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Decision No .. 4.3277, 

BEFORE THE PUBLIC UTI!..ITIZS CO!·!MISSION OF THE ST~!E OF CAL!FORNIA 

In the ~mtter of the A?plica~ion of ) 
RM:Cf.O !:.IRAG£ A..~EX NO .. 2, a California) 
Corporation, For ar.. Order Au-ehorizing ~ 
the Creation of a Public Utility I 

~:ater Syst.em ~ . 

Appli~ation No. 30132 

Button & Herzog, by. A.Ronald Button, and David F. Culver, 
for applicant. 

o ? I N I.O N 
-~---~-

Rancho Mirage Annex No'. 2, a corpora'tion, asks the COCl:l1ssion 

to authorize it to conduct a public utility water business at ~~cho 

Mirage, a series of subdivisions located in an ~~incorporated area of 

Riverside County, approxima'tely ten :niles south of Pal:l Springs on 

Highway 111. The Commission is also asked to establish 3 schedule 

of meter rates. 

A public hearing in this ~at'ter ·~s held before Examiner 

\-larner on A.ugust 10, 1949, in Pal.on Springs. 

Ra..~cho Ydrage A."l...~ex No .. 2 is a C.alifornia corporation. Its 

articles of incorporation were tiled ~"ith the Secretary of State on 

June 5, 1946. It has au~horized capitz.l st.ock of 500 shares of par 

value of ~lOO e&ch. 

Th~ propo$ed service area is sho~n, in part, on the map 

marked Ey~ibit 4 o! this proceecing 1 and ~n addit.ional are~ i3 

described thereon. Th~ developed and subdivided area ~hown on the map 

includes approxim~tely 300 ncres of desert land located. about ~en miles 

southeast of Pale Springs, Riverside County, e~ending some 2,400 fc~t 

in width, northeasterly, about 7,000 !ect along State HighwDY lll, and 

more particularly described as ~ portion of Sections 12 end 13, T 5 S, 

R 5 E, and Section lS, T 5 S, R 6 E, S_B.B.~I..~ plus an ~dditional 

undeveloped ~nd ~~subdivided area cont~in~~g between 150 a~d 200 acres 
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lying south~rly andwest~rly of the state highway, extending westerly 

to the mountains and being con~iguous to th~ a~orcm~ntion~d developed 

portion.. The entire latter port.ion is ownec' by applic~nt 7 and is 

bounded on the south and east at various points by territory supplied 

by privc.tely owned public utilit.i~s ~d mutut:.l .w~t€:r systems. 

The ~in portion of the subdivided ~rca was developed in the 

l~tter p~rt of 1945 ~~d in 1946 and 1947.. Prior to 1945 on~ well ~~d 

approximatoly 1~ ~les of pipe s~rvcd the subdivision. The subdividers, 

now organized as appliccnt co~por~tion, originally tu:n~d the oporation 

of the water. Systi:Dl OVi;r to the Rrulc.ho Iilirage Co::ununity ;..ssocic.tion, 

made up of property o'~crs, who op~r~t~d it as a mut~l water compc.ny 

under lease to app:ic~~~ for ~200 per yc~r. Th~ 3nnua1 r~nt~l c~rge 

was paid but once.. At the r~quest of said Roncho Mir2ge Community 

A.ssociation, and, cllcgcdly, bec,:usE: of inability of the association 

to operate successfully, applicant assUQcd operation of th~ water 

system on Februa~1 1, 1948. At the present ti~c there ere 99 cus~oc~rs 

and 428 lots in the subdivided ~rea •. Applicant'S Witness cstima~ed 

this number may be increased by 25 or 30 new custom~rs by the end o£ 

1950. ~he area served is a desert resort. Lots sell for $1,500 each 

for from 2/5 acre to 2/3 ac~e, except in Rancho ¥dr~gc Tract wh~re lots 

are 1/; acre each; hom~s arc i~ the ~lO,OOO to ~15,OOO category, o£ 

Crade J.. construction, with tVIO or three b~drooms; a."ld. the owners 

reside there, for the most part, the year ro~~d •. 

"lator is obt.:.in<;d from three drilled wells, two of wr..ich are 

used for standby only. The two st&"ldby w~lls ar~ not connect~d to 

electric power sources for o?cration, but the evidence indic~tos they 

could be, on short notice. Th~y ~rc of 160-gallons-pcr-minut~ and 

400-gallons-pcr-minute c~?acity, ~"ld each is e~uipped with a pressure 

tank. The :4'\in well, locat.ed ~n Lot 21, Ra."lcno ~!ircbe Village Tro.ct, 

has produced 1,320 gallons per minute on a test, ~d a log attached to 
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the a.pplication as Exhibit. "3" indicat.es t.hat on March 23, 19k-8, it 

produced 437~ gallons pe~ cinut~ on a 50 hp pumping installation. The 

static level was 98.4 feet; th~ pumping wator level was 102.4 fc¢~, the 

total pumping head was 329.9' fc~t fo~ 52.6 miner's inches, and over-all 
, 

plant efficiency was 67.3%. Combined consumption of water, including a 

swimming pool and park area, is about 120,000 gallons for each 24 hour$, 

and the capacity o! 681,120 gallons pe~ 24 hours from Well No • .3 

appears adequate. 

