
?I1Il/gf 

Decision No. ___ 6_0_2_6_0 

:SEFor..::: T.BE PO'BLIC TJTn.ITIES COMMISSIO~ OF 'I'HE SIAn: OF CALIFORNIA . 

In the Mat:er of the Application of ~ 
RANCHO RAMONWA:rER COMPANY, a 
Californiaeorporation, for ~tbori- ) 
zation to ~erease its rates Charged 
for water service. . 

) 

Application No. 4l7l8 
Amended 

John Moore Robinson, secretary, and Charles V1. In:ake, 
eonsultan:, for applicant_ 

William E. Vernon" for Painted Rills Rancbos; 
Hau!:iA. K-!.ng, for Valley View Ranchos; 
Harold J. Arnett, for '!housan.d Palms Property 
OWners Association; TN.. D.. N~beny" for ~orth 
Pal'll Springs Cha:nber o:t Commerce; .and John Ad:l:ns, 
in propria persona; protes::ants. 

Martin J _ Porter, attorney" &'ld Donald'S.. Steger, 
engineer, for the Commission staf. 

o P·I N ION -' ..... ,..... - - ----
Rancho Ramon Water Company" a c:.orporation" by the above-

, entitled application filed December 2" 1959" seeks autho:ity to 

increase its rates for water service in its several operating 

systems in unincorporated territOr)· in Riverside County in Coachella 

V.E!lley in tile vicinity of Indio:. Palm Springs" Garnet Ga:r~" 

Cathedral City :.rod Desert Hot Springs, and in u:rd.ncorporated terri

tory of San Bernardino County in Para<!ise Valley in the vic~ty of 

Joshua. !:tee along 29' Palms Highway_ 

The proposed increase represents a st"raight aeross-tbc

board increase of 100 percent, .and for the year 1959 estimated wo-.:tld 

prod~ec additio~ revenues of approximately $59,000. 

On January 25,. 1960~ the ~?plic.ent f~led its First ~

rnent requesting the Commission to- issue 1zs ex parte ~rCler gr.anting 
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the application and. authorizi:n.g the applicant eo immediately place 

into effect, on an interim basis, the :rates as:requested in the 

original application. Said -.request was b38Cd on the allega.tion 1:11at 

the applicant' s·latest financial statements showed the existence of 

exnergeney fin.lncial conditi01lS. 

On February 18, 1960~ the applicant presented additional 

evidence to the Comissi01l by 'the filing of its Second Amendment to 

the application '~~rttng to show the need for immedi~te interic 

relief as requested in the F~st Amendment. 

Public bca:'inszwere held before Exam;ner Stewart C. W.a.rncr 

on April 20 and 21, 1960, at Indio. About 100 customers attended 

the hearings and several protest~ on behalf of groups of others .. 

Pet.itions containing a tot.11 of 168 signatures from custOtllerS in tile 

North Palm Springs, Rancbo Ramon, and. J.>al.m. Springs Oasis areas pro

testing the a,plication were submitted. :tn addition, about 4() 

letters wer~ received fromeustomers in Section 20 in Paradise 

Valley; Section 8 in Desert Hot Springs; Shangri,1...a-Thousand Pa.l.m3; 

North ?alm Springs; and. Valley View Ranchos areas eompltJ.1ning of 

service conditions and protesting the application. At said ,beari:1gs 

the First and, Second Amendments were zubmitted for deeision~ ~d the 

matter 0: the. original applieation was continued to a date t,o· be 

set:. The applicant has completed its cese in' chief and. rests on 

evi<ience adduced· at; the be..:r.ings ~d a priI:l.o. facie shO"dng. ~rough 

its origin:l,. appl1catioll,l1:ld its .A.~<:Ime!u:$ tll~eto. 

General InforxM.tion 

rae ~p1i~t was granted certificatc5 of public eonven

ience and necessity:o fUrniSh water ze--viee in somc,2S separate 

operating systems in unincorporatecl ter.ri'tory of :Riverside ancl 
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San Bernardino Counties by the following decisions: Decision 

No. 48421, dated Marcb 30, 1953, in Application No. 34028; Decision 

No .. 52479, Gated .January 16, 1956, in Application No. 37452; arld 

Decisions Nos. 52621, dated February 14, 1956" 53451, dated July 16, 

1956, and 55274, dsted July 15, 1957;1 in Applieation No. 37389 

Amended. Each of the areas is desert land and sparsely popul~ted. 

Some of. the areas were fo:rmcr1y served by mutu.'ll water companies 
, ,. 
, 

which applicant aeqUir~~d and in which the reco:d shows the applic.l:l.t 

has greatly improved water se~~ce despite the poo: condition,of 

water systems installed by predecessor owners and despite problems 

arising from bot water wells and excessive fluoride content of wells 

in the B-Bar H Ranch area near Desert Rot Springs .. 

As of April 1, 1960, applicant was fw:nishing water 

service to 1,079 general metered service domestic customers. 

