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Decision Xo. _‘Léaiﬁi ‘ - ST

BEFORE THE PUBLIC UTILITIZES COMMISSION OF THE STATZ OF CALIFORNIA

In the Matter of +the LApplication of

MCUNTAIN PROPERTIES, INC.,
a Califomia corpo*atian, Application
No. 20547
to mortgage its vroperties and for |
aﬁpTOVd¢ of an ;nc*e**c in its

ated canizal.

L P O R T )

In this applicaticn, Mowntain Properties, Ime. kas gpplicd
to the Public Utilities Commiczsion for an order authorizing 1t ¥
execute 2 mortgage and to issue a note for $150,0001fo§ the purpose:
of paying indedtedness, financing the cost of additions %o its slant
and of providing working czpital, and au ro*iz*nﬂ it to inercase 1ts

stated capital by the sum of £25,167.

Applicant 45 a Californmiz corporation engaged in the
operation of pudlic utility water systems in poriions of Orange and
Los Angeles Countics. Its annual reports filed with the Commiscion
for the last five years show 1its investment in water properties and
the number of active service comnections at the close of each yecr,
and i%s operating revenues and net income for the year, as fcllows:

Dixed Service Cperating Net
Canital Connections ?nveruo Income

1944 v 85,979 1008 21,048 & 209

1945 118,902 1090 25 LTh

X946 ¢;9 880 . 1385 Jl 675

1547 238,176 2110 43,726
1648 305, 482 2387 64,977
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As of June 30, 1949, applicont's investment in its fixed

capital ic xeported at $331,671. Its financial reports indicate
wat such investment has been financed, in general, Tarough the
issue of 1,000 shares of no par value common stock(L) which are
carried on its Dalance sheet at $54,023, the use of borrowed money
represented by notes and accounts payable, with donations and ad-
vences for construetion and with earnings from operztions. Amoﬁg
ofner things, it has ;ssued, pursuant to authority granted by the
Corzuission, $125,376 principal amownt of installment notes to
Reconstruction Finance Corporction, znd his executed deeds of tru
and mortgages of chattels on its propertics %o sccure the payment
of szid notes. The princinpal amount of its indcedbtedness to Reeon-
strmiction Finance Corporation, accoréding to the present application,

has been reduced Lo $59,250.

Applicant now desires to refinance its outstanding indebdted-
ness and to borrow additional sums to meet construction requirements
cnd to provide working capital. It has made, or is eagaged in
making, arrangenents to Porrow from Pacific Mutual Life Insurance
Company *the sum of $150,000 for the following purvoses:

1. Retircment of oxisting obligations:
Lozn by Wintrozth Pump Co. & 5,213.45
Syndicate Mortgage loan 5,036.58
Loan by J. L. Lyon 7,000.00
Loan by Rosemead First Nationol Bank 5,000.00
- Loan by Security-First National Zank 2,500.00
Miseellancous acecounts payable 17,519.50

(Continued)

(1) -

The outstanding shares of stock .are reported held by J. L. Lyon
ané G. C. Lyon. Applicant!s aznuezl renorts to the Comnission show
that no dividends have been paid on Lhe ocutstanding stock. '
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2. Addsitions to fixed capital:

Tank ond w»ump, Hawaiian Gardens & 4,000.00
Pump and well, Sun Garden 4,000.00
Yeters | 5,000.00

Truck . 3,000.00
Pipe lines, various systems - 10,000.00
Miscellaneous tools 1,000.00
Purp and well, Orangowood 5,000.00

3. Working capitel for material and lLabor

for capital improvezents in the various
water systems oncrated by company 16,480.47

$150,000.00

The sum $0 be thus borrowed will be represented by 2 note
7

payvable twenty years alter date with intercst at the rate of 4=1/4%

per annum, sebjicet to prepaymoent, in wnole or in part, at appli-
2

cant's option in any multiple of 81,000, 2%t the principal amount
plue 2 premium of 4% 4Lf suckh prepzyzent is mede prior to July 1,
1950; and at & premiun successively reduced by 1/5 of 1% on July 1,
1950; and on July 1 of ecach yeor thorcafter. The payment of tze
note will be secured by 2 mortgage covering applicant's properties
uder the terms of which applicant, among other trings, agrees

that it will cach year, beginning with the year 1949, expend an
amount equal to the yearly amount of its deprec;ation expense,cz)
for permenent additions or Sor the purposc of retiring indedtedness;
that it will pay into a sinking fund on July L, 1951, and on July 1
of each year thereafter, the sum of $2,750; and that until the loan

1s fully paid it will not pay amy dividends on any class of its

stock except out of net

remaining after

() |
Applicant's annusl reports for the last five years show its de-
preciation charges 25 follows: 1944, $2,286; 1945, $4,086; 1946,
B2, 44l; L9LT, $8,629 and 1948, $9,709.

