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BEFOPZ THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of

RANCHO RAMON WATER COMPANY, - : ,
California coxpoxation, for :mthor:.- Application No. 41718
zation to increase its xrates charged Amerded

for watcr serv:(.cc.

John Moore Robinson, secretary, and Charles W. Dxake,
consultans, for appl:.ca.m:.

William E. Verpon, for Painted Hills Ranchos;
Hazel A. King, for Valley View Ranchos;
Harold J. Arnect, for Thou.,and Palnms Property
Ownexs ASSoc1iatiu W. D. Newberrv, for North
Palm Springs Chamber oE Commerce, and Jobn Adams,
in propria persona; protestants.

Martin J. Portex, attormey, and Donald B. Steger,
engineer, tor the Conm:.ssz.on steft.

OCPINION.

Rancho Ramon Water Company, a corporation, by tke above-

i ent:.tlcd application filed December 2, 1959 seeks authority to
increase its rates for water sexvice in its several operating
systens in unincorporated terxitory in Riverside Coumty in Coachella
Velley i1in the vicinity of Indio, Palm Springs, Caxnet Gardens,
Cathedral City and Desert Bot Springs, and in wnincorporated terri-
toxy of San Bernaxdino County in Paradise Valley in the vicinity of
Joshua Txee along 29 Palms Highway. ‘ -

The proposed incrcasc‘ Tepresents a stré.ight across~the-
board increase of 100 percent, and for the year 1959 estimated would
produce additionzl revemues of approximately $59,000'..

On January 25, 1960, the zpplicent filed its First Amend-
ment requesting the Commission to issue 1ts ex parte order granting




the application and autborizing the applicant to immediately place

into effect, on an interim basis, the rates as‘fréquésted'in the
oxriginal applicat:‘.ob.. Sald xequest was based on the allegation that
the applicant's latest financial‘ statements showed ;hc‘ex:i.'stence “of '
cmergency f£imancial condicions |

on February 18, 1960 the applicant presented additional
evidence to the Comrission by the f£iling of its Second Amendment to
the application 'purportihg to show the need for immediate interim
relief as requested in the First Amendment. |

Public hearingswere held before Examiner Stewart C. Warner
on April 20 and 21, 1960, at Indio. About 100 customers attended
the hearings and several protested on behalf of groups of others.
Petitions containing a total of 168 signatures fxom customexrs in the
North Palm Springs, Rancho Ramon, and Palm Springs Qasis areas pro-
testing the application were Sumr..ed. in addn.tion, about 40
letters were received from customers in Section 20 in Paradise
Valley; Section 8 in Desert Hot Springs; Shangri;,\.a-'zhous_apd\ Palms;
No::_i:h Palm Springs; and Vélley View Ranchos aréaé complaining of
sexvice conditions and protesting the application. Aﬁ said hearings
the First and Second Amendments were cubmitted for decisiom, 2ad the
mattér of the original application was continued to a d‘avt‘e’ to be
set. 'l'he applicant has completed its case In chief ard résts on
evioence adduced at the hezrings aad a prima "'ac:.e show:mg through
its originzi. application, and its Amendmeuta thereto.

General Inforration

Tne applzcant was granted cert:.f:x.catc., of public conven~-
ience and necessity o ﬁ:.mzsh watex sexvice in some 25 separa.te

operating systems in un.mcorporated texxitory of Riverside and
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San Bernardino Counties by the following decisions: Decision
No. 48421, dated March 30, 1953, in Application No. 34028§ Decision
No. 52479, dated Jamuary 16, 1956, in Application No. 37452; and
Decisions Nos. 52621, dated Februaxy 14 1956, 53451, dated Jaly 16,
1956, and 55274, dated July 15, 1957 in Applicatior No. 37382
Avended. Each of the areas is desert land and sParsely populated.
Some of the axeas were formerly served by‘mutuul'water companieu
which applicant acqu*red and in which the record shows the applicant
has greatly improved water service despite the pooxr condition of
water syétemg'instailed by predecessor owmers and despite problems
arising from hot watexr wells and excessive fluoride conténtfof wells
in the B-Bar H Ranch arca near Desert Hot Sp:ihgs.

As of April 1, 1960; applicant was fuxnishinéywacer'

sexvice to 1,079 gemeral me:e:ed’sérvice domestic customers.

Rates

Applicant's present rates were authorized by Decisions
Nos. 55111, dated Jube 11,‘1957, in Application No. 38833, and 55909,
dated Decembexr 10, 1957, in Application No. 37389 Amendéd. The
.following tabulation compares applicant's present rates for general

metered service with those provposed herein.

