
Decision No .. 491.10 . 

BEFORE XBE PUBLIC UXILIXIES· COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 
of 

PALOS. VERDES WATER COMP A..~, a 
California corporation, 

For an Amendment to its Rule No. 20-B" 
so as to permit the issuance of Junior 
?referred stock instead of cash, at 
the option of Applicant, ~ payment or 
the ~ount to be depOSited pursuant to 
a proposed Refund Agreement between 

I Applic~t ~d M~cArthur Heights, Inc .. , 
a C~lifornia corporation; authorizing 

I an Agreement between Applicant and 
MacArthur Heights, Inc., to that effect; 
and, suoj~ct to the ~endment of the 
Articles of Incorpor~tion of Applicant 
so as to authorize such stock, for 
permission to issue s~id stock for that 
purpose to said MacArthur aeights" Inc. ~ 

Application 
No. 34696 

Palos Verdes Water Comp~y has filed this application for 

authorization to issue slMlres of its 3% cumulative junio.r pr~:t:erred 

stock in paym,=nt of adv<;Jllccs for construction::md :for ap.proval of :In . 
agreament with ~cArthur Heights" Inc." the o~er and developer of 

certain real prop~rty as her~inafter set forth~ 

Applicant is ~ Californi~ cvrporatio~ ·engaged ~ o~erat~g 

a public utility water system serving ~pprox1mat~ly 2600 jx,~:ta1la-

tions in th~ Palos Verdes Hills in the County or Los Angele:s/ 1n-
•• Oi l • 

eluding the City ¢f Palos Verdes Estates and a part of the ur~cor-
,,": 'r 

pora t<:d areo.· or the county, .:md having a connection v.!. th >'7h'e c 

Metropolitan Water District of Southern California. It:·reports the 

original cost of its properties ~nd equipment as of July 31, 1953, 

• 

at $1,296,427.63 ana in its bD.lance .sheet as cf that date sets forth 

its investment in its fixed ~d other assets and its sources of funds 
I 

as follows: 
, 
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, Assets 
Fixed assets­

Intangible ':a.pi tal 
Land , .. 
Bu11dtogs and e~Uipment 

Sub-total 
ConstX"'.J.ction>work in progress 
Less: depreciation reserve 

Net· 'ffxed assets 
Other investments 
Current .an~ )~'re:paid a.ssets 

•• ;' .t .• •. , .. , Total 

1i~b11itt§s and Capit21 
FiXed liabilities. long-term debt) 
Current liabilities 
Construct~on acv~ces and contr~cts 

!otal liabilities 
Cont1'1butions 
Preferrec. stock - 5'~ 
Common stock 
Deficit 

Totll 

For the first sever.. months of 19'53, applic~t reported n;et 

profit of $26,222.73. 

It appeo.rs that 31'plicant was org~nized 1n 19,24" that its . 
articles of incorporation as amended fr.om time to time presently 

provide for ~ authorized c~pital stock of $900,000 divided into 

7,500 sh.n.res of, 5~ c'\JIllulativ~ preferred stock and. 37,;00 shares of 

common stock of the par v~luJ of 020 each, ~d that now it is taking 

steps to increase its ~uthorizcd capit~l and to provide for a n~ 

series of 3% preferred shares, as follows:-

Preferred - 5~ 
Jur~or preferred - 3% 
Com.on 

Toto'll 

Number 
',.,,, 500 
5,,000 

3'7.5.QO 
50·900 

Par V.p.lue 
::;; 20 

100 
20 

Tota.l Par 
Value 

$ l50,OOO 
500,,000 
750.0Q9.. 

Sl,40Q,QOO 

It is contemplated that the holders of the preferred and 
. 

cocmon shares shall have equal voting rights but that the junior .. 
preferred shares shall be non-voting. 
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The applic~tion shows that applicant has entered into an 

agr~ement with MacArthur Heights, 'Inc. looking to~ard the installa­

tion of facilities to serve Tract 16726 in the County or Los Angeles 
, 

which is adjacent to applicant's service area, and ~hich is now ~bout 
. '. 

to be subdivided, and that the estimated total' cost or such facili-
i' 

ties is 8107,540, as shown i."": some detail in this proceeding. It 

appears that applicant is of the opinion it would be burdensome and 

economically unsound to finance tb.e installation cost~ by means of 

retundaole advances and that accordingly it proposes,to issue, and. 

