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BEFORE TEE PUBLIC UTILITIES COMMISSION OF 'tEE, S'XAXE:OF: .CAI.IFORNIA .• ..' 
·f,,'. ' 

In' the Matter of tbe Application. of, ) . 
the EESPERIA WAl:ER. COMPANY), a .) 
California corporation) for'increase ) 
in rates for General Metered Service ). 
and for authority to· cancel scbedules" ) 
of flat rates and irrigation rate.s.,· ). 

Application No'~"40862 . 

------------------------------~) 

Amended' . / . . ,,' 
Petition for an Interim 
--Increase in Rates. 

Kaplan;t Livingston.. Goodwin & 'Berkowitz" by, 
F:."ank ~ewiez;. for applicant. .' 

King & King) by James L. Ki.ng; . for Property 
Owners in Hesperia Townsite. 

James Sm~e:J G. M. Hunton> Eugene C. Crandall, 
and ~11iam Anderson, in propria personae, 
and F~ed • Hu e.s, for Lewis F .,Ralph, Dotty E. 
and Robert:. 3. l:iu es; protestants. 

Lee B. Stanton and William Prather, for the Real 
Estate Co'lIlmission of C:aIifornia; interested' 
paxty. 

Rugh N. ~, Chest,er O. Newman) and DOt"Lald· :a.' Steger, 
. for e COmmiSSion staff. 

'- .' 

" ,.',' J: ,,' 

o PINION 
, ,10, 

-----~-.-

. . . . , '. . . ~. 

By the above-entitled Petition for an Interim, Increase, .... , 

in Rates filed November 3, 1960, Hesperi~ W:ater:C~mpany,'aco:pora~' ,." 
'. " \. '> ~ '" 

tion> requests the establishment, of "the rates, for>water service':,: 

:e<;.uested in its or1giual application filed:' February, 19~' 1959·,·'or·:, . 
,.' , ", ' .', '. ". ",,', " '..' 

5uch' other rates as the Commission' deems'. proper and· adequate,·to: 
.' " 

, , .' 

provide" applicant with'X'evenue to meet, its cash obligation.', 

Bases of Int~fmPetition .. ,'" '.' . 

Applicant' all(!8es in 1t~ .petit:tO~.:~t 'It''::tsap~r~~t'': 
• '.' ,,' I • ' 

from its Stmmiaxy of e.:l~s,. as shown in' the'orlg:tD.al, appli~atio~ . 
. ~' I., 
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as Exhibit t1:s" attached thereto~ and in Exhibits. Nos.- 12: and 13:·, ' 

presented in ' evidence> that it "is . presently operati~at'an'> 

out-of-poclcet loss. 
• f ,.' 

Other reasons allegecrby the; applicant' as:bases,for,tbe'" ' ., 

instant petition were the fact 'that· :In '1959,'tbeC~si~:" 
declared Kayem. Investment Corporation, to, be. a' pub11cutUity which 

::oeqaixed 1:he preparation and filing.' of certain material and 

reports relating.' to accounting,. financial ,'and ' operational matters;' 

that because of the nature of'th1s'proceeding~ other'proceedings' 

. instituted by other State agencies'which occupied the\t:l:me'of: . 
• ,J l ,'" • 

applicant and ~ staff of' the Co~s1on:t and other reasons:' beyond . 

th~ control of the applicant> there had been ,considerable:clelayu( " 

-:he processing of 'tbeoriginal application foran1ncrease:r.n'r8tes~, 
". , 

The applicant, also' alleged that requests by the Commission, staff' 

for additional time to prepare its exhibits: ind!~8ted ~t ':f~ther' , ...... ' 
hearings would, be required resulting in' a· prolonged period' bc::fore< .'. 

the final decision otJ. the application as amended,would be rendered'~ 

pm:ticularly 'in view of the fact that other 'matters:t . other, than 

the rate increase application:. remain·', te>, be ' co~:tdered' before ,,\a 

decision would be rendered; 
Hearings 

\,.' · ' , ." 

The evidence upon which the applicant based the instant 

petition was introduced in the conSolidated proceedings on :the··· 
. . . . ' . 

original application> on the original' ,application as amended' on '.' 
September 6:. 1960:. on Case No. 6159 an "Investigation on th~, 

Cormnission1,s Own Motion :Lnto the practices> operst,ious> contracts~' 
.'" .. :,._-.... 
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rules ~," facilities, and service, of the' applicant and, Kayem~: l:~~es't:mlmt, ," , 
•. • .,,1 • 

Corporation~ the latter hav1.ngbeendeclared to be, a pub11c:ut:Uity', 

water eO'ZpO'rlltion by Decis10n No,; 59281, ,'dated'Novcmber17~ 19S.9~:"; 

and on Case No. 6622" Timothy , Stel~' and' ::Andr~ ·'N. ,'pb.i;ip~nl<:~ 
vs. Resperia Water Company and ICayem. Investment Corporation_, , ',.' 

