
ER 

Decision No. 45721 

BEFORE THE PtTBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA, 

In the Matter of the Application of ) 
PALM DESERT ~]ATER COMPANY for ) 
certificate of Public Convenience ) 
and Necessity; to issue common' ) Application No. 32201 

(Amended) stock in the amount of $50,000, ) 
to issue a $;$,119.14 note; and ) 
to establish tariff schedules ) 
including rates, rules and ) 
regulations. ) 

~ .,' 

Lucian W. Shaw, attorney; c. D. Ough, Executive 
Vice President, and C. w. Henderson, President 
for applicant; Edith Eddy tJard, Charles L .. Milliken, 
Herbert PritzlaIT, Vernon Peck, Walter C. Markiy, w. s. Bear, ana Lillian Olsen, consumers,' and 
H. L. Cavanaugh l'or ,Indl.o Scnool District, inter­
estea parties. 

OPINION -------
Palm Desert ~,'!ater Coopany, a corpctration, by the above­

entitled application filed March 12: 1951, requests a certificate 

of public convenience and necessity to oper~te a water 'system in 

unincorpor~tcd territory at Palm Desert, Riverside County, 

California. Application is also made to issue stock and a note, 

and to establish tariff schedules including rates, rules and 

regulations. 

A public hearing in the matter was held before Ex~iner 

1Jlarner in P~m Springs, California, on April 25, 1951. 

At the hearing, the ~pplication was amended by 3 request, 

filod ~s Exhibit 1, for the elimin~tion of th0 lease, filed with 

the application .:1S Exhibit M. 

The application was further amended by the filing of 

Exhibit No. 3 (superseding Exhibit D attached to the application) 
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describing, ~nd Exhibit No. $, 0 mop, delincoting the territory to 

be s~rved; by the filing of ~ pro forma bolnnce sheet, as of . . 
April 25, 1951, cs Exhibit No.2 to supersede the pro formo bnlance 

sheet as of March 1, 1951, fi10d with the applicotion as Exhibit B; 

by n request to eliminate the proposed Rules and Regulations attached 

to the application as Exhibit Lj by a new stotement of estimoted 

~sscts to be acquir~d and proposed financing, filed as Exhibit No.4, 

to supersede EY~bit G attached to the application; by a new schedule 

of proposed rates, filed as Exhibit No.5, to supersede Exhibit H 

attached to the application; by ~ statement of stock and note to be 

issued, filed ~s Exr~bit No.6, to supersede Exhibit I ottached to 

tho applicotion; and by a st~tcment of detailed cost of property 

proposed to be ocquired as of April 25, 1951, filed as Exhibit . . 
No.7) to supersede Exhibit J ott~chcd to the o.pplic o.tion. 

Palm Desert Wo.ter Company, n Colifornio. corporation, was 

or~anizcd December 20, 1949. A copy of its Articles of Incorporation 

was filed with the opplico.tion. It is authorized thereby to issue 

2,000 shares of common stock of tho par value of $100 each and of 

62~e abgr~te p3r value of $200,000. Its officers are Clifford W. 

Henderson, President, C. D. Oueh, Executive Vice Prcsident 1 Lc~nard . ' 

K. Firestone, Vice President, a.nd Osc.:l.r A. Trippe~t, Sccret.:l.ry­

Tre~surer. Its directors ~re Phil Honderson, Jr., Justin W. Dart 1 

Leono.rd K. Firestone, Clifford \ . .,.. Henderson, o.nd ~lillimn LymJ.n 

Stcw.:l.rt, Jr. The officers o.nd directors are the sc..mc CoS tho so of 

P~lm Desert Corpor.:l.tion, subdividers, end o\~crs and opero.tors of 
Sh~dow !-1oun to.in Club_ 

The territory to which it is proposed to furnish pu~lic 

utility wntcr s~rvicc is loc~ted c.t the intorsection ~d on 

both sides of Pines to P::.lms High~:.:ty (State Hieh~J'ay No. 74) c.nd ".:.:. 

the Po.lm Springs to Indio Hirpwny (Sto.te Highw~y No. lll), 
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",bout 12 miles south of PD.lm Sprj~nGs. The propos~d t~rritory 

comprises o.pproximc,tely 1,500 acres, .:lnd includes the .:lfor~-mentioncd 

Sh.ldow Hount.:lin Club, 0. lD.rgc, luxury-type resort club with extensive 

grou...'1ds and swimming pool, sever·a.l privD.tc homes, 0. church, a. school, 

o.nd various comm~rci.ll cstD.blish:ments.. As or April 25, 1951, a 

tot.ll of 116 consumers were being served. !ft,Ti th the exception of 

three or four s~rvices, .:111 wo.tor service is metered. At present 

47 hom~s nrc under construction, and, the record shows, it is 

cstimctcd that there will bG D. total of 2JO co,nsumer~ w1 thin the next 

two ~nd one-~lf to throe yo~r~. In addit~on, 130 Eire hydr~nts ~ro 

connectod to tho distribution systom. No rovcnuo is derived there-

from at prosent and no fire hydrant s~rvic~ rate is included in 

applic~nt's proposed rate schedule. 

