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Decision No. 5.1. n 91 

BEFORE THE PUBtIC UTILITIES COM!'1ISSION OF THE STATE OF CALIFORNIA 

In the,Matter of the Application 
of 

"PALOS VERDES WATER COMPANY, 
a California co~or~tion, 

for permission to (1) sell and issue 
bonds for cash, and (2) sell and 
issue preferred stock for cash, and 
(3) issue co~~on stock for cash znd 
in satisfaction of indebtedness, and 
(4) enter into an agree:uent with 
Pacific Mutual Life Insurance Com­
pany and New England Nutual Life In­
surance Company concerning the sale 
or bonds, and (5) execute and deliver 
to Califol'l'l.ia Trust Company an in-
dm ture of mortgage ~d dc~d of trust. 
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Applicetion 
No. 36726" 

In this application the Commission 1s asked to make an 

order authorizing Palos Verdes Yater CompimY -

1. To execute a purchase agreement with New ;England Nutual Life 

Insur~ce Company and ,Pacific Mutu.:.l ,Life Insurance Comp;my; and, 

2. To execute an indenture of mortg.::.ge .md deed of, trust ~d .to 

issue snd soll $1,500,000 in principcl ~ount of fir~t mortg~ge 

bonc'l.s; ond, 

3. To issue ~d sell $500~OOO par value of 5t% preferred stock 

and $100,000 par value o~comm.on stock, at par f'or cc.sh, and to use 

the proceeds.., aJ..ong 'W:1. th proceeds f'rom the :l. ssue and sc.J.e of sd.d 

bonds, for the purpose of paying indebtedness, of reimbursing the 

treasury, and of f'in~cing construction costs; and, 

4. To issue common stock of' an aggregate p~r value of 

$127,173.19 in disch~rge and c~ce11ation of' adv~ces by and borrow­

ings from Palos Verdes Corporation. 
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Applic::nt.1 a Ccl.iromi~ corporation" w~s orgznized on 

Mo.rch 15.1 1924, ~<i undertook to provide service o.s ::. public utility 

wc.tcr compcny in the Palos Verdes Hills i..."l the County of Los .Angeles. 

Up to the close of 1954 it had invested $1,6$5,$71 in its property 

:md equipment cnd hr-d extended its lines to serve 3" 397 custom~rs. 

A summary st:!temm t of its assets" lic.bili t1 c::s ~d cc.pi tcl rcficct-

ing its tin~ci~ position ~s of December 31, 1954, is as follows: 

Assets 

Fixed capital -
Int=ngib1e capit~ 
L.:md 
Buildings end equipment 
Construction work in progress 

Subtotal 
Less-depreciation reserve 

Kct fixed capital 
Other investments 
Current .:md prepoid assets 

Lipbi1ities 

Fixed liabilities (long-term debt) 
Current liabili tics 

Total 

Consumers f advances for construction 
Con tri 'tU tions 
Preferred stock--5~% 
Common stock 
Defieit 

Totcl 

$ 7,,102 
24,,014 

1" 495" 233 
U9,~2 

1" 5" 1 
324.203 

$1" 361,668 
581 

117,330 

i1.479, 572 

~, 282,,000 
86,,44$ 

485,,300 
100,,493 

51,,320 
506,700 
(32,682) 

;gJ , 479. 579 

The foregoing balence sheet shows that applicant has 

finzmccc~ itself in part :with long-term debt of $282"000,, since re­

duced to $273,,000.1 in part with consumers' advances for construction 

ond in part through the 1 ssue and sale of shares of common <md pre­

ferree stock. The long-term debt, originally in the amount of 

$300,,000.1 is represented by a note in f~vor of P~cific Mutual Life 

Insur:mce Company which wa.s issued under ::.uthorization grMtee by 
. 

