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Decision No. 57483 ' 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application 

of' 

'X.I'\.~SK 'WAXER COMP PJr:l, a 
California Corporation, for 
~utb.ority to issue and sell 
~25,OOO of its 6% Bonds. 

Application No·. 40414 

Arthu.r ]2. Guy" ,It., and 
§2! Lesser, for app11c~~t. 

o PIN ION _ .... .......... ~- .... 
. 

Xamarisk Water Company, a corporation, has filed this 

ap,lication for authorization to issue $25,000 of debenture bonds 

ano. 500 shares of its capital stock of the par value of $100 each. 

The application was filed on September 8, 1958. A 

public hear~~g was held before Examiner Coleman in Los ~~geles 

on September 30, 1955, at which time the rc.atter was taken \lnder 

submission. The Commission has received no protests 1n the 

proceeding .. 

Applicant was organized 'tll'lder the laws of the Stat~ of 

C~,lifo:rnia, on or about April 9, 1956, with an authorized capital 

stock of 10,000 shares of the par value of $100 each. By Decision 

No. 54281" dated December 18, 1956, in Application No. 38075, it 

was granted a certificate of public convenience and necessity to 

operate a public utility ~ater system in the vicinity of Cathedr~l 

City, Riverside County, and ~as authorized to issue 1,000 s~res 

of its stock, at par, to finance its construction costs. 
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The record shows that applicant has issued its stock as 

authorized" that it commenced operations in the latter part or 

1957, ~d that presently it serves ~pproximat01y 60 customers. Its 

results of operation are indicated in the following tabulation: 

Revenue from sale of water 
Operating expenses, exclud-

ing depreciation 
B~.lance before depreciation 
Depreciation 
Not income from operations 

::7 1,985 .. 35 

§(l,ooi .. i5) 

19;5 . 
.Tan .. 1-Sept • .30 

$ 7,,763.00 

3,95:3 .. 95 
3,809 .. 05 
2' 620.00 

i 1: 1&9 .:05: 

A summary statement showing applic~ntfs r~corded invest­

~~nt in pl~~t and other assets, its liabilities and its net worth, 

as of June 30, 1958, is ~s follows: 

Assets 

Fixed assets -
Utility plant 
Construction work in prog. 

Less - Depreci~tion reserve 
Net fixed assets 

Current assets -
Cash 
Accounts receivable 

Total current assets 

Total 

$lll,078.77 
59,675.1p 

170,753.87 
2,960 .. 00 

Liabilities and Net l'iorth 

Current l1z.b1l1 ties -
Accounts payable 
Notes paya.ble 
CUstomers' depoSits 

Total cUrrent liabilities 
Advances for construction 
Net worth -

Ca.pite.l, stock 
SUrplus 

Total net worth 

Total 

$ 17,043.41 
10,000.00 

900.00 

1001. 00.0.00, 
(190.30) 

- 2 -

o 

$167,.793.$7 

5,015.44 

!172.80j.31 

99.809.70 
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According to the testimony, applic~t has obt~ined the 

usc or a well (sometimes re;Ccned to z.s 1>1ell:8) 'Which formerly 

WOoS o"imed by 'Wont.:lID. Mutual 'torater Comp:my, but is no"W' owned. by 

Tamarisk Country Club, and has instolled a pipeline from the 

well to its w~ter syst~ ~~d, in addition, has developed other 
, 

sources of supply. It has filed, as EXhib1t No.2, a copy of 

its agr~ement ~"'ith Tz.mar1sk Country Club providing, among other 

things, for the use of the well and. a 10,OOO-gallon tank. 

Applicant now desires to refinance ~?25, 000 of its 

accounts and notes payable, now past due, which representtem­

~orary borroWings incurred in meeting construction costs which 

are not represented by subdividers f advances_ To accomplish this 

objective, it proposes to offer to its sha:reholders, pro rat.3." 

~~~25,000 of dobentu.:re bonds, which 'Will be unsecured, 'Will 'bctl.r 

interest at the rate of 6% per ~um, ~llmaturc September 1, 

1965, ~d will be convertible at the option of ~~e holders after 

December 31,1961, 1fnot rede~cd ~nd paid, into sr~res of 

capital s'cock at the rate of two shares for eo.ch $100 debenture 

bond. Any debenture bonds not taken by sM.reholders will be 

offered to the general public. 

From a review of the record, it appeC!,rs that the zm::.re­

holders, while willing to invest $100,000 in tile initial stock 

issue, do not desire additional share holdings but are agreeable 

to purchase the debenture bonds. Tho testfmony shows that SO per 

cent of the shareholders have indicated their approval of the 

proposed :finanCing program and that no objection hAs been 

registered by the remainder. Applicant's president is confident 

th~t the entire $25,000 is~e Will be sold. 
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Should conversion of the debentures ultimately be 

effected7 and stock is~ed7 as proposed7 there'would be dilution 

in the book value per s~re. However, the total net capital, 

end the investment in plant7 as r~flected by the books, would 

be unchanged and it is clear the ratepayers would not be adversely 

affected. 

Upon reviewing the record, it appears to us that 

ap~licant has need for funds to meet its current obligations, 

that it is desirable for such obligations to be converted into 

more permanent c~p1tal, and t~t the earnings from operations 

and the depreciation accruals should be sufficient to serVice 

the debt. If applicant t s shareholders, ·..mo 'Will be affected, 

are satisfied with the finanCing arr~gements, and the record 

indicates they are, we see no reason for 'Withholding an affi:rma.­

tive order in this proceeding. 

In issuing our order herein, we place a,p11cant and its 

shareholders on notice that ~Te do not regard the n'Wn'bcr of shares 

ou tst~ding, the total par value of the shares nor the diVidends 

paid as measuring the return app11cOllt should 'be o.llO'l,red to eo.rn 

on its investtlent in pla.~t and that the D.pproval herein given is 

not to be construed as a finding of value of appl1cant~s stock 

or properties nor as indicative of ~ounts to be included ~ a 

fu~~~ rate base tor the detcrm1nation of just and reasonable 

rates. 
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ORDER 
-~ ... --

A public hearing having been held on the above-entitled 

application and the Commi~sion being of the opinion that the 

money, property or labor to 'be proCUl"ed or paid for by the 

is~e of the securities herein authorized is reasonably required 

for the purposes specified herein ~d that ~eh purposez are not, 

in whole or in part, reasonably chargeable to oper~ting expenses 

or to income; therefore, 

IT IS HEREBY ORDE..o.ED =.s follows: 

l~ Tamarisk W~ter Company, on and a~ter the effective 

date hereof ar.d on or before March 31, 1959, may 1zsuc and sell 

not to exceed $25,000 of its 6% debenture bonds at not less than 

the principal amount thereof for the purpose of paying a like 

amount of outstanding notes znd accovnts payable. 

2.. Tamarisk Water Company, from time to t1me, ma.y 

is~e not to exceed 500 shares of its capital stock tn exchange 

for such debenture bonds which may be surrendered to it for 

conversion upon the oasis set forth in this application. 

3. Tamarisk Water Company shall file a report, or 

reports, of the issue of said debenture bonds as required by 

G~eral Order No. 24-A, which order, insofar as applicable, 

is made a part of th1s ordcr. 
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4. The authority herein grcnted. 'Will become eff'ect1 ve 

when ~amarisk Water Company has paid the :ee prescr~bed by 

-Section 1904(b) of tne Public Utilities Code, ~ch fee is 

$25. 

Da ted a. t San Fr:JJl.C1seO 

otlLt dc.y or@:?~d? 1 1955. 

1 California, this 

President .' , 
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