seciston 3o, 32505 ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of Harold J. Hicks,

doing dbusiness as Palm Valley Water

Company, for a certificate of public .

convenience and necessity to conduct dpplication No. 37856
business as a water corporation in

the vicinity of Cathedral City,

Riverside County, Californiez.

Gordon, Knapp & Gill, by Wyman C. Knapp, for Pelm
Valley Water Company.
John Moore Robinson, for Rancho Ramon Water
Company; Rrichardson & Henderson, by
Jerome L. Henderson; interested parties.
Theodore Stein, Xichard Entwistle and Charles
Drake, for the Commission staff.

QPINION

Applicant, Harold J. Hicks, is an individual who

proposes to operate a water corporation as that term is defined in
Section 241 of the Public Utilities Code in 2 territory located
generally northeast of Cathedral City in Riverside County;
California. The’legal description of the territory proposed to be
served is as follows:

All of Sections 1 and 2, the East 1/2 of
Section 3, and all that portion of Section 12
north of the Whitewater River Flood Control
Chennel right of way, except the N# of the
NW& of said Seetion iz, all in Township 5
South, Range 5 East, SBB&M, Records of
Riverside County, California.

A public hearing was held before Examiner Grant E.
Syphers in Palm Springs on October 3 and 11, 1956. On these dates
evidence was adduced and on the last named date the matter was

submitted. It is now ready for decision.
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The testimony discloses that the territory proposed to

be served presently has no public utility service nor is in the area

of any public utility water company. There are various developnents
)

and proposed developments in the area and the applicant initially
proposes to furnish service to three of them: the Desert Braemar,
the Desert Sun Ranch Estates, or Winan's subdivision, and the
Tierra Del Sol subdivision.

The Desert Braemar, located in the northwest section of
the ared, now is in the process of development in that there are
under construction 100 own-your-own apartments. These apartments
are being constructed at a cost of $1,555,000 according to the
general contractor and will be completed about Christmas time of
1956. A second unit of 100 apartments will be commenced in about
June of 1957. Exhibit No. 3 is a map showing the location of the
Deserr Broemar. There s o well on the property which‘well is
approxinacely 320 feet in depth and is fitted with a Li-inch casing
and a 1l5-hp electric pump. Exhibit No. 1l is 2 water supply permit
issued for this well by the Statc Board of Public Health, dated
July 31, 1956. The applicant proposes to install a 50-hp pump and
two 10-hp booster pumps which will provide a capacity of approxi-
nately 400 gallons per minute. In addition to this well there is
a reservoir site located to the west of the Braemar Estates at a
distance of approximately 1,750 fect. The applicant will acquire
this reservoir site. Likewise there is a second possible well
which may be used. This well is located about 2;&00 feet to the
east of the Bracmar Estates on property now owned by one |
M. N. Herbert. The applicant estimates that the 100 apartments
now being constructed will require approximately 150 gallons per

mninute.
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The Desert Sun Ranch Estates, or the Winan's property,
is located in the southeasterly portion of the proposed service
arec and has a potential of 50 lots. A4t the present time there
are nine residents in this tract. Therc is a well located on the
Winants property which is approxdmately 192 feet in depth and
fitted with 2 10-inch casing. Exhibit No. 12 is 2 water supply
permit for this well issued by the State Board of Health on
July 31, 1956. This well has o capacity of approximately
500 gallons per minute using o 30-hp motor on & Peerless pump.

In addition the applicant has made arrangements for a tie-in with
the Thunderbird Water Company. The pipe for this tie~in has been
installed and consists of about 150 feet of L-inch line and

approximately 280 feet of b-inch line. This tie-in is copable of

prodw ing cbout L50 gallons per minute. The applicant cstimted

the potential needs for the Winan's property to be 125 gallons

per minute. Exhibit No. 4 is a map of this arca.

The third arca is known as the Tierra Del Sol and is
shown on the mep which is Exhibit No. 5. Applicant now proposes
to drill a well on this property and to effectuate this the
Tierra Del Sol subdivider has advanced the sum of $18,665. This
well will be opproximately 500 feet in depth and with the
installation of a 25~-hp pump will produce spproximetely 500 gallons
per minute., Exhibit No. 13 is a water suply permit issued for
this well by the State Board of Public Health, on July 12, 1956.
At the present time there are 31 potenticl customers in this tract.