General Metered Service Rates

l Per lFeter Per Montn
Quantity Rates: ~ Present - Proposed

First 1,000 cu. £t. or 1eSS .ececce-.. veee $3.50 - $7.00
Next 3,000 cu. £t., per 100 ¢u. £%. wowee 2275 55
Next 5,000 cu. ft., per 100 cu. ££. ..... 22 b
Over 9,000 cu. ft., pex 100 cu. £t. ..... 15 .30
Corresponding inereases in minimum charges for various
sized meters are proposed, the most common being for 5/8 by 3/4-inch
meter from $3.50 to $7.00, and for a 3/4~inch meter from $4.50 o

$9.00. Many customers ore seasonal or weekend users and the record

~3-
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shows that the applicant receives numerors reqﬁests. for the turning
off and turning on of service, and frequent requests for removal and
reinstallation of meters; the estimated cost thereof to the applicant
iz about $15.00 per rcquest duec to the long dista:ﬁces between sexrvice
areas. No request is contained in the instant applicéti'qn for
authorization of a charge for such services, wh_:'.ch are now remdered
without charge. Nor is ai;thorization' sought to increésc‘ the presently
authorized charge of $2.50 for restoring service after disconnection
due to nompayment of bills. All services are metered.

Basis for Emerzency ianterim Rate Relief

Two of ap_plicant's witnesses, its consultants, relied on
data shown in Exhibits "A" through "D" of the First Amendment, and
"AM and "B" of the Second Amendment, to Support the allegation of an
emexgency financial condition of such diré_ natuxe that emergency
xate relief in the smount sought by the oxiginal application was
justified. Their testimony purported to show that applicant's pro-
jected cash requ:.:ements for the year 1960 would exceéd césh on hand ‘;

as of Jamaary 1, 1960, plue cash collections through Decen:ber, 1960,
by approximately $58 000 as shown in Exhibit "A" of the Second Amend-
ment. The recoxd shows that the appl:.cant has not pa...d the second
half of ites 1957-58 ad valorem taxes to Riverside County amouating
to $4,477, its 1958-39 taxes of $9,991, and its 1959-60 taxes of
$15,320. Howevexr, the applicant bas sold a weli No. 17 in };he'

Palm Springs - Cathedral City aréa to the State of Cal_‘;r_..fomia in
satisfaction of the 1957-58 taxes, and a well No. 14 im the same
a:;.'ea in satisfaction of the 1958-59 taxes. Neither of said ‘wellls
was being used by the applicant at the tize of its sale. Both of
said wells may be reclaimed within five years by the applic‘ant;‘upon“
the paymeat of taxes due. | o

 The record shows that the applicant’s water .,yst:em ex-

panded through adva:nces for comstruction by over $200,000 during the

-l
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year 1958, and by nearly $200,000 during the year 1959, and that the

applicant additionally expended approximately $260,000 on improve-
ments to its water system in the year 1958. Total deprecieted
fixed assets as of December 31, 1959, azounted to $1,610,923.30-
atter deducting'the recerded‘depreciation reserve of‘$116,792.78.
Applicant's £inancial statement for the yeax 1959,
Exhibit "B"” of the Second Aﬁendment, showed total eperating‘revenues
- of $73,049.88, totzl operating expense of $119,471.23 including
depreciation expense'ef'$37;018,20, and net operating loss of
$46,421.40. S
Exhibit No. 6 is a prelimimary financiol report om the |
applzcane submitted by a Commission stahh accountant witness. Said
exhibit shows that statements of applxcane s results of operations
attached to tke application and its amendment bave not been audited
by independent puolmc accountants and are unvers fxed' that a_though
current liabilities as of February 29 1960 greae-y exceeded current.
assets, the principal credltors were associated comnan*cs; that sgid
liabilities largely represented interinm financing whick, in ¢he normal
course of business, could be expected to be replaced by equity
financing or to be funded by lomg-term debt; that applicaat’s
monthly bank balances for the period Januafy 1, 1959 o February 29,
1960-varied from §1,637.¢3 on FeBruary 28, 1959 to~¢29 879.4o on
“uly 31, 19539; <that no excessive demands on cash from trede ‘accounts
‘payab;c Have been made; and that an amount of $4, 085 2 wes owmng to
the applicant Zrom its parent company, La Mirada Water Company, as of
Feo*uary 29, 1960, which could be demanded if required.
Exhibit No. 6 shows that applicant’s operating'lesses for
e years 1958 and 1959 and for the period January 1 *, ~96O to

February 29, 1960 reflect substantial depreczatzon, ad vaﬁorem taxes,
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and insurance costs; that appiicaat’s net operating cash flow as
‘rodified for the year 1959 was $7,997, and for the period January 1,
1960 to February 29, 1960 was $2,343; and that despite operating losses
during these periodé, the applicant was. able to generatc' cash from its
operations.