\'[ater is boosted from well No. 3 through a six-inch line to 

a 2,000-bar~el, double-ring, oil-fielc-type t~~k at an elevation of 

some 175 feet abov~ the w~ll. The tank is on th~ high po~~~ of the 

~rea, a~d water is ~ravitated to the system at a pressure of from 

45 to 80 po~~ds per s~uare inch. &~ aut.o~atic clock control has beer. 

installed at the well to ~intain a pro?er level of water in the t~~k. 

'the distribution system j consists of so:ne 42,000 feet of steel 

mains varying i~ size from six inches to two inches. 

From the evidence it appears that tho water supply available 

to applicant is adectuo.te to render service to the area. 

Easements for pipe lines arc in priva~c rights of way, ~~d 

it has not been necessary to secure 3. franchise' froIil Riverside Co~~ty. 

A witness appearing in behalf of the applicant indicated that the 

company would be ~~lling to sec~re such fr~~chise if it was found, at 

a later dat~, to b ~ necessary. Permits for c rossing cou.~ty roads .:lre 

obtainable from Riv~rsidc County, as 3ho~m in Exhibit 1. 

Exhibi'ts filed at the proceeding show that the water has b<:cn 

tested by county health authoriti~s ~d found to be potable. 

Notices of the hccring in this matter were sent to adjoining 

utilities, a.nd i't was dete:"mincd that newspaper notices had been 

published in a newspaper of scn~ral circulation throu~~out the ar~~. 

No protest by, said utilities was ~ntcrcd at the hearing. 

-.3-



;,,-30l32 
EL 
Cor:-. 

.. 

Applicant proposed. certai~ ~ates in the application" ~~d 

testified that they' were co~parable to those charged at Palm Springs, 

Thu."'lderbird, and Palm Village .. 

From February 1 through December 31, 1948, operating revenues 

amounted to $3,.684, with o~rating; expenses of $1,736 for power and 

$4,086 for other operati..'1g expenses, totaling $5,$22, resulting in a net 

loss for the 11 months of 1948, of ~2,138. However, during the first six 

months of 1949, operating revenues amounted to $2,e56,~dth operating 

expenses of ~647 for power ~~d C974 for other operating expenses, total

ing ~l,6Zl, shOwing a net profit for the six'months ending June 30, 1949,· . 
of C,1,235 at present rat.es. These results of operation :nay not be con

strued to be representative of future operations, however, since the 

account~~g did not follow the Comcission's Uni!oro Classification of 

Accounts for viator Utilities, and several items of operating expense were 

not charged by the re~,,~'.'estate company to the water system. Such items., 
, 

for the most part, included, taxes, depreciation, and executive salaries. 

Applica..~t T s witness stated tr..at it was intended to continue the 

present rate but. t.hat authorization or new rates was requested in order 

to place them into effect if found necessary to provide adequate earnings. 

He also stated that 194$ operations were not normal due to extraordinary 

~aintenance found to be necessary upon the taking over of the water sys

tetr.. by applicant from the coc:nu."lity association. In view of the indi-

cated profitable operations for the first six montr~ of 1949 at the 

present rates as noted hereinbe£ore., and further in view of the fact that 

rates proposed by the applic~~t 'would constitute an increase of pres~nt 

rates, no change in rates will be authorized at the present time .• 
, 

The schedule of rates authorized herein at applicant'ts request 

is of the promotional type and being consi~erablylower than the average 

charges for comparable service in this territor.y will not result in an 

excessive returr.. After these rates-have·been in ef!ect for a sufficient 

ti::le to d.et~rtline 'by actual experience the·normal operating costs, it is 

probable that higher rates !:lay be required. 
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The Commission h~s conside~ed the requ~st for ~ certificate 
" 

of public conven'ience and necessity ~"'lc. is of the opinion that it should 

be granted subject to the follo~nng p~ovision of law: 

That the Co~~ission s~ll h~vc no power to outhorize the 
capit~lization of this certificate of public convenience 
and necessity or the right to o~~, operate, or enjoy such 
certific~te of pU'olic convenience 'and necessity" in, excess 
of the ar:lount (exclusive of zny t.2X or znnu~l ch~.rgc) actu.:.lly 
paid to the State as the consideration for the issuance of 
such certificate of public convenience and necessity or 
right •. 

The action t~en herein sh~ll not be construed to be a finding 

of the v~luo of thE; property of R~mcho ~1ir~ge Ar .. "'lex No.2. 

