Decision No.

43277,

BEFORE THE PUBLIC UTILITIZS COMMISSION OF TEE STATE OF CALIFOENIA

In the Matter of the Application of

RANCEO MIRAGE ANNZX NO. 2, a California

Corporation, For an Order Authorizing Application No. 30132
the Creation of a Public Utilivy _

Wwater Systen ‘

Button & Herzog, dy L. Honald Button, and David F. Culver,
for apgplicant.

CPINION

Rancho Mirage Annex No. 2, a corporation, asks the Commission
to authorize it to conduct a pudblic utility water business at Rancho
Mirage, a series of subdivisions located in an unincorporated area of
Riverside Cbunty, approximately ten miles south of’Palm Spriﬁés,on
Highway 111, The Commission is also asked to establish a schedule
of meter rates. “

A public hearing in this matter was held before Examiner
Warn2r on August 10, 1949, in Palm Springs.

Rancho Mirage Aannex No. 2 is a California corporation. Its
articles of incorporation were filed with the Secretary of State on
June 5, 1946. It has authorized capitzl stock of 500 shares of par
value of 100 each.

The proposed service area is shown, in part, on the map
marked Exhibit 4 of <this proceeding, and an additional area is
described thereon. The developed and subdivided area chown on the map

includes approximately 300 acres of desert land located.adbout ten miles

southeast of Palm Springs, Riversicde County, extending some 2,400 fcet

in width, northeasterly, abouv 7,006 feet along State Highwﬁy 111, aad
more particularly described as o portion of Sections 12 and 13, T 5 S,'
R 5 E, and Section 18, T 5 S, R 6 £, 5.B.B.&., plus an addivional

uncdeveloped and unsubdivided arca'containing between 150 and 200 acres
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lying southerly and westerly of the state highway, extending westerly

to the mountains and being coatiguous to the aforcmentioned developed |
portion. The entire latter portion is owned by applicent, and is
bounded on the south and east at various points by terfitory supplied
by privately owned public utilities und mutuzl water systems.

The main portion of tne subdivided arca was developed in the
latter part of 19L5 and in 194E ond 19L7. Prior to 1945 one well and
approximately 13 miles of pipe served the subdivision. The subdividers,
now organized as applicant corporation, originally turned the operation

£ the water.system over to the Rencho Mirage Community hsssociction,
made up of property owners, who operated it as a mutual water company
under lease to appaicant for $200 per yeor. The zanrnual rental charge
was paid but once. At the request of said Rancho Mirage Community
Association, and, zllegedly, beczuse of inability of the association
to operate successfully, applicant assumed operation of the water
system on February 1, 1948. At the present time there ere 99 customers
and 428 lots in the subdivided area., Applicent's witness estimated
this nunber ma2y be incrcased by 25 or 30 new customers by the end of
1950. The area served iz & d¢sert resort. Lots scil for $1,500 each
for'from 2/5 acre to 2/3 acre, cxcept in Rancho Mirégc Tract where lots
are 1/3 acre each; homes are iﬁ the $10,000 zo 15,000 category, of
Grade A cénstruction, with two or :hréc bedrooms; and. the owners
reside there, for the most part, thc year round..
Water is obtoined from.three drilled wells, two of which are
used for standby only. The two standby wells are not connected to
electric power sourccsifor operation, but the evidence indicates they
could be, on short notice. They are of 160-gallons-per-minute and
400-gallons=-per-minute capacity, wnd each is equipped wizhva pressure
tank. The main well, located on Lot 21, Rancho Mirege Village Troet,

has produced 1,320 gallons per minute on 2 test, and a log attached to
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the application as Exhibit "3" indicates thet on March 23, 1948, it
produced 437% gallons per minute on a 50 hp pumping installation. The
static level was 98.L'féet; the pumping water level was 102.4 feet, the
total pumping head was 329.9 feet for 52.6 miner's inches, and over-all
plant cffiéiency was 67.3%. Combined consumption of water, including a
swimming pool and park area; is about 120,000 géllons for cach 24 hours,
and the capacity of 681,120 gallons per 24 aours from Well No. 3
appears adeguave.

Water is boosted from Well No. 3 through 2 six-inch line to
a 2,000=barrel, double-ring, oil-field-type tank at an c¢levation of
some 175 feet above the well. The'tank'is on the high point of the
area, and water is gravitated to the system at a pressure of!from
L5 to 80 pounds per sguare inch. An automatic clock contrql has‘been;
installed at the well to maintain a proper level of water in the tank.

The distfibutioﬁ system’'consists of some 42,000 feet of steel
mains varying in size from six inches to two inches.

From the evidencc it appears that the water supply available
to applicant is adequaﬁe tO reader serviec to the arez.

Easements for pipe lines are in privéte rights of way, and
it has not been necessary to secure a franchise from Riverside County.
A witaess appearing in behalf of the applicant indicated that the
company wouid be willing to secure such fraachise if it wags found, at
a later date,'to be necessary. Permits for‘crossing couﬁty roads are
obtainable from Riverside County, 25 shown in EBxhibit 1.

Exhidits liled at the proceeding show that the water has g&en
tested by county health authorities and found to be potéble.

Notices of the hearing in this matter weré sent to adjoining

utilities, and it was determincd that newspaper notices had been

published in a newspzaper of general circulation throughout the area.