Table F of Exhibit No., 6 shows thac'thelapplicant's.monthly
cash recelpts for the period January 1, 1959 to February 29, 1960 were
chiefly from comstruction activities and that the applicant's activity
is largely developmental rather than oPeracional. |

Findings and Conclusions with Respeet to First and Second Amendments

Although the Rancho Ramen Water Company has 2lleged emer-

gency financial conditions, it is found as 2 fact and concluded that

the recoxd herein.wiil‘not support a finding that such cmergency

conditions exist.

It is obvious tkat the projected cash requirements fox the
year 1960, Exhibit "A" of the Second'Amendment, are icaccurate, un-
:eliable; and unrealistic. For example, they do_not anticipate any
ingrease.in gross operating revenues for the year 1960, whereas the
recofd sbows that the applicant bas recently recelved some 44 new
~ applications for sexrvice, and is imstalling a substantial water
system in Palan Springs Panorama, a $75 miilion develbpment in the
Rancho Ramon - Cathedral City area; they include a payroll adjust-

- ment for additional employees of $15,598 not expléinéd iﬁ the recoxrd;
and they include $5,000 of Regulatory Commiséion‘expense whiéh is
unsgpported in the recorxrd as to its reasonableness. |

| It is found as 2 fact and'concluded that the public interest
requires that the First and Second Amendments to the applxcation
requesting interim relief be denied.
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Findings and Conclusions with
Respect to Original Application

In the First Amendment, £iled January 25, 1960, the appli-
cant alleged that an inventory and bistorical cost valuationm, inelud-
ing a depreciation reserve requirement study, would be necessary
before it could produce a full and complete showing at the permanent
rate setting hearing. Applicant further alleged that such inventory

and historical cost valuation could mot be completed before June 1,

1960, and that a f£inal complete summary of operations repoxrt ¢ould

not be completed before August 1, 1960.

As noted hereinbefore, however, the applicant has completed
its showing on not only the First and Second Amendments but aiso on
the original anplication itself. Cross-examanatlon of the testinony
and evidence om the otigznal applzcation bas been conducted Such
cross—examination reveals that the applicant's estimates of earnings
for the test year 1959 are unreliable and unrealistic. For example,
such estimates are based on a method of simply doubling applicant's
recorded expenses for the £irst six months of 1959 without analysis
or normalization, and these estimates, as in the eases of projected
cash requirements and the estimate of Regulatory‘Commlssion expense,
are unsupported in the record as to their accuracy, relzabxl iy, and
their reasonableness. Further, the applicant submitted an estzmated
depreciated rate base for the test year 1959 of $713 000.’ Such‘rate
base does not take into account an offer of a st;pulatxon by aoplx-
cant's secretary at the hearing on April 11, 1956 on Application
No. 37389 (Tr.pp.327 and 328) that then and in the future, notwith-
standing the cost paid for the facilities acquired under said appli-
cation, if any such facilities or stocks or obligations of the
applicant were acquired at less than the cost tbereofgon the books
of the applicant, that for rate makingfandearni#g burposes, such

latter acquisition costs should prevail and shouﬁd'be=used_so1e1f and

7=
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only for the determination of earnmings and for rate'making,purposes.'
It is further fourd as a fact and concluded, therefbre,

that the public interest requires that the ‘original application also
be denied.

Application as above entitled, as amended, having been
filed, public hearings having been held, the matters of the First
and Second Amendments seeking emergency interim rate relief having
been submitted and now being ready for decision, the matter of the
original application having been continued to a date to be set, but
now having been further comsidered,

IT IS HSREBY ORDERED that the First and Second Amendments
to the original application of Ramcho Ramon Water Company, a ¢orpora-
tion, which said Amendments request authority to immediately pl#ce
into effect, on‘an'interim.basis, the rates'requested_iniﬁs said
original appliéation as indicated in Exhibits E-1 and E-2 attached
thereto be, and they are, den;ed.

IT IS FURTHER ORDERED that . the ormg:nal application of
Rancho Ramon Water Company, a c¢orporatiom, for authority to increase
its rates fox water service be, and it is, denied.

The effective date of thls order shall’ be twenty days
aftexr the date hexeof.

| ved at ____gp Prancisco , California, this /K775
day of KA —
7
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