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

The above-entitled application h~ving b0en considered, a 

public hearing having been held, the matter having been submitted, ~"'ld 

now being re~dy for deciSion, 

IT IS HEREBY FOUND AS A FACT,th~t public convenience and 

necessity require and ·Aill require the construction and operation of a 

public u~ili~y wa~~~ sys~c~ by R~~cho Mirage ~~~cx ~o. 2 in Rivcrzide 

County in ~he area set forth in the ~ap m~rked E~~ibi~ 4 in tr~s 

proceeding and t,o the additional area described thereon .. , 

IT IS HEREBY ORDE?£D th~t a certific~te of public convenience 

and necessity be and it is grcnted Rancho !tiragc A.."lnex No.2· to cons~ruct 

and operate a public ~tility syste~ for the distribution and sale of 

water within the territory hereinbefore described, subject to the 

follOwing cQnditions: 

1. Rancho ~iirage A."l.."lex No.. 2 shn.ll :"'ile ~'i th this 
Co~ission in acco~d&nce ~~th the requirem~nts 
of General Order No. 96, th~ schedulo of r~tes 
set forth in Exhibit A att~ched to this' order, 
together with rules .:lnd reb,U1ations, to be effec
tive on or before October 1, 1949 •. 
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Schedule No. 1 

CENEAAL 1€I'~ s:.:!NICE 

AP?LICP.E!LITY 

'l"ERRITORY 

Within the euthonzed Berv1e~ "re~ of the Bonello Y.1rege suWi ..... 1s1ons 
in Riverside County. 

RATES 

Per Meter 
Per Month 

Q~ntity Cherge: 

Firat ~ cu. ~. or leBs .. • • • .. 
Next ;.,500 cu. ft., :Per 100 cu. !'too 
Next 4,000 cu. rt., ~r 100 cu. ft. 
Next 7,000 cu; ft., per 100 cu. tt. 
Next 5,000 eu. ft., :per 100 eu. !'too 
Over 20,000 cu. :!'too, per 100 cu .. !'too 

Y.dnimutl. CMrge: 

. .. .. 
.. . .. 
.. .. .. ..... 

For ~/8-1neh ~ter • • • .• .• '. • • * • • - • • 

'l'b.~ .M1ntem:ll Chergo'! ".rill entitle the custo:cer 
to the quent1t~ of -.rete::- .... ~1ch thot ::onthly 
min1l:lu:l. ehoree .... ill pureMoc et the O)utnt1ty 
:ReteG .. 

Exhibit A 

$ 1.00 
.20' 
.15 
.lO 
.075 
..05 

$. l .. oo 
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2. Rancho 1-1irage ;.r_"lCX No.2, ",'it.hin t.hi:-t.y (30) dDYS 
c.l't~r the ef!"0ctiv~ d.l't~ of this oree:-, sholl fil~ 
v:it.h this Coc:ission fou:- copi~$ of a sui't3'ble :nap, 
cl:-awn 'to zn indicated sc~le upon a she~t 8~ x 11 
inches in size, deline2.ting; the:-eupon by c!istincti ve 
oarkings ~he oo~~~~rics or th~ present service ar~~ 
and the loc~tion thereof vd'thref~rencc to the 
in-.mediatc sUr:"ounc.inb territory; provided, however', 
that such !'iling sr~ll not be construed as a final· 
or conclusive dct~~ination or est~blisbrnent of 
the dedici;lted ar~a of service or :J.ny portion 
thereof. 

3. Rancho ¥dr~ge &"l."l.CX No.2, w-.l. thin thirty (30) d::.ys 
~ftcr the effective dote of this order, shall file 
with this Com:ission four copies of a comprehensive 
map, dra~~ to ~"l indicated sc~le of not less. than 
600 .;:0. ... .' .,.. '': h h 11' ~ l' ... Ct.:'C. \Ie I,.ne :J..!'lC_, upon W!l_C .. s.a. oe",.e :J..ne-
atcd by approp:-ictc rmrkings the tcrrito:-y present.ly 
too be served.. This ~p shoul~ be .re~sona·~~y 
c.ccu:-ate, show the source and d:,~e t.hcreoi, ::ond 
include su~~icicnt. d~~~ t.o determine clearly and 
de!ini~ely ~hc loc~~ion of 'the p:-opcrty. comprising 
th~ cntir~ utility ~re~ of service; p:-ovided,how
ever, thot such ~iling sh~ll not be constru~d us 
a final or co~clusivc dete~ination 0:- estaolisnocnt 
of thededic~t~d ~e~ of service or ~~yportion 
thcreo!. 

Th~ ef!ec~ivc date ot this order shall be twenty (20) d~ys 

~fter the d~t~ hereof. 

"'rlP nt San Fr~nci$co, Cclifornia, this __ ~~~~~~~ __ dny of 
/ 

, 
\ 

Coomissioncrs. 

• 