The applicant proposes to install three fire hydrants
at Tierra Del Sol and some on the Winan and Braemar propertics
although the exact number has not been determined. It is his
intention to have the subdivider pay for these fire hydrants and

the company will not make any refunds therefor.

-3~
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For the bulk of the equipment'which applicant will
acquire in connection with these three tracts he has entered into
agreements with the various parties involved under the terms of
which.the cost of certain facilities will be advanced to the water
company under refund contracts. By théese arrangements the applicant
wi}l refund 22 percent of the amount received from cach consumer
for the repayment of these advances. These amounts will be
refunded watil the advances are repaild or until 20 years have
passed.

Exhibit No. 16 is a copy of the agrcement between
applicant and the Desert Braemar properties and the adjoining
property kaown as Desert Country Club Estates. Under the tems
of this agrcement the applicant will receive certain property
inecluding the well and its equipment;-a 20,000-gallon stcel tonk,

a reservoir site and variocus other equipment and ecasements in

connection therewith. In addition to this initial property, for

which the applicant will pay $3,500 in cash and other consideration,
the Braemar subdividers also agree to advance the‘initial cost for
the new pipclines which will be installed. It is estimated that
approximately 1,750 feet of 8-inch pipe will be insiallcd at & cost
of $2.40 per foot. These costs will be advanced by the subdivider
and be subjeet to the 22 percent refund agrecment previously
mentioned.

Exhibit No. 17 is a similar agreement covering the
Winan's property and Exhibit No. 18 one covering the Ticrra Del
Sol property. It should be noted that in addition to the advances
and contributions the applicant proposes to invest initially the
followirg sums of money: Braemar, $ll;h32; Winan, $1,255; and .
Tierra Del Sol, $1,360. These investments will be to provide the

fenecing, pumping equipment, meters, reservoirs and other items

lpm
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which are deemed necessary %o the development of the water systen.

Furthermore, during the year 1956 applicant proposes to invest

a total of $24,000.0f his own money in the development of these
projects. The total amount of advances and contributions and the
monies invested by applicant during 1956 is estimated to be
$74,166. In other words, the immediate investment of the applicant
as compared to the total cost for 1956 will be slightly in excess
of 32 percent.

It was the testimony of applicant that he is willing
and able to invest additional funds should it be necessary to do
0, and in this comnection Exhibit No. 8 was received in evidence,
setving out the bolance sheet and net worth of applicant as of
December 27, 1955.

An anélysis of this testimony leads us t¢ Lfind that
applicant is finoncially able to conduct the proposed operations.

The raves proposed to be charged are set out in the
application and also in Exhibit No. 6. This exhibit additiomally
carries the rates of other water companies in the area and discloses
that the proposed rates are comparable therewith. Considerable
testimony was presented by various residents and property owners
in the area, all of whom supported the application and gestified
that the proposed rates were satisfactory.

Opposition to the application was expressed by &
representative of the Palm Valley Mutual Water Company which
conducts operations in the area, this opposition being based
upon the apprencnsion that if applicant is granted a certificate
covering the territory now covered by the mutual water company,
it may preclude the mutual water company from later converting
its operations into a public utility. In connection with this

testiﬁony it should bBe noted that not all of the owners of the
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mutual are opposed to the application. One property owner in the
nutual territory who owns 36 percent of its stock, testified
that a public utility was preferable to the present arrangement,
Testimony was presented by an engineer of the Public
Utilities Commission staff relative to each of the threc sub-
divisions to which service now is proposed. In relation to the
Braemar pfoperties, this witness testificd that in his opinion
the fire protcection was inadequate and accordingly he recommended
that a storage capacity of 120,000 gallons be provided. However,
the witness, upon cross-examination, stated that he was not aware