The w~tcr systco, the gro~ter po.rt of which wns installed . . 

in 1946 1 W.:lS constructed, is owned, and h~s been operated since 1946, 

by Pc.1m DQSBrt Corpore. tion. NCI ch.:lrgc hZlS been made by said corporo.­

tion for w~ter furnished by it to consumers. Distribution mains and 

service fo.cilitics hc.vc been instc.11cd in all property now subdivided 

nnd no o.dditional construction is necessary in the present sub­

division. 

The ~11eged purpose of th~ D.pplication being considered 

h~rcin is to transfer th~ water system properties from Palm Desert 

Corporation to Palm Desert viator Compc.ny, the newly formed corpora­

tion; such transfer to be effected by an issuance of stock and a 

note, by the latter to the former, and to commence chc.rging for 

water at ~~ established schedule of ro.tos ~nd in nccordanc~ with 

rules end regulations approved by this Commission. 

The source of w:~ter supply consists of two wl~11s. 

Uo11 No.1; in operation since 1946, locc.ted on Lot 7, Block P, is 

612 feet doep, wi th 0. 16-inc):l co-sing. A 60 hp electric motor drives 
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~ pump inst~lled i~ the w~ll. S~id pump h~s ~ c~p~city of 750 

g~llons per minut~. Th~ static w~t0r lCV0l is 157 feet. A witness 

for ~pplic~nt testified that the drawdown is a few inches. Well 

No.2, located on Lot 11, Block A-4, is 268 feet deep, with a 12-inch 

c~sing. A 30 hp electric motor drives ~ pump inst~11ed in this well. 

S~id pump has a c~pacity of 375 gallons per minute. The st~tic 

w~ter lovel is 134 feet, 10 inches. The pumping level is at 151 feet. 

This well is not connected to the syst~, but is maintained,~s a 

standby ond for future usc. Applic~nt's witn~ss testified that this 

well will be connected to the system o..nd plo.ced in o,peration wi thin 

two or three wcel·:s. 

A letter fro~ tho Riverside County Health Department, d~ted 

October 17, 1950, introduced as Exhibit No. 9, indic~tes that the 

water supply had been tested for pot~bility and had been found to 

be free from contamination. 

A copy of 0. wa.ter supply permit issued by the St:ate of 

Californin Public Health' Dep~rtmcnt) dated Fobru~ry 26, 1951, was 

introduced as Exhibit No. 10. Tlus permit contained a recommendation 

that the system be chlorin~ted ~t le~st two or three timos per ye~r. 

Applicant'S witness testified t~at it wns npplie~nt'5 intention to 

comply with such recommend~tion. 

W~tcr from the wells is pumped directly into the distribu­

tion zystem, ~nd operating pressures of b0twcen 60 and 7$ pounds ~ro 

mnintained, autom~tic~lly, ~t th~ pumping st~tion. 

Water stor~ge is provided by ~ 65,0~0-gallon steel tank 

located in the upper p~r,t of the s0rvicc c.re.:l.. Snid 'ttI.nk floo.ts on 

the line and supplies w~tcr by gravity ot satisfactory pressure to 

~ll but the uppermost portion of the service ~rea. Applic~nt's 

witness testified that a 'reservoir to be located on a 74-ccrc site on 

higher ground to the south of the service aro~, will be constructed 
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~nd will be pl~ced in opcr~tion in the foll of 1951. A booster 

pump ~nd srn~ll pressure tcnk now provide water service to the two 

customers locctod at too high an e10vation to be served by gr~vity 

from the presently installed stor~ge t~nk. 

The distribution system consists of 23,272 fect of $-inch, 

32,714 feet of 6-inch, and 32,$96 feet of 4-inch 10-,l2-and 14-g~ugc 

"invasion" pipe .. 

From ~ review of the record ~s outlined hcrein~bovu, it 

cppcars thct the w~tor supply ~v~ilable to applic~nt and the distribu­

tion system inst.:llcd o.re cdcquc.t 0 to serve the proposed ~rea. 

Includ~d in the proposed transfer of proporties from Pc.lm 

Desert Corpor~tion to o.ppliccnt, will be easements for pipe-line 

instc.1lo.tions throughout the subdivisions, ~nd, thus, it will not 

be noc~sso.ry to obtain 0. franchise from Riverside County. 

