
Decision No. _5_4_25_-_6_ ... 

BEFORE THE PO'.BLIC UTILITIES COMIlISSIO!~ OF T.Fm STATE OF CJ.L:::FORl~I .. ;. 

Applicc.tion of Pallt SP1"ir..gS llatcr 
Company to Purch:l~c .,fro: Robert E. 
Sherrill, tolc !. Sherrill, PtLili, 
H. Uedcl ~d I~:rion li. 1'!cdel, tho 
I$zu~d and Outs~ding Capi~ Stock 
of Ca thodral City via tel" Com,any, :::nc., 
an~ of P:llm. .S,rings 1'Tater Compo:c.y 

.Al/p11c.;:.tion ~ro. 38554 

and Ca thcdrc.l City 'Hater COl:l.pany, Inc. 
for Authority to !:;sue l'Totcs 

11 
In tbiz a,plication Pcl.:m Springs 'VTater Corn.,any requests 

the Commission to issue an order au~~orizing it to purcbasc, rro~ 

the holders tb.creot, all of the issued. end outstar.ding c~l'i tal 
.' . .y 

stock of: Cathcdrsl. City ~fater Company, Inc., and to issue its 

l'romizsory notos in po.rt1al paj':llent ot the pur,cMse 1'::-1ce of said 
, 

stock, and for Cathedral and. Paln S,rings jOintly" to issue promis-

sory notes to refund, in part, e~st1ng indebtedness o! Cathedr~. 

, . 

Each a"licant is a California corpor~tion ~~~ operates 

a pu~lic utility water sys~ in the general Palm Sp~ines ar~a. 

In i ts S¢pt.zmb~r JO, 1956 bala.."lce sb.~et, Pa1l7l Spr1r:.gs re~orts j. tz . 
investment in t~xee assets at $1,446~757.$O after deduct~g a 

reserve tor depreCiation 'bru.:mce of ~42S,711.82. 

11 Hereinafter referred to as Palm S,rL~gs. 

1I Rereina£ter referred to as Cat~edral. 
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exception or $40~OOO obt~L~od throu~~ tho 1$~cO or ~ note 

to its principal stoclr..holder, P.:.lm Springs ha:; tin~ced its i.."vezt­

ment in utility plant and other assets through. tile issue of common 

and preferrod :;tock and through. the usc ot, ret.:.i.."ed earnings. A:-, 

or September 30, 1956, Pa~ Springs has an equity capital of . . 
$1~009~900.34. It reported net profits Or$lo:.71.>'7_'-~ tor the 

'year 1955, and or ~l06~4l1.09 for the nine months ended 

September 30, 1956 • 
• 

Cathedral serves the unincorporated community or 
Cathedral City. In 1 ts income ,statement, attached to the . .'" .. \ 

ap?licat1on as Appendix A, it r~ports a net profit after ta::es 

and deprec1~t1on of ~4,S73.63 for the ~e months ended 

September 30, 1956. Its azscts and liabi11ti~s:as renectecl 
, " 

by its Soptembor 30, 1956 bal~ce sheet, arc as fo:::':lows;: 
, , , 

Asse-ts 

Utili ty plant 
Less: Reserve for depreciation 
Cash .:." , " 
Other curr~t ~ssetc 

Total 

L1ab11;.ties 
, , ' 

l'l'otes payable 
Current, and, ,accrued liab1l1 ties 
Advanees for 'construction: 
Net worth - " 

Capitol stock 
Earned'su.rp11is 

, , 

Total 

$:35,000.00 
1.093.46 

$1~7,826.29 
l,905.71 

--P', 735,.65, 

$3.36,467.65 ' 

, ,. 

36,OQ3~46 

$136,467'.65 

Xhe hold~rs of the outstandi.."lg cal'i tal sto~k~, o~ 

Cathedral desire to dispose of their holdings, ,a.."?d ,Pallr.; Spr.'tnzs, 

whose lines extend :within one mile of Cath~dralCity',is desirous 

- 2 -

, 



• ',I ' 

0'£ acquiring this stock ~ci of operc.ting 'the.~"ater system of 

Cathedral as its subsidiary corporation.· 

t ,- '. 

To accomplish this objec~ive, the ho]ders or Cath~dralts 
," • J I . " ." 

outst::md,1ng stock execut(:d, under o.cte of October 12/ 1956, an 
'. ~ " ~ I,," 

. • ,,". , r , 

option in favor of 'Palm Springs Ulldcr the terms 0'£ '!01ch. Palm. 