No protest by said utilities was entcered at the hearing.
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Applicant proposed certain rates in the application, and
testified that they were comparable.to those charged at Palm Springs,
Thunderbird, and Palm Village. )

From February 1 through December 3, 1948, operating revenues
amounted to $3,68L, with operating expenses of $1,736 for powér and
54,086 for other operating expenses, totaling 5,822, resulting in a net
loss for the 1l months of 1948, of $2,138. However, during-ché first six
months of 1949, operécing revenues amounted to $2,856, with operating
expenses of HOL7 for power and $97L for other bperating expenses, total-
ing $1,621, showing a net profit for the six months ending June 30, 1949,
of $1,235 at present rates. These results of operation may not e con-
strued to be representative of Iuture operavions, however, since the
accounting did not follow the Commission's Uniform Classification of
hccounts for Water Utilities, and several items of operating expense were

not charged by the real estate company o the water system. Such items,

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

Applicant’s Witness stated that it was intended to céntinue the
present rate but that authorization of new raﬁés was requested in order
to place them into effect if found necessary to provide adequate earnings.
He also stated that 1948 operations were not normal due to extraordinary
maintenance founc to be necessary upon the taxing over of thevwater sys4
cerm by applicant from the commﬁnity association. In view of the indi-
cated profitable operations for the first six months of 1949 at the
present rates as noted hereinbefore, and further in view of the fact that
rates proposed by the applicant would constitute an inerease of present
rates, no change in rates will be‘authbrized av zﬁe present time. |

The schedule of rates authorized herein at abplicant*s request
is of the promotional type and being considerably lower than the average
chargeé for comparable service in this territory will not result in an
excessive return. After thesec rates -have ‘been in effect for a sufficient
time to determine by actual experience the normal operating ¢osts, it is

probable that higher rates nay be required.
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The Cormission has considered the request for a certificate
of public convenience and necessity and is of the opinion that it should
be granted subject o the following provision of laws
That the Commission shall have no power to authorize the
capitalization of this certificete of public convenience
and necessity or the right to own, operate, Or enjoy such
certvificate of public convenience and necessity, in excess
of the amount (exclusive of zny tex or amnual charge) actually
paid to the State as the consideration for the issuance of
such certificate of public convenience and necessity or
righte. . _
The action taken herein shall not be construcd to be a finding

of the value of the property of Rancho Mirage Annex Mo. 2.

ORDE:

The above-eatitled apprication having been considered, a
public¢ hearing having been held, the matter having been submitted, and
now being ready for decision,

IT I5 HERZBY FOUND AS A FACT that public convenience and
necessity require and will reguire the constructién and operation of a
public utility water systcﬁ by Rancho Mirage Annex No. 2 in Riverside
County in the area set forth in the mep marked Exhibit 4 in this
proceeding and t¢ the additional area descrided thereon..

IT IS HERESY ORDERED that a certificate of public convenience
and necessity be and it is granted Rancho Mirage Annéx No. 2 to construct

and operate 2 public utility system for the distridbution and sale of

water within the territory nhereinbefore described, subject to the

following conditions:

1. Rancho Mirage Annex No. 2 shall file with this
Commission in accordance with the requirements
of General Order No. 96, the schedule of rates.
sct forth in Exhibit A attached to this order,
together with rules and regulaticns, to be ¢flec-
tive on or before October 1, 1949.. ‘
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Schedule Mo, 1
CENERAL METZERED SERVICE

APPLICABILITY

Applicedle to all water gervice.
TERRITORY "

w:.thin the puthorized service nres of the Rancho Mirage subdivigions
in Riverside County.

RATES
Meter
Quantity Charge:
Firot 500 cu. £, or less .
Next 3,500 cu. 4., per 100 cu.
Next 4,000 cu. £%., per 100 cu.
Next 7,000 cu, ft., per 100 cu.

Next 5,000 cu. £t., per 100 cu.
Over 20,000 ¢u, ., per 100 cu.

Minimm Charge:
FOZ‘ 5/8-18Ch meter - » ® ® ‘o ‘s ® & =
The Miniwum Charge will entitle the customer
to the quantity of water which thet monthly

minimum charge will purchase et the Quantity
tesn.

Ixhidit A
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Rancho Mirage Amnex No. 2, within thirty (30) doys
after the effeetive date of this order, shall file
with this Commission four copics of 2 suitable nmep,
drawn to on indicated scale upon a sheet 8% x 11
inches in size, delineating thereupon by distinetive
markings the boundaries of the present service area
and the locetion thereof with reference to the N
immediate surrounding territory; provided, however,
that such filing shall not be construed as a final
or conclusive determination or establishment of

the dedicoted area of service or any porvion
thereof. '

Rancho Mirzge Annex No. 2, within thirty (30) days
after the effective date of this order, shall file
with this Commission four copies of a comprehensive
map, drawn to an indicated scale of not less than
600 feet tc the inch, upon which shall be deline-
ated by appropristc markings the torritory presently
t0 be served. Tais map shouvlé be reasonably
cecurate, show the scurce and date thereof, and
include sufficient data to determine clearly and
definitely the location of the property. comprising
the entire utility crea of service; provided, how-
ever, vhat such filing skall not be construed as

a2 final or conclusive determination or esteblishment
of the dediceated arec of service or any porvion
thereof.

ne effective date of this order shall be twenty (20) days

after the date hereof.

ated at San rrancisco, California, this KRG Th day ol
| /
y 194L9.

Commissioners.