-3




A.20547 pob MMV

dedueting from such net income for the period from June 36, 1949,
to the last day of the month precoding the declaration of such
‘dividend or acquicsition of such stock the greater of the following
itens appiicable %o the same period: (2) thirty-tarec and one-
third percent (33-1/3%) of 1%c net imcome acerued subsequent to
June 30, 1949, during the calendar vear preceding the declaration
of said éividends; or (») the sinking fund payments required wnder
the terms of this mortgagc;

Applicant Lz indedted to J. L. Lyon in the amount of
$32,167 ovidenced dy 2 short-term note. Mr. Lyon hos agreed 0
cancel 525,167 of this zmount and aéplicant propeses, and ia fzet
is reguired by tae loan agrecment with Pacifié Matual Life Insurance
Company, TO cause this cmount.on Lts hooks ©o bc-transfc:red to its
stated copital, bringing the total amount of sucehk capital up %o
$79,200 for the 1,000 shares of common stocx presently outstanding.
Applicont asks the Commission to approve the proposed inercase in

stated capital.

However, the Commission ic of the opinion that the request

of appiicant for zpproval of the incercuse in stated capital, as set
ount in this application, ig 2 matter that comes within the provi-
sions of the Corporations Code of this state. TFor this rcason, that

portion of the application will be dismzissed without prejudice.
p

The order aercin will zuthorize applicent to exccute 2

mortgage and to issuc 2 note for the purpocses indicated herein.

ORDER

The Public Ttilities Cémmission having considercd the

above entitled application ond dbiing of the opinion that 2o public

-4
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acaring thercon is not necessary, that the application should be
granted, as herein provided, that the noney, property or labor o
be procured or paid for tarouzh the issue of 2 note for $150,000 is
rezsonably required by Mountain Properties, Inc. for the purposes
svecified herein, and that such purposes are not, in whole or in
part, reasonadly chargeable to operating expenses or to inrcome;

therelore,
IT IS ZEREBY CRDEZRED as follows:

1. Mowntain Properties, Inc., after the effcctive date
hereof wnd on or before October 31, 1949, may execute 2 loan zgree-~
ment with Pacific Mutual Life Inmsurance Company in form similar to
that on file in *this procesding as Bxhibit'III; may exceute 2
nortgage in, or suwbstan 3 , the same Torm &g that filed in
“this proceeding as Exhibit D; ané may issue a note in the principa
arount of $150,000 in, or cubstantially in, the same form as that
filed in this proceeding as Exhibit C, for the purpose of retiring
existing ozligations, finmneing the cost of additions %o its fixed
capital and of improving cnd maintaining its service, all as set

forth in the preceding opinion.

2. Apolicant shall file with the Comnission within thirty

(3C) days after the execution of said mortgage, a copy of the loan
agrecment with Pacific Mutual Life Insurance Company‘and a copy of
the mortgage as actually executed; and shall file a report, or
reponrts, as required by Generzl Order No. 24-A, whicn order, insofar

as applicable, is made o part of this order.

3. The request of 2pplicant for approval of an ineroase

in ite stated czpital is nereby dismissed without prejudice.
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L. The authority hereln granted to exccute 2 loan agrece-

nent oné 2 mortgage and to issuce a note will become effective when

applicant has paid the fec preseribed by Seetion 57 of the 2ublic
. ’ :

Otilities Act. In other respects, the order hercin will 5ecome
effective twenty (20) days after the dote hereof.

Dated at San Froncisco, California, this _/ — day
- of Septexlber, 1949.

Comrsiscsiorners

TIES CORMISSION |
HCALIFORNIA
. . \
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