
Dcc.ision No. 41678 
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In the ~atter o! the A,plication 
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~ Cor,oration, for Certific~te of 
?ublic Convenience anc .. Neces:.:i t~'; 
for Establishment of ~ates; and for 
Issuance of Stock. 

-... "'"':',.. 

C;"lIF0f!1~IA 

, ., 'c-t" n No'. 2",IO~~5 JoI.l'y ... l U ::'0 .; 

Launer and Chaffee, by Albert Launer 
for Ap,licant. 

Desert Hot Sprinss ~ater Co., a Californi~ cor,oration, in 

i ts o.Tl~ended ap:"li ~a tion .:.sked this Corr.r.~ission for a certificate of 

public convenience and necessity to opercte a public utility ~later 

system to serve the com: •• uni ty of Desert Hot Springs, in Ri versicle . 

County; for the establishment of rates for thc"service to be rendered; 
~ 

and for"order approving ar~d autr.'orizing the i::;suance of 1,000 shares 

o! t.he capital stock or said cor-poration to N. L. 1.auner and Ruth D. 

Launer, or order4 

A public :iearine in this r::.atter \\"as licld at Desert Hot 

Sprine:s before Examiner !o.:ncKall .. 

Prior to r,:arch 1, 1946 1 two mutual 'vIa ter sys terns furnished 

water in three subdivided tracts in che comr::uni ty of Desert Hot Spring~. 

Nelson r·:. Launer) after con:Jiderable negotiations wi th the various 

interests involved) organized and incorporated. Desert HotSprin~s \vater 

Co. for the purpose of .:.tcquiring existing ~1>J'a.ter ?roperties and to 

install neces~ary additional facilities to supply adjoiningandadja

cent ?roperties. This 'Ccr~oration tock pos::.;ession of the above .r:lutual. 

systen.s on !I!arch 1, 1946, and sir:.ce that date under the supervision c.nd 

direction of Kr. Nelson E. Launer hels rebuilt the entire wa-uer systerJI 
upon ~ very high .::;tand",rd of wa.terworks construction .• 
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~.:ost of the lands comprising AP::>licant' ~ ?roposed service 

area formerly were otomed or controlled by A. );ardr.:an and Bonnie v!ardrJan, 

husband and wife, o.nd L. '". Coffee and r.,illian T. Coffee, husbo.ndand 

~'.'ife. All st~'\nding, flowing, or percolating waters, both cold 8.nd hot, 

upon or lying beneath the surface of their properties were separated 

and :-e:3crved to said owners. Desert Hot Springs \'iater Co.' obtained by 

grar:.t from said owners their respective interests and rights in the 

under;round cold water and cold water rights under the ?ropcrties to be 

served by said water company, together with the right to develop and 

remove said cold water from the undergrou.nd sources.. The development 

and use of hot water underlying the said ~ro?erties was not eranted 

sirr.ilarly; however, it was provided in said grant that the water corJpary; 

if unable to develop the necessary quantity of water fror.~ the' cold 

water sources, shall have a non-exclusive ri~ht to develop in any 

portion of said pro:.)(~rtie s, such amounts of hot water as may be neces

sary to sup,leIl'!ent the cold water zupply. The conveyance Done use of 

these ri;:;hts to undereround \'later and the distribution thereof is 

limited under said e;rant to the pro,erties upon '~'hich the 'rights to 

\>;i thdraw such under~round water ho.ve been ucC!,uirecl.. The t erm"~hot 

water" is construed to mean water of: a temper,:lture of'lOO degrees 

Fahrenheit or over, at the point of 'production; the cold ~ater being 

~ .. ater lower in temperature than said '100 de.~rees. 

The \'later supply is obtained rrom four deep '\'le11s I three or 

which are eo.uip:,ed wi th pU!:~ping plants,. producing a total or 201 gallons 

per ::inute. The fourth well is held in reserve asa standby unit. 

