on September 14, 1938. Although notice 

ot such hearing previously had 'been g1ven to consumers now re­

ceiving service trom the water system involved. in this proceed­

ing 8~d hr~d been published 1n a newspaper of general circUlation 

pub11zhed in Los Angeles, no one entered an appearance in oppo­

sition to the granting'of the application. At the hearing, 

counsel tor ¥~liou Water Company further ~sked the Con~s~1on to 

wake its order specif1ca.lly granting to the Company a certi:f:1.ca.te 

of public convenience ~d necessity. 

The :::.pplicatio::. shoVls that M~.:rblehcc.d .IoI:md Compo.n,. is a 

corpor~t1on organized on or about June 30, 1921 under 'che laws 

of the State of Delaware. Since its incorporation, it ~z been 

engaged in owning, operating and subdividing real est:~.te, the major 

portion of which is loc3ted in Los Angcles County end consists of 

~hat is knovl.n ~s the Malibu Ranch ly1ng ~long the Pacific Ocean 

no~t~ of Sant~ Uonica. In a~dition it appears that incidental 

~o its real estate and suoc1vizion activities it ~s fo:- some years 

last past furnished water to certain lessees of parts of its Y~11bu 

properties and to ~dividuals who have purcr~sed l~ds !rom it 

along the occ~ front, chiefly in that section known as ¥~11bu 

Beach. At present service is given to 214 consumers. 

The Comp~y at no time applied to or received trom this 

Co~ssion a ce:-t1fic3.te authorizing it to operate ~s a public 

utility, nor did it, prior to the making of this application, file 

:t::ts schedule of rates for water service. It alleges that its water 

service r~s been given as a ~tter of conveniencc. 
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The record shows that heretofore ~~rblche~d Land Com~any 

ceca=e involved in financial difficulties and on February. 8, 1936 

~iled in the Dist~ict Court of the United States~ tor the Southern 

District of Californi~, Centra.l Division, a petition for its re­

organization under the provisions of Section 770 of the BankruptC,1 

Act 1 which petition :1.s now pending. Therea:f't er on March li:'1 1938, 

it filed in said court its second amended plan of reorganization 

vrr..ich, it reports 1 has been accepted by more than two-thirds in 

amo~t of each class of its cre~itors and by all its stockholders. 

T. R. Cadwalader has been appointed Permanent Reorganization 

Trustee for Marblehead Land Company. 

It is the c.esire of those in control of the affairs of r.a.r­

blehead Land Company, to scpz.rate the wz.ter oper:;.tions from the 

real estate activities and accordingly to that end they hzve caused 

the organiz~tion 0: Malibu Water Company for the purpose of having 

it receive the water properties now o~ned by Y~rblehead Land Com­

,any rino. thereafter of operating them as a public utility "later 

comp~y. The p:-es:ent and proposed service area is shown on a map 

filee in this proceeding as EYJUbit "4". 
Upon the ~cc.u1sition of the prope:-ties by :t{;.alibu Wo.ter Comp:::.ny 

it is felt by applic&nts t~~t 1~rblehead Land Company no longc~ ~~ll 

be, if it is now, a public utility company under the jurisdiction 

of this Commission, :;.nd accordingly the Commission haz been advised 

that i~ it authorizes the transfer of the properties to, and the. 

operation thereof by, the ~libu Water Compzny, it will not be asked 

to: .pass upon ~~he fairness 0'£ the reorganization plan. 

~libu Water Company w~s o:,g~nized on or about August 12, 

193$ under the laws of the State of California with an authorized 

capital stock of $100,000. 1ivided into 100, 000 s~res of the par 

value of $1.00 each, all common. It proposes to issue all of its 

authorized stock at this time to Marblehead Land Comp~y in exchange 
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for the water properties to be conveyed to it under the program 

outlined in this proceeding. The physical properties to be so 

conveyed, according to the test1mqny of T. R. Cadwalader, or1gin­

ally cost $J43,O~5.93 and have a depreciated value ~t tbiz time 
.:r ot 'ii'220,87;.1;. 

It is not necesscry tor the Commizs1on ~t this time to 

=~ke a fincing of velue of the water propert1es referred to herein. 

!%:. 0'Cl" opinion sU£!"icient showing has bee!l made to warrant .an order 

authorizing the issue ot ~lOO,OOO. of stock by Malibu Wate~ Com­

pany and the order herein will so provide. 

Malibu Water Company proposes, tor the present at least, 

to maintain the same schedule of rates now charged by Marblehead 

Land Compsny, namely, a flat chzrge of $1.;0 per month for a 3/4" 

connection ~d $2.25 ~er :onth for ~ 1" connection, but at a later 

date to install meters ~nd to seek the Commission's approval of 

a sche~ule proViding ~or metered rates. this matter, however, is 

not now before us. 