Rates 

Applicant's present rates were authorized by Decisions 

Nos. 55111, dated June 11, 1957, in Application No,. 38833,' and 55909, 

dated December 10, 1957, in Application No. 37389 Amended. The 

following tabulation compares applicant's present rates for general 

metered service with those proposed herein. 

General Metered Service R~tes 

Quantity Rates: 

Fi'I's~ 1,000 cu. ft~ or less ~ ............. . 
Next 3,000 cu. ft., per 100 cu. ft •••••• 
Next 5,000 cu. ft., per 100 cu. ft ...... . 
Over 9,000 cu. ft .. , per 100 cu. ft •••••• 

Per 1..:eter Per Month 
Pres~~t Proposed 

$3.50 
.275 
.22 
.15 

$7.00 
.55 
.44 
.30 

Sized meters axe proposed, the t:lOst COflXllOt). being for 5/8 by 3/4-inch 

meter from $3.50 to $-7.00', and for a 314-ixlch meter f'I'om· $4.50 :0 

$9.00. Many customers ~e seasonal or weekend usex'S :md .the record 
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shows that the applicant rec:ei ves nuxnero~.s requests for the turo.i:c.g 

off and turning on of $erviee) and frequent requests for removal and 

reinstallation of meters; the esttmated cost thereof to ehe app11~t 

is about $15.00 per request due to· the long distances between service 

areas. No request is contained in the instant application for 

.au~ziz3tion of a charge for such services, which are now :rendered 

without charge. Nor is authorization sought to increase the presently 

authorized charge of $2.50 for restoring servic~ after disconnection 

Gue to nonpayment of bills. All services are metered. 

Basis for Em~getlcy Interim Rate R.elief 

Two of applicant's witnesses, its consultants, re11ed- on 

data shown in 'Exhibits "An through "D" of the First AmenOment, and 

"An and ":s" of the Second Amendment, to support the allegation of ar. 

emergency financial .co:ldition of such diX'c nature that emergency 

r~te relief in the amount sougbtby the original application was 

justified. '!heir testimony purported to show 'tha.t app11e..;:nt' s pro

j ec ted casb requizements for the yetJ:r 1960 would exceed casb on band 
" 

as of Jat:r.'J.a::y 1, 1960, plus-cash collections through Deeen:ber; 196O, 

by approximately $5S,OOO ~ sbown in Exhibit "A!' oftbe' Seeond Amend

ment. !be record sbows that the applieant; haS not paid the second 

half of its 1957-58 ad valorem taxes to Riverside County ~ting 

to $4,477, i~s 1958-59 taxes of $9,991, and its 1959-60 taxes'of 

$15,329. Howeve:, the applicant ;has sold a well, No. l7 in the 

Palm Sp~1ngs - Cathedral City area to the State of california tn 

s.t:.tisfacti01l of the 1957-58, taxes, 3:ld ell. well No. 14 in the same 

3rca in satisfaction of the 1958-59 taxes. Nei~er of said wells 

W2.8 being used by the applican: o'l1: the time of its sale. ~tb of 

said wells may be reclaimed within five years by the applicant upon 

the payment of taxes due. 

, '!'he record shows that the applicant' s "~ater system.' ex

panded tb:ro'.lgh advances for construc1:ion by over $200,000 during 1:be 
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year 1958, and by nearly $200,000 during the ye.:.Jr 1959, .=.nd that the 

applicant additionally expended Approximately $260,000 on improve

ments to' its water system in the year 1958. 'Iotal depreciated 

fixed assets as of December 31, 1959, amounted to $1,010,923.30 -

after de~ucti~gthc recorded depreciation reserve of $l~6,792.78. 

Ap?licant's fino.ncial statement for the yea:: 1959, 

Exhibit "Bit of the Seco:ld .Amendment, showed total oper.:l~ing revenues 

of $73,049.88, total o,erating expense of $1:!.9,471.28 including 

depreciation expeuseof- $37~018.20, and net operating loss of 

$46,421'.40. 

E::-:hibit No. 6 is a preliminary financia.l report O:l. the 

applicant submitted by a Commission staff accountant witness. Said 

exhibit shows that statements of applicant's res~ts of operations 

attached to the application and its amendment have not been audited 

by independent public accot:.ntants .and are ,'Unverified ; tb.a.tal thO".lgh 

current liabilities as of February 29, 1960 greatly exceeded current, 

assets, toe principal creditors were aSSOCiated companies; tMt s.ncl 

liabilities largely represented interim finanCing which, in the normal 

course of bUSiness, could be expec:ed to be replaced by equity 

financing or to be r..!lleed by long-term debt; that applicant's 

monthly bank ba~ances for the period 3anuary 1, 1959 to Feb~-y 29, 

lS60 varied from $1,637.S3 on Februa...-y 28, 1959 to- $29,,87S.L~S- on 

July 31, 1959; that no excessive dC:latlds on cash from tr~e accounts 

pay"'b~.e have been ~de; and that ~ amount of $4,085.29 was, O¥..n.ng to 

the applicant from its parent company, La. YJirada Water Company, .as of 

Fe:o'.t'T.ta...-y 29, 1960, which could be ec:lU:tl:lded if req'.lired. 
- ! 