MacArthur Ee1ghts, Inc. has agreed to accept, shareso! the· junior 

prefer·red stock, ""itb. its proposed terms and conditions, in repayment 

of such costs. 

Under the ter.ms or the agreement the subdivider will 

deposit with applicant the sum of $107,5/'{J upon demand. Thereatter, 

upon completion of thl? insta.llation, applicant at its, option may 
, 

issue its shares of junior pr~ferr~d stock equal in par value to the 
.' , 

actual cost, with cash pa~ent being made in lieu of the issu~ of 

fractional shares, or ~y make payment in cashw The agreement' 

further specifies that the subdiyider shal: b~ entitled to addit1or.al 

shares of stock, in a totu.l atlount not specified at this time, for 

t;'3.cb. con::iumer attached. to the lines, it being provid~d, however, that 
,', 

in no event shall such subdivider become entitled to any refund after 

the expiration of ten y~ars from the date of installation of the 

facilities or to retunds exceeding the total amOllnt of the dcpositw 

The proposed issue of shares of stock will r~lieve appli­

c~t or outlays of cash in the future and will improve its financial 

structur~ by the addition of a su~stant1al voluce of permanent lo~ 

interest oear1ng junior capital. For these reasons we' are of the 

opinion that an order should be ,~ntered with respect to such shares. 

In making an ~ruer at this t~e however, ~e will limit the authoriza­

tion to the amount of the estimated e~penditures set forth in the 
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application and. will provide tor the issue of not exceeding $l07,540 

- par, valu~ or stock. In thefuturc? if applicant finds it necessary 

or ad,v1sable to make add1 tional issues, 1 t should rile an appropriate 

application setting forth the exact number of shares and its r~ason 

and justification for 'such' additional financ1Xlg .. -

The order herein made for applicant to issue shares of 

stock with the terms and-chAracteristics as here proposed is based 

upon the represent~tions made in this particular proceeding. It is a 

pe:.missive order only and is intended to permit the issue of stock to 

finance the cost of' acquiring :md constructing certain 'Water 'Works 

facilities. Applicant,: 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 W'ith MacArthur Heights, Inc. 

o R D E R 
~---- ... 

The Commission having considered tne above entitled matter 

and oeing of the opinion that a public hearing is not necessary, that 

the money, propertJ' or labor to oe procured or paid for by the,issue 

of the shares of stock herein authorized is reasonably required for 

tne purpose spGcified herein, that the expenditures for said purposes 

~re not, in whole or in part, r~asonaoly chargeable to operating 

expenses or to income, and that the application should be granted to 

the extent indicated herein; thereror~? 

IT IS HEREB,Y ORDERED as follows: 

1. Palos Verdes water Company mny issue not exceeding 

$107,540 par value of its 3% eumu1ative junior preferred stock, at 

par, in payment of advances by MacArthur Heights, Incp used for the 

construction and installation of the facilit1es referred tointh1s 

proceeding .. 
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2. Applicant shall tilew1th the Commission a report, or 
' ... 

reports, as ,:,~G.u1red oy General Order No. 24-A, which order, insofar 

as applicable, is made a part or this order. 

J. The authority herein granted will become effective 

when applicant has filed with the Commission a certified eopy or an 
, ,,' . 

amen~t to its articles, of incorporation in sub'stantially the same 

form as theprOposed>£~;ndm~t filed in this proceeding as Exhibit D. 

, /.,'.... . .2'1~ 
jJ .. ,D~ted at . nAl' h.-I/o ,;,,,./1/ /I.r. /; , California, this oX ..... day 

of )(I;, ,;"Yi, 1117;') , 1953 .. 
/ 

62 .. 1-~1~. "­
. w~,~et.den£:' . . . 

>~/~:, . I, L--·· · . ~ -.. 7'-1b?~~ .~. 
- \ .... >/;-~~ .. ".~:-- , ,> 

Comm1ssioners 
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