Storage of 1,100,000 gallons is prOVided by two reinforced concrete 

ground level reservoirs. The distribution system consists of 76,237 

feet of steel pipo lines r~n~ing from two inches to 12 inches in' 

diameter; 20,720 feet of these pige lines are high-pressured copper-
, . 

alloy steel. At the end of the year 1947 the company was 'serving 401 

conS\lI!lers. 
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The pro~o~ed service ~rea covers 915 acreo, more or 1e3s, 

in Sec'tio:r. 30 , and 'the north one-half of Section 31, T2S, R5E, .s.B.B ,,&M., 

in Riverside County; 595 aCl"'CS thereof already have been subdi \ideo .• 

Er. Nelson i·:. Launer) P:::,csid~nt of the Desert Hot Springs 

~:Jater Co., testified that the orip,;ina1 cost of the ph7si cal pro?ertic.:s 

of the water $J"stcm arlountcd to ~;179,937 J.S of December 31, 1947, For 

the ye::;.r 1946 r:r. Launer sto.ted that the op.;::rating revenues amounted 'to 

....... ")"'7 
,.~u , ~ I ; opero.tine ex?~nses, including C1,5S0 for depreciation, were, 

~.$,632, leaving u loss of ~:>354 for the y0sr. Sin:ilarly for the year 

ending December 31, 1947, op·,)ro.ting revenues ,,:crc ~~14 ,008, ·opcra't:i.ng 

expenses, including :~3,S55 for depreciation, amounted to :;;'14,391, 

1cilvi:-"'g a deficit of ;;,,3$3 for t.hc year 1947. Eased u,on anticipated 

~ro ..... 't~ and development of tr.c busil';,0SS in the inm'!edia te future, ~.ir. 

Launer estimated that the cnnua1 income, under his proposed schedule 

of rates, would amo~nt to ~24,123) the o?orating expenses including 

depreciation ','lou1d be ~:23 ,894; leaving an o;:)erating profit of ~;,229. 

~:r. James F. :~'ilson, one of the C01:lffiission's engineers, pre

sented a report in which he apprais0d the ,hysical properties of this 

systec, based upon the esti~atod original cost, at $178,168, as of 

January 1, 194$. To thi s was added the sum of ;~,3, 100 in workine c:l.sh 

capi tal and :rIa teria1s and supplies, r.13,king a total of ~~181, 268. In 

this report the operating revenues for the yc~r 1947 ~~ere given as 

~~13,692; operating expenses, ir.cluding depreciation of ~·3,560,· cOI:lputed 

. by the sinkine fund i .• cthod at 5;(;, o.mountcd to ~:13, 352. The' net operat

ing l:"cvenue was :(;;340 f,or the year 194 i. ,Based u;,on the amount of the 

capital investncnt as set out above, the rate of return would amount 

to .19 of 1% fo:, the year 1947. I·a-. ~lilson also computed the rcquire

r.lents for the d~preciat'ion reserve for the year ending December 31, 

1947, as ~~ 7 , 211. 
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T110 b:;:.l~ncc sheet of Dc:crt Eot Springs ·,latcr Co. as of 

Dccer.lber 31) 1947, .::.tt.:lchcd as Exhibit A tl) the .1mcnded ap:'licJ.tic~ I 

shows ass~ts nnd liabilities as follows: 

Assets 

Current Assets 
Cash in bank 
Accounts receivable 
Prepaid expenses 

Fixed capital - per a~praisa1 
Construction work in process 

Liabilities 

Current Liabilities 
Acco~~ts payable 
Accrued taxes 

Notes payable 
Continzent advance 
Investment 

Less operating deficits 
Less operating deficits 

1946 
1947 

Total ~SS0tS 

4,350.3S 
1,350.16 

255.92" • 
~ 5·,956.40 
179,936.71 
15. ~50~0:1' 

$201, 743~.25'· 

$ 1,625.00 
_----.:3::..:.7..;.;.2.;.,.:-5:..;.0 .... 