Springs may acquire the outstanding stocle of Cathedral at an ' 

agreed purchase price of $81,000, ~o.be paid $5,000 on the exercise 
, . 

of the option, $13,400 on ·the effective date of any order o~ the 

Cocm1ssion approv.L~g the acquisition of Cathedral stock, and the 

balance of $57,600 to ~e paid over a period of ten yea~s tn equal 

annual :tnst~lmc:lts of $;,760, .... 11th int(::'est on the deferred 

balances being computed at the rate of 4-1/2% pcran:o.um.. In 

ade1tion, promissory notes pc.yable or Cathecal totaling $.31,986.13 

as of the dMte' of the option, are to be reduced. t~'$15:000 by pay­

m~t of $l6,986.13 to the note holders as of'the effective d.~te of 

o:ny order issued 'by the COrm:J.iss10n z.,proV1.ngthc·' acqUisition of the 

stock. Xhe rena~g $15,000 is to be cove~ed by a new proc1czory 

note Issued. jOintly 'by Cathedral and Palm Springs.., 'Which note pro­

vldes for repay:ent over a period o!' ten years in a:'l%lual install­

ments of $1, 500 'With interest on tht2 deferred b:::.lancesbeing Co:l-

Ptz.t¢d at the :rate of 4-1/2% per ar .. :~:um. The option to acquire the 

stock expires 120 days ~ter October 12, 1956. 

The authority herein requested 1::; for the acc.uis1tian of 

stock and the issue of promissory notes.' App11c~t Pa~ S'~ings . 

1s not 'by this applic.lt10n requesting the ComIJission to acc.ept the 

purchase price it propos~s to pay for the stock as a measure of 

value ;for rate-ma1~ing pu-'"1'oses. Pall:!:. Sp:::-ines pro:poses" within WO 

... 
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years~ to present to. the Co=mission'~y a sep~rat¢ applicction 

subsequently to be filed, its plan of 11quidc.t1ng Cathedral and 

of acquiring its azscts in sucn liquidation .. 

Frt"T:l .';I. revicro..T of the application, . it appears t~t Po.lm 

$1>1-J..oss is in a position to exercise adeq,Wl te ~gerial control 

ovor the o,erctions ot Cathedral and ~t it is fin~cially able 

to meet the financial obligations it will L~cur by reason o~ the 

acquisition of the stoCk of Cathedral. It o.lso appe~rs th~tthe 

c~r.nings of Cathedral will be sutf1cicnt to offset the interest 

charges which Palm Springs 'Will incur through the issuance of its 

promissory notes in part payment of the purchase price or the 

capital stock of Cathedral. Under zuch conditions, it docs not 

appcer that the proposed acquisition ~y Po.lm Springs of the out­

standing ca,itcl stock or Cathedro.l ~l be adverse to the public 

L~tcrest and an or~er will be entered granttng the application'as 

requested.. In making this fillding", it is the Commission T s opinion 

that tne money~ property or labor to be ,rocured or paid.for by, 
: , ' , 

the issue of the p:-omissory notes herein authorized ·is .~~so20'17 
. ' ... 

required for the :purposes specified herein and thet such. purposes . . 

&re not", in w.nole or in part~ reasonably chargeaple.to operating 

expcmses or t9 income. 

The authority herein gr~ted is not to be construed as 

being ind1c:.tive of amot:nts to be i.."'lcluded in a. tut'J.re rate· base 

of e1th~r corcpz:o.y for the purpos~ of detcrm~:ning just. and .. =easona'ble 
.. ... ra ... es. 
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The Comoission having considered the above-entitled 

tlatter and being of the opinion that a public hee,::-1ng is not 

necessary and t~t the application should be granted~ as herein 

provided; thercfo~e~ 

IT IS HEREBY ORDERED as follows: 

1. Palm S~r1ngs water Company, after the effective dcte 

hereof a.""ld on or 'before June 30, 1957, may acquire the issued. 

and outst~ding stock of Cathed::-al City Vater Company, Inc. 

2. Palm Springs Water Company, after the effective date 

hereof and on or before June 30~ 1957, may issue its promissory 

note or notes in the principal ~ount of not to exceed $57,600 

in p:: ... rt payment of the purchase price to be paid for the outstand­

ing capital stock of Cathedral City "'Tater CompC?l'lY, !nc., such note 

or notes to be in, or substantially in, the same fom as that rUed. 

in this proceeding as Append.ix C to the applic~tion~ 

3. Cathedral City 'Hater Compay, Inc. snd Palm Springs Water 

Company, jointly, after the effective date hereof and on or before 

June 30~ 1957, may issue a promissory not~ or notes in the princi­

pal amou.~t of not to ~Aceed $15,000, to refund, L~ p~rt~ existing 

indebtedne~s of Cathedral City water Compan7~ Inc., such note or 

notes to be in, or substantio.lly in, the same form. az that filed 

in this procoeding as Appendix C to the application. 

4. Palm Springs 'YT<lter Company and Cathedral City Vater 

Comp~y, Inc. shall file ~th the Commission, a report, or reports~ 

as re~u1red oy General Order No. 24-A, which order, ~~sorar ~s 

applicable, is made a p~rt ot this order. 
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5. The ~uthor1ty herein granted ~.11 become effective ~hen 

applicants have paid the fee prescribed by Section 1904(0) of the 

Public crt11ities Code~ which fee is $83. 

San Fnnciseo / //~ Dated at ________ , Cc.li!'orn1a, this ~ ...... '?J_ 
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