that the development of the 100 units in the Braemar property would

bave alarge swimming pool. He conceded that this storage capabity

could be used for fire protection. This witness was further of
the opinien that the proposcd water supply to the Winan's property
was adequate, but he recommended that a sccoad well be imstalled
in the Tierra Dol Sol properties. He further indicated that the
physical system in the Winan*s property had some ¢bjectionable
features.
Ldditional testimony developed that the system in the
Vinan's property now is in place and is one which is being taken
over by the applicant who testificd that he will make such
inprovements as become necessary. Ls to the Tierra Del Sol properry;
it was pointed out that there is a potential of 31 customers in the
subdivision., To drill another well would cost between five and
six thousand dollars, and it was testified that this would e an
impractical expenditure in the light of the few customers involved.
At the conclusion of the testimony a representative
of the Hydraulic Section of the Public Utilities Commission moved
10 dismiss the application on the grourds (1) that there had been

no showing that the proposed rates were reasonable, (2) that the
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financing of the system is improper, and (3) that the proposed
system is of an improper design.

This motion will be denied. It is apparent from the
record that the only part of the system which could be subjeet to
the charge of improper design is that in the Winan's property, and
this system now is installed. The applicant is teking over an
existing system which presently has only nine customers.

As to the allegation of improper financing, the record
discloses that the applicoant is an individual who is well. qualified
to finance the system. Repeatedly on this record he cxpressed d
willingness so to do, and during the year 1957 he proposes to
invest approximately $24,000 over and above the advances and contri-
butions. It is apparent that this applicant is personally liable
for this system and we find that he is finencially quelificd to

finance its operations. It should be noted that a representative of

the Utilitics Finance and Accounts Division of this Commission

stated on the record that the proposed financing was not objection-
able.

As to the contention that applicamt has not established
that the proposed rates are reasonable, we point out that the
proposed rates are comparable to those of existing utilities in the
area, and secondly that the custoaers are willing to pay these
rates as demonstrated by the testimony in this record. Obviously,
if further oxperdience discloses that some changes in these rates are
necessary, this Commission will have jurisdiction to make the
changes. However, this is an application proceeding, not a rate
case, and in the initial instance we believe it proper to permit
the applicant to establish rates which are not objectionable to

any of the users and which are coaparable to rates of existing

utilities in the area.
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Indeed it appears to be the intention of the Public
Utilities Code to require that the question of public comvenience
and necessity be determined prior to any detailed ingquiry into the
operating practices, rates, rules and regulations, and othr
similar matters of a utility (Section 1001 P.U.C.). The Commission
is ¢of the opinion that under the circumstances in this c¢case the
rates proposed are prima facic just and reasonable.

A consideration of all of this record leads us to the
conclusion and we now find that the proposed operations are justified
by the present and future public convenience and necessity as
demonstrated on this record. The application will be granted,
with the exception that the territory of the Palm Valley Mutual
Water Company will be excluded from the service area, subject %o
the conditions herecafter set out. In addition, the applicant will
be expected %o provide and maintain adequate standby water facilities
in the Tierra Del Sol area.

This certificate is subject to the following provision
of law:

The Commission shall have no power to authorize

the capitalization of this certificate of

public convenience and nccessity or the right

to own, operate, or enjoy such certificate of

public convenience and necessity in excess of

the amount (exclusive of any tax or annual

charge) actually paid to the State as the con~

sideration for the iscuance of such cervificate

of public convenience and necessity or right.

The action taken hercin shall not be construcd to be a
finding of the value of the property herein concerned.

The applicant herein also has requested that this

Commission approve the three agrecments hercinabove discussed and

received in evidence as Exhibits Nos. 16, 17 and:18. In the light

of the evidence in this matter, these agreements will be approved.