It appears that dur1ng 1933 Y'iArblehea.d Land Company executed 

to Security-First National ~~ of Los Angeles its promissory notes 

and its deeds of trust on certain or its properties, including pro­

perties now to be conveyed to the water company. According to Ex­

hibit D~ the indebtedness to the bank aggregated $568,788.07 as of 

J'tte.e l~ 1938. At the hear:t."'lg in this matter, counsel for appllcantg 

st~ted that the Federal Court in the reorganiz~t1on proceedings 

before it had recognized the v&lidity of the lien and ot the renew­

~l thereof. A new note and deed of trust will now be executed to 

the bar.lk..1n renewal. 

It is one of the provisions of the plan for reorganization 

that the water properties Will be transferred to Malibu Water C~­

pany subject to the present and renewal lien to Security-First 

N~tional B~~ of Los Angeles. Malibu W~ter Company will not· be a 
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party to the execution of the note end deed of trust and will 

not assume the payoent of the principal and interest. 

~~le 1t 1s poss1ble that Secur1ty-First N~tional Bank of 

Los Angeles may, in the future, succeed by foreclosure or other 

proceedings to the properties covered by the lien or the deed or 

trust to it, nev¢rtheless the properties operated by Ma~bu Water 

Company will be impre~sed with the public service wbich cannot be 

removed by trznster, foreclosure or other proceed1ng. 

Marblehead Land Company ~d ~libu Water Company having applied 

"to the Railroad COmmiSSion for orders authorizing the tr~sfer of 

properties ~d the issue ot stock and tor e certificate ot public 

convenience and necessity, as indicated in the opinion preceding 

this order, ~ public hear~g having been held and the Commission 

having considered the matter ~~d being ot the opinion that the 

appl1cat~on should be granted as herein provided~ 

IT IS BEREBY ORDERED as tollows: 

1. Marblehead Land Company may on or before December 

~l, 1938 tr~rer to ~libu w~ter Company the pro­

perties referred. to 1n tbis applieation used by it 

in the development and distribution of water, suCh 

transfer to be in accordance with the terms .and con­

ditions outlined in the application. 

2. ~~xblehc~d L~d Cocpany upon the tr~ter ot its 

properties to Malibu Water Company, as authorized 

bere1n~ is hereby relieved or the duties and functions 

or a public utility water corporat1on in the terri­

tory in which it is or may be....furn1shiIlg puc11c 

ut1li ty service by means ot the proper·ties 1 t is 

herein authorized to transfer to Malibu W~ter Company. 
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3. M.?.libu Water "Company may ~ on or 'be!ol"e December 

~1, 1938, in payment for the properties herein 

authorized'to 'be transferred to it, ,issue $lOO~OOO. 

par value or its common capital stock~ it being 

the op1Dion of the Commission that the money, pro­

perty or labor to be procured or paid tor through 

such issue is r"easonaoly reqUired tor the purpose 

specified herein and that the e~ndit~e for such 

purpose is not, in Whole or in part~ reasonably 

chargeable to operating eX~DSes or to ~come. 

4· Malibu Water COl:lpany" within tll1rty (30) days after 

acq~ring the properties referred to herein shall 

file with the Commission (a) a copy ot each deed or 

conveyance as actually executed by which it receives 

title to the s31d properties; (0) a statement show­

ing the exact date upon which it acquired and com­

menced operating said properties; (c) a statement 

of the issue of the stock here~ 3uthori7.ed; (d) 

its schedule of rates to be charged for service 

rendered by 1t~ which schedule shall be identical 

With that now charged by Marblehead Land Co~peny, 

and its rules and regulations governing relations 

wi tb. its consumer s • 

5. ~he authority herein gr~ted will become effective 

upo~ the d~te hereOf. 

~HE RAILROAD CO:.naSSION OF THE ST.A.~E OF CALIFORNIA HEREBY 

DECLARES thct public convenience and neceSSity require snd will 

rec;:me Malibu Water Company" a corporation, to construct., accrl.i.ire~ 

operate and maintain e water system for the purpose of supplying 

water for domestiC, commercial and irrigation ~es vdt~the area 
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shaded in yellow upon the map filed in this proceeding 3S Exhi­

bit ~4~7 therefore, 

IT IS HEREBY ORDERED, that a certificate or public conven­

ience and necessity is hereby granted to ~~libu Water Company in 

accordance with the foregoing declaration. ... 
DATED at San francisco, Ca.liforma, this /9'-< day or September, 

1935. 
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