Rearings on the consolidated matters were, held: before' 

Zxam:i:ner Stew3rt C. Wm:ner On "September -20 'a~d 21 ~", 'and ,Nov~r "'16, , ' 
17, and 18, 1960> at Hesperia. The instant ,petition was sUbmitted"" 

" .,\ ",n.' 

for decision on thelatt:erdate' subj.ectto the rece~pt:of late-. ; " , 
fUed exhibits on or before November 28'" 1960,·aUd~:tt.:ts now ready 

" 1/ """ ' ; '" "",:""",;,;' 
for decision.- '" "" '" 

Applicant's,Financial Condition 

Late-filed Exhibits Nos,. '12 and '13 are 'a b~lance,shee.t;of : '.;, 
~ '" 

the applicant as of Oetobe'r31~ 1960', 'and an :t:D.comeandexpense.' 
. '. . 

statement of the appli~t for the tan months' periodended: 

October 31~ 1960. 'T.aey also contain a balance', sheetofI<ayem}IS' 
. ;, ,., 

of October 31> 1960~ and an income and expense st~tement of'ICayem 

for the si.x :nonths' period ended' October 31~ 1960.' 

App!.ie.ant's accoanting witness" a cert1f:l:ed"public" 
, ' . .. . ' 

accountant~ testified at length regarding' his diff:Lculty:,in, • 
.... 

1.1 The original ~plication 3S amended was' submitted for de cis-ion 
subject to the receipt of briefs due to be filed on or before 
March 7, 1961. Adjourned hearings on ,Cases Nos. 0.159 and 6622· 
were held on Decer.obe= 20 .and 21> 1960, at Los Ange1es ... ,Case '" 
No,. 6159 was eont:i.:c.ued to' a date to be set> and', CaseNo~, 6622 
was subtnitted for decision on, the 1ast-rul1Iled elate., . ", 
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seetingup the applicant 'sbooks ' of aecounts., :lud als~ those " of Kayeul,,.: 

to conform them to the Uniform' System ofAccouutsPr~sc:r:i.be<i·.~bY'the·. "', 

Commiss1on for -Water Utilities-. , -.. ' ,", 

Alleged Delays in Processing of the Original 'Appliciation:. 

As to 'the allegeddelays,1n the processing of,. the originaI 
,," '" 

." .".. . , 

application,. corresponcience f:tles"of .the Commiss.ion. show that. 

commencing, on March' 15.,.: 1960~'and, following 'deniaL,on'April:i3:,. 19'60~ 

by 1:b.e Calif~rnia -State Supreme Court of ~pp-lic~t' s P~tit:[on for ,'~'." 
, , 

Writ of Revie"'~ of ,Decision No. 59281" filed'with saict' Court,.:. the ,", 

applicant was asked by the CoMmission' to 'advise the COmm1ss:[orl of. the ..... -' 

applicant's'intentions to supplement' the fitUlnc1aldata:, submittedwi~t..;;,~· 
. . . . 

the original application,. which da~, ·the C~$si~nsaid;..m.ayhave·' 
been outciatec!. On March 25 ~ 1960, ,the applicant, reques ted 45-' days to 

eupplemcnt its original application; on May 17,. 1960,.-the C~ssi.on 

advised the applicant that thes-upp1ementary data. ha.dnot~been',: ." 

received and that the application would~, because 1tapp~ared.tha.t,:tt " 

was outdated., be dismissed without prejudice -1f not:'supp~~ented, '. 

within ten days. On June 10, 19.60, the applicant ,requested"an .. , 

(!'I~tension of time to August 15, 1960, .. to prepare 1ts,'exhibitsin.the, 
. .. ,. ' . ' 

-'.' . ,." 

,., ,', 

" , 

,applicane's exhibits were received' on August 19,,1960~' . 

Findings 'and, Conclu~ions ',' " , 

i ~ , ,. ...... 1 ' : 'I :~', . 

,After a careful review of the evidence,. as it relates-to: . 
r' ,,' 

the instant "etit1ou, the ,Commission finds- asa·£act .. and' coricludes" .. .' '. \. . . , 

'that· such evidence is lackin,g and, unconvincing as, to' ,8 fi~ncial::, 
".'\ ' ' 

cr:lsis .of the applicant .. 
. . ~ . 