'iP 1,997.50 
25,00.0.00-
35,000.00 

Tot~l linbilitics 

Th~ e .... idonc~ ,sho':,rs that the amount of ,:3 5,000 reported under 

rlContingcnt advance" represents money aavanced ~y real estate promoters 

!'or the installation of a distribution system on one of the newly 

subdivided tracts to bE: served by Ap·?lic~nt. The ~,25, 000 r:.otc is 

c.~tcd Anril 10, 1946, and is ~ayable to A. \;ardtian. in five annual 

installments of $·5,000 each, the first insta11r..cnt bcinr: due February ~ 

1952. The note bears no interest until February 2$, 1951 •. After that 

d~tc it bears interest at 4% on the unpaid b~lancc. The assurrlption 

of the payoent of this note by AP?licant will ~e authorized. 

Desert Hot Springs \'later Co. has an authorized stock issue 

of '2,500 shares of 'the par value of $100 each, and of the aggregate 

par v.-;.luc of :;250 , 000 _ In its amended application, it asks permission 

to issue 1,000 shares of its stock to N. ~~. L:luner and Ruth D. Launer J 

or order, in consideration for the cash and properties which they will 
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transfer to the corporntion. RI~fcrcnce has already been made to the 

,roperties. 

The sch~dule of rat0s proposed by Applic~nt follows custo

m::.!"! practicc ~s to its structure, but doe s not covor ~deo..uately a 

special service condition 3.S~UI:ling incrcos::.ng prominence in this p~r

ticul~r ar8a. Th0rc are sevcr~l multiple unit residential projccts~ 

.:;omc cor:.binC'c. with s tores ~ sh09s ~~nd othor corr':.'1erci~l busines.:;cs) 

usually aevGloped ~s a single cntwrprise. The rc~ular rate schedule 
',' 

docs not equit~bly provide ror this speci~l class of s~rvic~ without 

pcrn.i ttine ... :r.D.t will Q,Iilount to nn unf.:.tir di::;crir.lination ngD.inst the 

p.:cnero.l or averagc 'resid('nti:ll ~'~nd conu .. ercial consumer. In vic," of 

the varying conditions surrounding each such multi?le unit enterprise, 

it would appear more proocr ~nd cquitublc to ~ll conccrnod to m~kc the 

rotes to b\':. charged in such c:\ses c. mo.tter of seporD.te contract •. Appli

cant mcy however, if it so dcsires~ file with this COL~Jission, subject 

to the Cornmission' s ~p;)rova.l, 0. spcci.:.l rntc for this cl~ss ,of service. 

The schedule of r.s.tes set out in tho.;; follovling Ord;;:r 1'5 

horQby found to be just and rcuson:..ble for the s~rvice !'~ndercd and to 

00 rendered here~fter. 

The ccrtific~tc of public convenience ~nd necessity granted 

herein is ~ubjcct to the followine provisions of la''': 

"Th~t the COl'rJ .. is~ion zhall have no :JO\'ier to 3.uthorize 
the capitalization of this ccrtiiic~tc of pub:ic convenience 
o.ncl necessi t,Y or the right to own, o!,crat0 or enjoy, such cer
tificate of ~.,ublic convct),icncc ~nd necessity in excess of the 
atlount (exc1 usi vo of any tax or annu:ll c harec) actually paid . 
to the State as th<;: consideration for the issuance of such 
ccrtificc.tc of public conve!'licnce ~nd necessity or right.'TT 

a R D E R - - - - .... 