DeciSion No. 44080, d~ted April 25" 1950" in Application No. 31272. 
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.Al though the 'balance sheet shows a deficit of $.32" 682 at , 

the close of 1954, it appears that the amount represented losses 

incurred in earlier years. More recently, applicant has reported 

favorable results of operations, a summary of its experience during 

the last five years being as follows: 

Operating Operz.ting Operating Net In- Net 
Bcvenues E?cP~n2es Income come Charges Income 

1950· $150,.32.3 $125,,178 $25,145 $ 5,004 $20,14J. 
52,806 11,611 1951 192,588 139,782 41,195 

1952 204,8~:8 164,067 40,761 12,.320 28,441 
1953 289,5$'7 2.32,275 57,.322 14,1.37 43,185, 
1954 296,700 23S,450 5S,250 17,606 40,644-

.1 

It appears that app1icant 1 s terri to ry is now being 

developed and that applicant is faced with the necessity of increas­

ing its 1nvestnent to provide pumping, storage and distributing 

facili ties for the en ti rc Palos Verdes Peninsula. Its initial 

progrmn calls for the expenditure of $1,827,000 for a new 25,000 GPM 

pumping station at the Metropolit~l Water District outlet" a .32-inch 

pipeline from the pumping station to applicant's existing reservoir" 

o.ddi'tional storage facilities of 7,,000,000 gallons capaCity, and 

c.pproximo.tely 39,100 feet of pipelines. A summary of applicant's 

co.pi tcl requirements ond the sources of fUnds to meet the require-

men ts i s as follows: 

R9guiterrrents 

Po.ymcnt of existing long-term. debt 
Pipelines 
Storage fo.cili ties 
Pumping plant 
Electrolytic protection 
Engineering, overhead and contingencies 
Financ1ng expense 
Land and right-of-w~y 
16-inch line to southeast portion of area 
Miscellaneous improvements to present system 

Total 

-.3 

$ 27.3,000 
546,200 
429,000 
115,000 

57,500 
91,800 
17,500 
70,000 

200,000 
300,000 

$2,100,000 
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Sourc¢s of Funds 

First mortgage bonds 
Preferred stock 
Common sto ck 

Total 

$1>500,000 
500,000 
100,000 

$2,100.000 

Applicant reports that it h~s negoti~ted ~d pl~s to enter 

into ::l. purchase agreemen.t .... 1. th New Engla."'ld Mutucl Life Insurance 

Company and Pacific Mutual Lire Insurance Comp~y by the terms of 

Which it will be cnti tlcd to obtnirJ. .:m c.ggrcg:!tc of $l> 500,000 by 

the sole of 1 ts first :nortgcge bonds. Under the terms of the :!grce­

ment the purchasers are obligated to purchase the first $600~OOO of 

'bonds on the baSis of applicant's present net wort.."" to purchase the 

next $500,000 upon the is~~e of additional preferred or common 

stock by applicant in the ~ount of $300,000;. end to purchase the 

final $400,000 of bonds upon the issue by applicmlt ot an additional 

$300,000 of preferred or common stock. It is required that s~d 

sales of stock be for cash, except that applic~t mcy issue $62,017 

thereof to cancel ruld dischz.rge an indebtedness of Rancho Mutuc.l . 

Wo.ter Company 'Which app1ic~t m.ay assume in the cven.t:i.t acquires 

the assets of that company. 

The $1,500,000 thus to be borrowed will be represented by 

applicant's first mortgage bonds, Series A of 1975, bc~r~g interest 

~t the rate of 4~% per annum, which interest, however, m~y be 

reduced after February 1" 1960" to 4%. The payment of the bonds 

Will be secured by :m open-end inden ture mortg~ge and deed of tru st 

on applicant's properties. 