Exhibit ~To. G shows tbat ai?plic~t'::; operating losses for 

the years 1953 and 1959 and for the period J.:l:l.ua--y 1" 1960 to 

February 29, 1960 reflect st:bstantial depreci:ltion, ad valorem t3XCS, 
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and in3ur~ce costc; that app1 iCCl'O.t, s net operating cash flow as 

~od!fied 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 periods 7 the applicant: was able to generate' cash frem its 

operations. 

Table F of Exhibit No. 6 shows that' the applicant's monthly 

cash receipts for the period January 1, 1959' to February 29, 1960 were 

chiefly from construction activities and, that the applicant's activity 

is largely developmental rather than operational. 

Findings and Conclusions with Respect to First and Second Amendments 

Alt~ough t=e Raoeho Ramon Water Company has alleged emer

gency financial conditions, it is found as a fact and' concluded that: 

the record herein will not support a finding. tha:t suclJ. emergency 

conditions exist. 

It is obvious that the projected cash requirements for the 

year 1960, Exhibit "'.A!' of the Second Amendment, <lre ~ceurate, un

:eliable, and unrealistic. For example, they do not anticipate any 

increase in gross operating revenues for the yea:r 1960, whereas the 

record shows that the applicant has recently received ,some 44 new 

applications for service, and is ins~ling a substantial water 

system in Palm Springs Panor.:sma~ a $75 million development in the 

Rancho Ramon • Cathedral Ci~ area; they include a payroll adjust-
, -

ment for additional employees, of $15,598 not explained in the record; 

and they include $5~OOO of Regulatory Cormniss:Lonexpense which is 

unsupported in the record as to its reasonableness. 

It is found as '~ fact and, concluded tha.~ the public interest 

requires that the First and Second ~dments to the application 

requesting interim re1ie: be denied • 
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Findings and Conelusions with 
Respect to original Application 

In the F1rstAme1ld.ment, filed January 25, 1960, the appli

cant alleged that an inventory and historical cost valuation, includ

ing a depreciation reserve requirement study, would be necessary 

before it could produce a full and complete showing at the permanent 

rate setting bearing. Applicant further alleged that such inventory 

and historical cost valuation could not be com,p.leeC',d before June 1, 

1960, and that a final complete S'lnmnary of operations report could 

not be completed before August 1, 1960. 
, 

As noted hereinbefore, howcver, the applicant has completed 
I 

its showing on not only the First and second Amendments but .tL1.so on 

the original application itself. Cross-examination of the testimony 

and evidence on the original application bas been conducted. Such 

cross-examination reveals that the applicant's estfmateso£ earnings 

for the test year 1959 are unreliable and unrealistic.' For example, 

such estimates are based ona method of simply doubling applicant f s 
" ' 

recorded expenses for the first six months of 19'59 without analysis 
I 

or normalization, and these estimates, as in the Cases .of projected 

cash requirements and the estimate of Regulatory, Commission expense, 

are unsupported in therecorcl as to their aCC'lJracy , reliability;, and 

their reasonableness. Further, the applicant submitted an estimated 

depreciated rate base for the test ye.:;rr 1959 of $713,0,00. Such rate 

base does not take into account an offer of a stipulation byappli

cant's secretary at the hearing on April 11, 1956 on Application' 

No. 37389 (Tr .. pp.327 and 32&) that then and in the future, notwith

standing the cost paid for the facilities acquired Under said appli

ca:ion, if any sucll facilities or stocks or obligations of the 

applicant were acquired at less than the cost thereof· on the boolc:.s 

of 'tl"le applicant, that for rate making ::.a.t).d earning p't.'lXposes, such 
·1 

latt:er acquiSition costs should l'rcvailand shou!d be used solely and 
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only for the determination of earnings and for rate' m.a.king purposes. 

It is further found as a fact and concluded, therefore, 

that the p7lb11c interest requ1resthat the 'orig:fn~ application also 

be denied. 

ORDER 
~ _ ..... _-

Application as above entitled, as amended, having been 

filed, public hearings having been held, the matt:ers of the: First 

and Second Amendments seeking emergency intertm rate relief having 

been submitted and now being ready for deCiSion" the matter of the 

original. application havi.ng been continued to a date to· be set, but 

now having been further considered, 

IT ISEEREBY Oro)ERED that the First and Second Amendments 

to the original application 'of Rancho Ramon vlater Company, a corpora

tion> which said Amendmeutsrequest authority to immediately place 

into effect, on an interim basis" the rates' requested in its said 

original application as indicated in EXhibits E-l and E-2' attached 

thereto be " and they are, 'denied. 

rr IS FUP...l'BER ORDERED' that.' the original application of , 

r>..aneho Ramon'Vlater Company, a corporation, for authority to increase 

its. rates for water service be, and it is, denied. 

The effective date of this order shall be twenty days 

after the date hereof. 

. ~ed at 
day of?<~_ 