Application as entitled above having been filed with the 

?ublic Utilities COIl".!nission of the St:lte of California, 0. public hearir!g , 

having been held thereon, the matter haying been duly submitted and the 

CO:!lrr.ission now being fully advised in the premis0s 1 
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;:~:2.BEY ~:~C!',;':tES tha.t public convenience 'o.nd neccssi ty requirt::, c.nd 

· ..... 111 require, the construction, mo.intcn~r.ce and 0,crat1on of a. public 

utili ty W.:ltcr s/·stom. by Dcsert Hot Spri!1gs :'latcr Co., ,'), corpora.tion, 

in c.nd in the vi cini ty of tho unincorpora.t0d community of Desert. Hot 

Springs in Riverside County, mor0 pa:rticul.:trly described as c.ll of 

Section 30 ,~nd the north half cf Section 31, '!'2S, R5E, S.B .. B.&k., 

Cx.ccpt~ng· thcrcfroll! the 40 acres ;,;.,nd the £i vc-ocrc parcels .:.s indicated 

on thl::: ::'iap t~.?.rked Exhibit B .:tttC'-chcd to the application hcr~in, which 

::lap is rlc:r.;;:by r.l~do z. ,.::.rt of.' this Ord~r by r(;.)fcrcncc. 

IT IS HEREBY ORDERED as follows: 

1. That a ccrtii'icc.tc of public convC't'1.icnc~ and necessity be and it 
is hcrcbJ' ,~rantcd tc Des(:)rt Hot Sprin.~s ',iator Company to construct, 
mo.intain .::!nd 'operate 0. public utility for tho. distributi'on o.nd sc.le 
of .,,-atcr within the territory hereinabove described; 

2. That Desert Hot Sprinr-;s ~;o.tcr Co. be ;:;,nd it is herl;)by a\:.thori zed 
and dir~cted to file in quo.d:,uplic~~tc, ir. conforr..i ty with this 
CO!:"J:ission's Genorc.l Ord~r No. 96, within thirty' .(30) days from 
and after the cf!'ective do.te of this Order, the following schedule 
of r.?tcs to be charsed for 0.11 w~tcr scrvic0 rendered to its C'on
sut':lC::"S on c.nd t.ftcr so.id effecti".fe date, w! ... ich schedule of rates 
is h\~reby found to bE:: just ,~nd rc.::.sonabie for the service to be. 
rendered: 

Schedule No.1. 

I<ONTHLY t..ETER RATES 

A?:'LIGABILITY 

Applicablc to all dOl:1cstic, cor.:.~ercial unci indus trial users 
of wo.ter. 

TE:R~nTORY 

Desert Hot Springs ~ltld in the vicinity thereof, Riverside 
County. 

RATES 

T.~onthly Einimur.l Chc.rgcs: 

For 5/6 x 3/~·-inch noter • · • · For I-inch meter • ,. • · For l~-inch meter · · · · For 2-inch meter • • · · 

• . • • 
· • 

· .. 
• . • · 

'. 
• 

· 
• 

• 
• 
• 
• 

Per r·:cter 
Per Konth 

~2.50 
6.00 

15.00 
25.00' 

The foregoing charges arc lor 500 cubic feet of 
WQter or less each conth. 
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r.:onthly Quanti t.Y... Ra t~)S : 

For wnter in ,excess o.f...59..Q.,_~~pie f.cpt 
permon~h-' 

500 to 2,000 cubic fevt, per 100 cubic feot 
Next 3,000 cubic feot, por'lOO cubic feet 
Over 5,000 cubic feet, per 100 cubic feet 

Per' r.ionth , 

$0.50' 
.45 
.40 

'. . 
IT IS R~11EBY :'UHTl1ER CRDERED that DC$crt Hot Springs ~~at<:r 

Co., upon the transfer to it of the wo.ter and. other propE.lrties referred 

to in the fOr(:0oing Opinion, bo) ~nd it is hereby, authorized to issue 

nnd deliver, on or before 3ep~cr.'.bcr 30; 194$ to N. r:. Launer e.nd Ruth)). . 