No other public utilities of liktl ch~r~cter ere pras~mtly 

opcr~ting Within the proposed area, and no protest to the gr~nting 

of the applico.tion was entered Qt the heo.ring by ony party, although 

the record shows notices of the hearing were sent to all consumers 

~nd to neighboring public utility w~tcr companies' and notice of 

the hoaring w~s published in a ncwsp~per of goner~l circulation in 

'the ::lrCD-. 

Applicant'S proposed rates for metered service us shown in 

Exhibit No.5, filed at the he~ring, arc ns follows: 

Minimum Chnrges: 

Meter Size 
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Per Meter 
per Month 

$1.50 
2~00 

. 4.50 
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12.00 
20.00 
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guantity Charges per Month 

First 600 
601 to 

1,001 to 
5,001 to 

10,001 to 
20,001 to 
Allover 

cubic feet or less 
1,000 cu. ft. per 100 
5,000 cu.ft. per 100 

10,000 cu. ft. per 100 
20,000 cu. ft. per 100 
50,000 eu.it. per 100 
50,000 cu.ft. per 100 

cu.:ft. 
cu. ft. 
cu. ft. 
cu. ft. 
cu. ft. 
cu. ft. 

$1.50 
.22~ 
.15 
.12~ 
.10 
.08 
.05 

In view of the fact that no charge has been made for water 

furnished since 1946 by Palm Desert Corporation, the record shows 

that no sound estimate of operating revenues ~~der the proposed rate 

schedule could be ~de. Further, this r~cord shows that no complete 

segregation of operating expenses wos made (nor was it required to 

be Il".ade) oy Palm Desert Cor~ration. bet;":een water system expenses 

and other expenses of the eorpc,ration. For that reason, the record 

shows, no sou..."'l.d estimate of ap?licant' s operating expenses could be 

made. Consequently, no esti~ated rate of return under the proposed 

rates c~n be determined. 

A comparison of the proposed rates with the rates o£ 

public utilities operating in the general vicinity of Palm Springs 

indicates that the proposed rates are not out of line, and the order 
. 

herein will provide for the filing of the schedule of rates as 

proposed in the ;j:pplic:t.tion as amended at the hearing. 
f 

With respect to a.pplicant' s request to issue common stock 

in the amount of C50,000, and to issue a note in favor of Palm 

Desert Corporation in the 3mount of $90,.103.02, pa.yable on or before 

ten years from date of issue, bearing interest at 'the rate of 5% 

per annum, payable annually, and, tOGether with the comraon stock 

issue of $50,000, to be i~ consider~tion of the assets to be trans­

ferred to applicant, the record, in a report on the oost of properties 

to be acquired b)' a,plicant) int.roc.uced at the hearing· as Exl?-ibit 

No. 12 by a Co~~ission staff witness, together with information 

,. 
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show on ap'f)licant's pro forma balance ,sheet, Exhibit No .. 2, filed 

at the hearing, shows that this is reasonable, and the order herein 

will provid~ for the granting of such request. 

The: record shows that a.pplicant is financially able to 

undertake the proposed o~eration of the water system and that Palm 

Desert Corporution is financially capable of and willing and intends 

to render such financial aid to applicant as is later found to be 

necessary to operate said w~ter system; such financial aid, the 

record S~1.0Ws, will be in the ~orr:l. of cash advances and the issuance, 

by applic3nt, of notes or other forms of indebtedness for such 

advances. 

The Co~ission has considered the request for a certificate 

of '!'ublic convenience and necessity to serve the area described 

herein and is of the opinion that it should be granted subject to 

the following provision of la'..r: 

Th3t the Commizsion sl'l~ll have no 'OO\'ler to authoriz~ 
the capitalization of this certi£ic~te of public 
convenience 3l'ld necessity or the risht to own, 
o?erate, or enjoy such certificate of public conven­
ience and necessity' in excess of the amount (axclusi ve 
of any tax or annu~l c~~rge) actually paid to the 
State as the consideration for the issuance of such 
certificate of ?~olic convenience and necessity or 
right. 

The action taken herein shall not be construed to be a 

finding of the value of the property herein described. 

The ~bove-entitled ~pplication as amended having been 

considered, a 'Oublic heo.ring having been held, the ~tter having 

been sub~itted, and now being ready for deciSion, 

IT IS HE~\EBY FOuND AS A FACT that ?ublic convenience and 

necessity will require the operation of a public utility water 
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system by Palm Desert ;'iater Company in the area delineated on the 

:ap filad at the hectring as Exhibit No. $; therefore, 

IT IS nzaZBY C?~~RED that a certificate o~ public con­

venience and necessity be and it is granted to Palm Desert \'Iater 

Company to oper~te a public utility w~tcr system for the production, 

distribution, and sala of water \\~thin the territory hereinbefore 

described. 