. ~' 
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;r:or example, nowhere in the test~ony' nor in: Exhibits' 
, ,-

Nos. 12 and 13, i~ the item of $42,620'.46, ,shown as an ope-rating> 
, , ," 

expense of miscellaneous rents"of the applicant,,' clarifi~d:', . Th~," 

elimination or subs.tantial reduction of this itemwo~d;,era~~'the ' . 

applicant r s ' utility, operating.'. loss ' fo%:" the ten months I.'period· 

-ended October 31,,1960, shown tobein:theamo~t o£:$40',:3;6'~70~': 
Although said rental item is' sbown ,in the recordt~ include, at' ' "', . 

least in p.art, payments to Kayem,.. the amount of:sa1d' operating' 
, " <. ~ '. ; .. ~ . ~ , 

expcnse£or the ten months' period of, 1960' cannot ,be reconciled 
" .', ' ,"''''', 

with the prOvisions of the-agreement dated, MaY',l, 19.s6~' and" 

May 1 ~ 1957, as Attachments Nos. 1 ' ~d 2, ~espectiv~ly, which set 
" I ' 

for1:h the lease. terms by Kayem ofwatcrsYs~em. f~cilit'ie.s to . the 
, . , , 

~.'Pplicant. Copies of said 'agreements. were rece£ved. as" 
" , 

Exhibit No.5 in the original proceedings on Case'NOc.' 615-9, ,in 
, ' 

Marcb and April, 1959. They provide, 'among ctherthl:ngs"th~t 
, , ' 

the consideration for the lease, i~ a' sum. equ.al to 10 'percent ':,. 

of all revenues received by the water' company for salesof:'water 

to customers in the ordinary co~sc of· business· during .a12~mOll~,,; 
period; that the water company shall have the rightto'make 

improvements upon any of, the facilities; 1:11at no additional ," 
. , '" ",,' " 

installations not served by Hesperia as of, the date ' of' the', 

asreemcnt sbould be provided with water through, any ,of, 

Kayemts facilities without its consent, in writ.i~g;:, anct,tha.t" 

Hesperia Water should pay to Kayem allpropertytaxes'on'~y~ or all 

. ',' 

of the facilities. The applicant's total operating re~enU:es,for'tbe: ,-, 

ten months' period end~d October 31,1960, ,as' '8h~inE~i~it'NO:~:12.}':·, ',' 
, " ,',' 

W$n $5$,,788.73. Ten ~cent of·this amoUnt ~oulci;be:$S;,S:79;'.th~;:':' 

record shows that Kayem' s' propel;ty taxes on' ie's. ,~ater o;istr1butioXt: .' . 
..;, 

",'" ',', I;,' 

,'" ' 
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facUities~ payable to it by Hesperia unclerthe'te~:'of' the 
, , . ' '. ' . 

agreetDent~ will, amount to approximately $26 ~ 700. :,: th~to~al, 
of the ten percent rental figure,8S,thus calcul~ted and 0'£'­

property taxes as estimated, -if included' under the "rentsu,:ttem ' 
.' . I' • 

of Eesperl.a r S operating., expenses wou1d~, not be' the: amount'of ' -

$42,620.46 reported byHesperi8tm~· its "reuts l1 
, 1t~~ ~f' 

, .... ' ,. , 

e~e hereinbefore noted. the, record; on the' petition:'i$. ,,' 
I, " 

otherwise lac!d:ai and unconvincing. ' 
, , 

1'. final determination of.~heoriginal applicatio~ and 
r, ',' 

of the'original application as amended-will-be made after the ' 
, , , 

£il~ and receipt on March 7'1 1961" of briefs' by couns~i~;- _,-
, - .. , ' .. ' " 

It isfoand· as a fact anet concluded"th8t tbePet1tioti 

for Interlm.Increase in Rates is not supPorted by' the'\r~cord", 

and that the public :lnterestrequires, that;it', should· ~::den1ed;'.: 

!be order which .follows w~ll so· 'prOVide... ' , " ,',' " ' '.' 

" ". 

.. '\ 

'. "1''';' 

", ' . 

. ""'.' . 

" 

Application as above-entitled: having beenf:tled;-and ,', 

having been .amended, a Petition for an :rnterim.OIner~ase,iIl,~,tes-::' 
having', been 'filed,: said petition having. ~n, submitt~dandnaw':'\' . 
being ready 'for deCision, 

• , 1"'" • 

. '~.~. " ,,'.: ',. '," ~~". '. . . .' 
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",," , . 
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IT IS HEREBY ORDERED that the Petition for an 'Interim: 

Increase ,in Rates~ filed November 3, 1960~ "by: Hesperia, Water , 

Comp.any~ a corporation, be'and it is' c!enied'. 
" . 

.. '.c 

'!'he effective,' date of 'this order 'shall be 'twenty: days 
• '<' 

after't:he date hereof' .. . ~" 

"", r., 

''','' 
,', 

• I'" 

""' .. 
",:. , 

Dated at. _~~~_C13CO_. ______ ~ ,', Cal:(fornia~' th1~' :2 ~~tl· 
"," 
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