Launer, or order, 1,000 shares ~100,OOO p~r v~luc) of its co~~on 3tock, 

~nd assume tho' p.,-ymcn t of s~id ~;,25, 000 nott:, t.he Coml'li.ission being of 

t;"c opinion that the money, prol.)erty or lD.bor to be procured or' paid 

for by the issue of 3D-iei. stock Zlond the o.ssu.rnption of SD.:i.d indebt\;;dr~css 

is rc~sono.bly required by Desert !-fot Sprin~s ·,':D.tcr Co .. for the purposes 

herein stated, which pur,poses nrc not, in ,,:hole or in part) reason~bly 

ch~rgcable to o,;",cr.'ltine expenses or to incor.1C. 

IT IS EEREBY Ft.m TESR ORDERE;) th.1 t wi thin sixty (60) days 

ai'tlor the issue of s.:tid sh;:lrcs of stock, or any p.;o.rt th ereof, Dosert 

Hot Springs \'later Co. shall file '.:ith the CQr.m.ission a rc:port :;howing 

~he number of shares of ~itock iszucd, to \.,rhot~ s.::.id sh('.rcs '''0rc issued, 

~nd th0 consideration received therefor, and shall c.l:;o file with the 

CotlIrlission ~, COP)' of the deed. or other i~strumcnt of convcY.;J.nce under 

which it holds title to its propertios~ 

I ',LI 1'" T.TT,"'·,'''''r T;'T"~'r~T'R (YiP)],")"""" oJ ...... WJO.l. ... I.,o'n i'lL.\ ....... 1 ... h."IJ ::J.R follows: 

1. That Desort Hot Sprin;"s ~:!o.t~r Co.; within sixty (60), day.s 
i'rc,m and "'fter the cffecti YO d~tc of this Order shall subx:;,i t 
to this COIrJ';:ission 1'0 r .:.:.p~;rov~'tl four sets of rulo:. ~nd 
regulations ijovcrning rclD.tions 1tJi th its consumers, each 
set of which shull cor.to.in a st:.i'cn:olc Ml.p or sketch" dro., ... rn 
to an indicated sc~lc upon D. sheet e~ x 11 inches in size 1 
de1.incatin,~ thereupon in disti ncti vo rllarkings the boundarlcs 
of its present servj.cc area" the location thereof wj.th 
reference to the immcdiat~ surrounding territory; ?rovidcd, 
however, tl'k1. t such mtlp or ~ketch sh"-ll not thc,rcby be 
conside,red by this COmr.'lission or any other public body as a 
fir!~.l or concl usi ve dctcrr;.in.:.tion or cstablishn:cnt of the 
deci~"-ted area of scrvice~ or nny portion thereof~ 
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2.. That Desert Iiot Springs \'J.:lter Co, \'rithin sixty (60) days 
from ~nd after the effccti vo dat~ of this Order" sh.lll 

3 .. 

file ~~th this Commission four copies of ~ comprehensive 
map, drawn to 8n indicated scale of not less than 600 fce~ 
to the inch, upon which sha.ll be delino~ted by :lppropri<:ltc! 
!':'lc.rkings the terri tory pr~sontly served., This m~p should' I, 

be rC:lsonably accurutc 1 show the source ~nd da.te thereof', : 
and include sufficient d.:lt~ to det~rmino clc~rly ~d 
definitely the location of the property compriSing the 
entire utility are~ of service; provided, however, thct , 
such map shall not thereby '013 considered by this Cotnr.1ission 
or any other public body ilS 11 finn,l or conclusive deter
rwinc.tion or estc.blisr.:::.cnt of.' the dcdiciltcci area. of service, 
or any portion. thereof. 

The authority herein granted is effective twenty (20) days 
from ~nd aftor c date hereof. ~ 

Dated t~t -"";"';;:"';;~::....J,C;.LIoa~Io..I..4.a../;~_' California, this :?f - day 

Of~' 1~4e. 
a?;~ .• ~ 

" , " 
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