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Decision No.

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application
£

el
PALOS VERDES WATER COMPANY, a
California corporation,

For an Amendment %o its Rule No. 20-B,

50 as to permit the issuance of Junior

Preferred stock instead of cash, at

the option of Applicant, in payment of Application
the amount to be deposited pursuant to No. 34696
a proposed Refund Agreement between

Applicent and MacArthur Heights, Ine.,

, @ California corporation; authorizing

an Agreement between Applicant and

Mecarthur Heights, Inc., to that effect;

and, sudbject to the amendment of the

Articles of Incorporation of Applicant

so as Lo authorize such stoek, for

rermission to issue scid stock for that

purpese to said MacArthur Heights, Ine. %

QRINIQN

Palos Verdes Vater Company has filed this application for
authorization to issue shares of its 39 cunulative junior preferred
stock in payment of advances for‘construction‘and for approval of an
agreanent Qith MacArthur Heights, Inc., the owner and developer of

certain real property as hercinafter set forth.

Applicant is 2 California corporatiop'engaged.in‘operat;ng
a public utility water system serving qpproximat¢iy 2600 in§¢alla-
tions in the Palos Verdes Hills in the County of Los Angeiég;fih-
cluding the City of Palos Verdes Estates and a partlof thg(éﬁincor-
porated area of the county, and having a commection w'.!.i:l".";..,3:1‘:1";:9:I
Metropolitan Water District of Southern California. It;féports'the
original cost of its properties and equibment as of July 31, 1953;,
at $1,296,427.63 and in its balance sheet as ¢f that date sets forth
its investment in its fixed and other assets and its sources of funds

as follows:




- Assets
Fixed assets -
Intangible capital % 6,663.34
Lapd .~ Ry ,237. &6

Buildings and equipment : ;,262,526
Sub=-total . -1 29 42

Construction work in progress
Less: depreciation reserve m :
- Net fixed assets ' $1,090,933.30
ther investments ' 584L.65

'Current and prepaid assets _ 17 .8/
Ve Total 1,265,826.7

HoYe) > Capit: |
Fixed liabilities %*ong-term dedbt) ' & 292,9495.05

Current lisbilities 36 534 34

Construction advances and contracts 37 g,g 27
Total liabilities 708,295.9
Contributions ' 85 355. 04.,

Preferred stock - 53%
Common stock
Deficit

. For the first seven months of 1953, applicant reporte& net
profit of 626,222.73;

It appears that applicant was organized in 1924, that its
.articlqs of incorporation as amended frqm ttﬁe to time presently
provide for an authorized capital stock of $900,000 divided into
7,500 shares of 5% cumulative preferred stock and 37,500 shares of
common Stock of the par value of G20 each, and that now it is taking
steps to increase its authorized capitel and to providc for a new -

series of 3% preferred shares, as follows:~

Total Par

Number ng Value Value
Preferred - 5%% 7,500 % <0 $ 150,000
Junior preferred - J7 5,000 100 500,000

Commen 37.500 20 750,000
Total 20,000 %2.400,000

It is contemplated that the holders of the preferred and
common shares shall have equal voting rights but that thc junior

pre*erred shares ,hall be non-voting
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The application shows that applicant has entered into an
agreepent with MacArthur Heights, Inc. looking fbward the installa~ -
tion of facilities to éerve Traét 16726 in the County of Los’Angeles‘
whiéh is adjacent to applicant's service area, and which is how'dbout
to be subdivided, and that the estimated totaI'66§§ of such facili-
ties Is $107,540, as shown in some detail in thfé proceeding. It
appearsvthﬁi applicant is of the opinibﬁ it'wouldﬁbe buéqeﬁgqme and
economicaii& unsound to finance the installation costs by means of
refundable advances and that accordingly it proposes to issue, and.
MacArthur Heights, Ine. has agreed to acecept, shares of the junior .
preferred stock, with its.brcposed terms and coﬁditioﬁs, in‘repayment

of such costs.

Uader the terns of ﬁheragreement the subdivider will
deposit with applicant the sum of $107,54b upon demand. Thereafter,
upon completion of the installation, applicant at its option may
‘issue its shares of‘Junibr preferred stock equal‘in par value to the
actual cost, with cash'bayment being made in lieﬁ 6f the issue of
fractional shares, or may make payment in cash. Thé’ag&eement' |
further specifies that the subdivider shall dbe entitled to‘additional
shares of stock, in a total amount not specified at this time, for
each consumer attaéhed to the lines, it being provided, however, that
in ﬁb event shall such subdividef become entitled tp any refund after
thé expiration of ten years from the date of installation of the
facilities or to refunds exceeding the total amount of the deposit.

The proposed issue of shares of stock will relieve appli-
cant of outlays of cash in the future and will impfove its financial
structure by the addition of a subsfanfial volume of permanent low
interest bearing junior capital. For fhese reasons wé-are of the
opinion that an order should be entered with respect o such shares;
In making an order at this time however, we will limit the authoriza~

tion %o tbe amcunt of the estimated expenditures set forth in the
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application and will provide for the issue of not exceeding $107,540
- par value of stock. In the future, if applicant fiﬁds it necessary'
or advisable to make additional issues, it should file am apprbpriate
application setting forth the exact number of shares and ifs reason

and Jjustification for ‘sueh’ additional financing. .

The order herein made for applicant to issue shares of

stock with the terms and characteristics as here proposed 15 based
..upqn the reprecsentations made in this particular proéeeding. It is a
permissive order only and ic intended to permit fhe issue of stock to
firxance the cost of acquiring and constructing certain water works
facilities. Apglic&nt; if it‘so desires, may refund the subdivider's
advances for such facilities in accordance with its filed rules and
regulations or it may discharge them through the issue of shares of

stock to the extent authorized. In our opinion there is no necessity

for an order approving the agreement with MacArthur Heights; Inc.

Tne Commicsion having comsidered the above entitled matter
and being of the opinion that a public hearing is not necessary, that
the amoney, property or labor to be procured or paid for by the issue
of the shares of stock herein authorized is reasonably required for
the purpose specified herein, that the expenditures for sadd purposes
are not, in whole or im part, reasonably chargeable to operating '
expenses or to income, and that the application should be granted to
the extent Indicated herein; therefore, ‘ |

IT IS HEREBY ORDERED as follows:

1. Palos Verdes Water Company may issue not exceeding
8107,540 par value of 1ts 3% cumulative jJunior preferred stock, at
rar, in payment of advances by MacArthur Heights, Inc. used for the

construction and installation of the facilities referred to in this
proceeding.




A. 34696 EB. . . :

2. Applicant uhall‘file'with the Commission a report, or
reports, as required by General Order No. 24-A, which order, insofar

as applicable, is made a part of this order.

3. The authority herein granted will become effective

| wnen applicant has filed with the Commission a certified copy of an
amendment to its articles. of incorporation in substantially the same
form as the proposed am/endm«‘:n,t filed in this proceeding as Exb.ibit. D.

% Dated at _ . hofd infrs .46 2 » California, this LA ~day
of _

77 M) . 1953.

G237 e

Pre.-.ident T

Commissioners