The agreement covering the Tierra Del Sol property contemplates

—8o
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an advance by the subdivider of 518,665 for the costs of certain
installations of pipg and the drilling of a2 well. The money is

to be refunded at the rate of $500 per acre to a maxigum of $5,000.
In addition, this agreement, as well as the other two, are subject
to the refund arrangement hereinbefore described. The applicant
will be permitted to file rules and regulations providing for all

of these refund arrangements. In view of the completion date of

the development in the Braemar area, this order will become effective

ten days after the date hereof.

spplication mving been filed, public hearing having been

held thereon, and the Commission having made the foregoing findings,
and based upon such findings,
IT IS ORDERED:
1. That Harold J. Hicks, an individual doing business 2s
Paln Valley Water Company, be, énd he hereby is, granted & certifi-
cate of public convenience and necessity to construct and operate
2 public utility water systgm in the following described area:

Ll of Section 1, all of Section 2 except as
heroinafter noted, the E¥ of Section 3, ond all
that portion of Section 12 north of the
Whitewater River Flood Control Channel right

of way, except the N4 of the NWE of said
Section 12, all in Township 5 South, Range 5
Bast, SBB&M, Records of Riverside County,
California.

The following territory is specifically excludcd from
the above~described area:

Commeneing at the S/W cormer of Section 2,
thence easterly 1,320 feet, more or less,
northerly 1,155 foet, more or less, thence
casterly 1,061.83 feet, thence southerly
11.5 feet, thence ecasterly to the Whitewater
River Flood Control right of way, 2 distance
of approximately 260.97 feet, thence
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northerly 165 feet, thence westerly 2,0642.80 feet,
more or less, thence southerly 1,320 feet, more
or less, along the boundary of Section 2 and
Section 3 to the point of beginning, this area
being the present service arca of the Palm Valley
Mutual Water Company.

This ceortificate is subject to the folleowing condition:
That applicant shall install and place in
operation reservoir or storage capacity of

not less than 120,000 gallons for its Desert
Braemar areca, within sixty days after the
offective date hereof, amd shall notify the
Commission within ten days after such facili-
ties are placed in operation.

2. That applicant be and he is authorized to file the rates
set forth in Appendix A attached to the order, effective on or before
the date service is first rendered to the public, together with
the-rules and tariff service area map acceptable to this Commission
and in accordance with the requirements of General Order No. 96
and in accordance with the authorization herein. Such rates, rules
and tariff service area map shall become effective on or after the
effeective date of this order on five days' notice to the Commission

and?’to the public after filing as hereinabove provided.

3. That applicant shall file within sixty days after the
systex is placed in operation as herein authorized, four copies
of 2 comprchensive nmap, drawn to an indicated scale not smaller
than 600 feet to the inch, delineating by appropriatec markings
the various tracts of land and territory served, the prineipal water
production,storage and distribution faecilities, and the location

of various propertics of applicant.

L. That apblicanx shall base the accruvals to depreciation

upon spreading the original cost of plant, less estimated net
salvage azd dopreciation reserve, over the estimated remaining life
of the property; applicant shall revise the accruals when major
changes in plant composition oceur and for each plant account at.
intervals of not more than five yoars. Results of these reviews

shall be submitted to this Commission.
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5.2. That applicant is authorized to enter inte the three

agreements submitted in this proceeding as Exhibits 16, 17 and 18.
b. That applicant shall file with this Commissicn within

thirty days after the effective date of this order two certified
copics of cach of said three agreements as executed, togother
with the statements of the datc on which each agreement was deemed
To have become effeetive.

6. That the authority herein granted shall expire if not
exercised within one year from the date hercof.

The effcctive date of this order shell be ten days after

the date hercof.

Dated at San Francisco , California, 'thisQZ///‘day
of Q////M/M/ ) 195/,.

.
e

Commissioners

Rex Hardy
CommiszionorS €. Iyn Fox » boiag
pocosnarily absomt, Q44 not Particinate
iz the dispositicn of this Procooding.,
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Schodule No. 1
GENERAL METERED SERVICE

APPLICABILITY

Applicable to all motered water sorvico.

TERRITORY

The waincorporated arca approxinatoly one mile nerthoast of Cathodral
City, Rivorside County.