Applic:mt clso proposes to issue addi tionru. com.'Uon stock, 

at the p(!r value thereof> in the amount of ~;117, 74$ in discharge and 

cancellation of advcnces made by Palos Verdes Corporation for 
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construction purposes, ~d to i szue additional com:m.on stock in the 

amount of $9,425.19 in dische.rg(~ of a promissory note issued. Septem­

ber 15, 1954, to Palos Verdes COIPor~tion. The interest of Palos 

Verdes Corporation in s~id indebtedness is being tr~sferrcd, in 

connection with the windi."?g up ::nd dissolution of its affairs, to 

Rancho Palos Verdes Corporation and to C~pitcl Company, the holders 

of its outst~ding stock. 

At the conclusion of the financing applic~tJs outst~nd1ng 

long-ter.m debt and capital steck Will be as follows: 

Long-term debt 
Preferred stock 
Common sto ck 

Totals 

4:1,500,000 
551,320 
733,873 

&2,785,193 

54% 
20 

.2.2. 
100$ 

From a review of the application it appears that applic~t 

will have need for o.ddi tion~ funds if it is to extend its facili-

tics to meet ~~e developm~t of its service area and that the issue 

of the bond.s and shares of stock, under the terms ru'ld conCi tions set 

forth in this application, should be authorized. 

The Commission having considered the above entitled matter 

ond b~inS of the opinion that a public hearing is not necessary, 

that the application should be granted, as h~rein provided, ~~at the 

money~ property or labor to be procured or paid for by the bonds 

ond shares of stock herein authorized is reasona.bly required by 

applic~t for the purposes specified herein, .:md thc.t such purposes, 

except e.s otherwise o.uthorized l :lre not l in whole or in part l 

reasonably chargea.ble to operating expenses 0 r to income, therefore" 

IT IS HEREBY ORDERED as follo'Ws: 
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. 1. Pclos Verdes W~tcr Comp~y, on or ufter the effective 

d~te hereof and on or before Dec~bcr 31, 1955, may execute a 

purch:lse agreero.en t with New Englond Mu tut'~ Li1' c Insurmlce Comp.my 

t.nd P~c1f1c Mutu.::.l Life Insur:mce Company :md :m indenture.~~.or mort­

gage m-.d deed of trust, 'Which instruments shall be in, or subst~­

ti:ll1y in, the s~e for:n as those filed in this proceeding as 

Ex.1-).ibi t C ond Exhibit D, respectively. 

2. Pclos Verdes Wa.ter Compony, on or after the effective 

d~te hereof a.."'l.d on or before Decomber 31, 1955, :cay issue end sell' 

not exceeding $1,500,000 in principal amount of first mortgage bonds 

at not less thon their face amount plus accrued interest, ane. not 

exceeding 0500,000 par value of 5,% preferred stock ~d $100,000 

par volue of common stock at not less than par, for cash, cmd use 

the proceeds for the purpo ses set forth in this o.pplic~tion. The 

accrued interest froI!l. the scle of the bonds shall be used for such 

purposes or for general corporo.te purposes. Applicsnt may issue ~d 

deliver not exceeding $62,017 par value of s~d common stock in 

conccllation of indebtedness it m2.Y o.ssume in the acquisition of the 

properties of Ron-cho Mutual W;;.ter Compcmy. 

3. Polos Verdes W~ter Comp;my may issue its common stock 

in the ~ggreg~te p~r value of not exceeding $127~173.19 in discharge 

and cencellation of obligations representing a~.vances by Palos 

Verdes Corpor~tion for construction and of a note in the princip~ 

amount of $9,425.19 in favor of said Palos Verdes Corporation. 

4. Palos Verdes Water Corn.PmlY shsJ.l file with the 

Commission monthly reports ~s required by General Order No. 24-A, 

which order, insofar C'.s applicc.ble, is m.ade a part 0 f this order • 
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5. The ~uthority herein granted will become effective 

when Palos Verdes W~ter Company hilS paid the fee prescribed by 

Section 1904(b) of the Public Utili tics Code, which fee is $l,113.50. 

Dated at San Francisco, California, this -~ (..:5 - dClyof 

M~rch .. 19$$. 

! 
CommiSSioners 
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