IT IS HERSBY FURTHER O:WE:RED that applicant is authorized 

to file in Quadruplicate \'/ith this COl':l:.'lission after the ef'!"ecti ve 

date of this order, in conformi t'j' with the Com!'l~ission' s General 

Order No. 96, a s'chedul,e of rates sho~ in Exhibit A attached hereto, 

anci, on not less than one (1) d~yrs notice to the Co~nission and the 

public, to make said rates effective for ,service rendered on and 

art,er June 1, ,1951. 

IT IS HEREBY FURTHER ORD~RED as follows: 

(1) That D.pr<:"icant shcll file, vlithil'l. forty (40) days 

aftar the effective date of this ord~r, four co?ies of a compre­

hensive map, d.rawn to o.n inciic:).ted sc:.-",le of not less than 600 feet 

to the inch, d.elineating by appropriate markings the various tracts 

of land and territory served, anci the loc~tions of various properties 

of applicant. 

(2) 7h~t applicant shall file, coincident with the rate 

filing ordered herein, four copies of rules and regulations, and 

tariff service arca map acceptable to this Commission and in 

accord~ce with the require~ents of General Order No. 96. 

IT IS HEREBY FURJ:'HER ORDZRED that Palm Desert ~1ater Compa.ny 

be and it is hereby ,!'J,uthorized to issue com.'1lon ~tock in the altoount 

of ~50,OOO, and to issue a note of ~90,703.02, after the effective 

date hereof and on or before Septe:nber 30, 1951, for the purposes 
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ID:,IBIT A 
p.g.~e 1 of 1 

Schedule ~<Jo. 1 

GEN.ERAL METERED SERVICE 

APPLICABILITY 

Applicable to all ~ter service rendered on a metered b~~i!. 

TERRITORY 

Throu~hout the entire service area comprising approximately 
1,500 acres located at, and on both sides of, the intersection of Pine~ 
to Palms Highway (State Highway No. 7~) and the Palm Spring$, to Indio 
Hl~hway (State HiRh~~y No. 111) about 12 miles south of Palm Springs, 
in un1ncorpor~ted territory in Riverside COIJ,nty, California. 

Quantity Char~e: 

First 600 cu.!t. or less •••••••••••••••.•••••• 
Next 400 cu.ft. ,per 100 ouSt ••.•.•....•.••.• 
Next 4,000 cuSt.,. per 100 cu.ft~ ••••••••••••••• 
Next 5,000 cu.ft., per 100 cu.ft ••••••••.••••.•• 
Next 10,000 cu.ft., per 100 cu.ft ••••••.••••••••• 
~ext 30,000 cu.ft.) per 100 cu.ft •••••••••••••••• 
Over 50,000 cu.ft." per 100 cuSt •••••••••.•••••. 

Minimum Charge: 

Fer Meter 
~ Month 

$1.50 
.22~ 
.15 
.'12~ 
.10 
.08 
.05 

For 5/s x 3/4-inch meter ••••••••••••••••••••••••• ~ 1.50 
For l-ineh meter......................... 2.00 
For l~-ineh meter •••••...••.. ~............ 4.00 
For 2-inch meter •..•.....••.•.•.••.•.•. _. 6.00 
For 3-inch meter ..•.••.•... _ ..••.••..•..• 12.00 
For 4-1nch meter ••••.••.••.•••.•••.•••••• 20.00 

The rUnimwu Charp;c will entitle the consumer 
to the quantity of W3ter which that monthly 
minimum ch~rRe will purchase at the l~u.qn.t1ty 
Rates. 



as indicated in this application as amended, and to acquire certain 

~~tcr system assets as set forth therein, the Commission being of the 

opinion that the money, property, or labor to be procured or paid for 

by the issuance of said stock and the issuance of said note is 

reasonably required by applicar.t for the purposes herein stated, and 

that such purposes arc not, in whole or in part,reasonably chargeable 

to operating expenses or to income. 

IT IS HEREBY FURTHER ORDERED that Palm Desert ~Jater Company 

shall file with the Commission a report as r~quired by the 

Commission's General Order No. 24-A, Which order in so far as appli­

cable is made a part of this order. 

/ 

IT IS HEREBY FURTHER ORDEREDas follows: 

1. That the authority herein granted will be void if 
not exercised on or before September 30, 1951. 

2. That the authority herein ~ranted will become effcc­
ti ve 'Ilhen Palm Desert ':later Company has paid the fee 
prescribed by Section 57 of the Public Utilitieo Act, 
which fee is $91. 

v' <'.(.r,'~=-~.,~~.:~ .. I. ~.~ 
I..s:..~ day . Dated at San FranCiSCO, California, this 

of __ mJi.J. ... n<..;,;7:;;c;.I'(~dI.ollJ~C _____ , 1951. 

I 
PUBUC unLlTIES COl'ttMtSSION 

STATE OF CAUFORNIA ---

Commissioners. 