RATES
Por Moter

Rox Month
Quantity Rates:

Firat 500 cUefbe OF 1055 seeverevennnnvsnnnnnes B 2.00
Noxt 1,000 cuefte, POr 100 CUufleceeocevennnnnns .30
Noxt 3,500 cu.ft., por 100 CU f¥ecccnccnnsneanen -20
Noxt 10,000 cu.fte, POr 100 CUufbrucnrenvenronnn. 15
Noxt 10,000 cu.ft., POr 100 CUefbusencoronnnonens 125
Ovor 25,000 cuefte, POr 100 CUefeeerccocoacnonas .10

Mintmum Chargos:

FOI' 5/83‘3/4-111011 motor S4sccssonssasvaberenscsanae :5" 2.00
FO!‘ l""inCh motor LA AR AR R RN EY R R Y LN TY N ROy Aoso
For 1-1/2=5060 MOLOT veereverensncoonennnsnnnn 8.00
FOI‘ 2—1220)1 motor #tensassssrrnssrnvesncnenn 15.00
FOI‘ B-inCh mo‘bo:‘ #0sssuncvsssrvsnesssrraas 30-00
For 4rinCh MOTOX veveccecscvescansonansons 50.C0

The Minimum Chargo will ontitlo tho custemor
to the quantity of watcr which +hat minfmum
Coarge will purchaso at the Quantity Retes.




A, 37856 ET

APPENDIX A
Poge 2 of 3

Sckedulo No. 4
PRIVAEQ FIRE PROTECTION SERVICE

APFLICABILITY

Applicablo to all wator sorvico for privatoly owned fire protoction
systenms.

TERRITORY

Tho unineorporatod arca approxinatoly ono milo morthoast of Cathodrel
City, Rivorside County.

RATES
Por Hydrant

: —2ox Month
For ocach privato fire hydrant commoctod to:

&minz inChOS indidmo'to.'t LARE AR R XX RER RN I W gy (‘52.00
f‘m 3 inChOS indimtor LAA R R RN TN RN I3 N I e A-OO
AMinL inChOS MdimO‘bor ---.-.nt-&.-a.a.t----ol 6.00

SPECTAL_CONDITIONS

1. Tho firo protoction soxvico comnoction will bo Installod by tho

utility at tho cost of tho applicant. Such cost shall not bo subjoct to
rofund.

2e If a distribution main of ndoquate sizo 0 sorvo & private fizo Pro=
voction systom in additfon to all othor norndl sorvice doos met oxdst inm tho
stroot or clloy adjacont to tho prondses to bo sorved, thom a sorvieo main
Tron the noorest oxdsting main of rdoquato capacity will bo inmstalled by tho

Utility ot tho cost of the mpplicemt. Suck cost shall not bo subject to
rofund.

2o Tho above ratos include tho uso of wotor for fire fighting and for
no othor purposes.  Quanmtitios of wetor delivorod through fire hydrants for
eny othor purpose will be ostimatod or moasured end chargos thorofor will bo

meco ot tho monthly quentity ratos wndor tho Gonerel Moterod Sorvico
schodulos.

4e  Tho utility will supply only such water et such prossuros os ney bo

avelleble from time <o %ime as o rosult of its normal oporation of tho
8yston.
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APFENDIX A
Page 3 of 3

Schedule No. 5
PUELIC FIRE HYDRANT SERVICE

APPL ICABIL ITY

Applicable to fire hydrant service furnished to municipelities, duly

orgonized or incorperated fire districts, or othor politicel sub@ivisions
of 't/ho St&mo

TERRITORY

Tho wnincerporated aroa approximately one milo northoast of Cathodral
City, Rivorsido County.

RUTES

Por Hydrent
~Ror Month

Tor oach £iro hydrant commoctod to:
A modn 2 Inchos 4An ALAMOLOT eeevsvsevonconsennnnn. $2.00

A- min 3 in.ChOS in dimmr LA AR R R AN X XN Y Y N NN aran, 4.00
A' Min 4 inChOS in dimotor SerhsoesaavsssrernErens 6-00

SPECIAL, CONDITTONS

L. Tho above retos includo tho wse of wator for fire fighting and for
RO othor purposes. Quantitios of wator doliverod through firo hydrants for
any othor purpose will bo estimatod or mossured and chargos thorofor will

bo medo ot tho monthly quantity ratos wsdor the CGomoral Motored Sorvico
schodulo.

2. Tho utility will supply only such wator at such prossure as may bo

avellable from time to timo os o rosult of its normal oporation of tho
systom.




