Deci.éion Ne.

| BEFORE THE PUBLIC U:cunms‘.cordass'i:en;op[ THE STATE OF CALIFORNIA ° '

In the Mattexr of the Appl:.catn.on of - _ T .

the HESPERIA WATER COMPANY, a 3

Califormia coxporation, for: increase § Appl:.cat:i‘.on No. 40862
in rates for Gemeral Metexed Sexvice ) = - Amended @ .-
and for authority to cancel schedules : Petition for an Interim

of flat rates and. :.rrigation ra.tes. o . - Increase in Rates = =

Kaplan, I..:wn.ngston, ‘Goodwin & Berkow:.tz, by
Frank Mamkiewicz; for applicant.

King & King, by James L, King; for Property
OCwnexrs in Hesperia lownsite.

James Smythe, G. M. Bunton, Eugene C., Crandall,
and William Ancerson, in propria perfonae, -
and Fred W, Hughes, for Lewis F.,Ralph, Dotty E.
and Robext 3. Bughes; protestants.

Lee B, Stanton and William Prathex, for the Real.
Esta.t:e Comm:.ss:.on ot Calirornmiaj interested

gb Chester 0. Newman, and Donald ) Steger, : _' S
o _ G s

e Comm.ssion staff. B

OPINION

By the above-entitled Petitlon for an Interim Increaae

in Rates filed Novembexr 3 1960 Hespcna Wa.ter Company’ a co*’por a-

tion, requests the establishment of the rates for water service
requested in its orig:.nal applicatxon f:tled February 19 1959 or
such other rates as the Comm:.ssion deems proper and adequate t:o

orov:.de applmcant w:i.th revenue to meet: its cash obligat:.on. B ’.'

Bases of Interm Pet:.t:.on

Applicant alleges in :[te petit:ion that :I.t is apparent

"rom its umma:.y of eamings, as shown in the orlg:[nal apPl:.cation




as Exh:x.b:[t “B" attached thereto, and in’ l’:xh:i.b:Lts Nos. 12 and l3
presented in- evidence, that it i.s presently operating at an

~out-of-pocket loss.

Other reasons alleged by the applrcant as bases for the

instant petition were the fact that :In 1959 ‘the Commission

declared Kayem Investment Corporation to be a pubuo utm:ty whichl'“ o

required the preparation and fil.{ng of certan.n material and

reports relating to. accoxmting, fi.nancial and operational matc ers":' e

that because of the nature of th:!.s proceeding, other’ proceedings
=:.u.'xst::I.tuted by other State agencies wh:!.ch ocoup:{.ed the time of

applicant and the staff of the Commn.ssion, and other reasons beyond o

" the control of the sppl:.cant there had been considerable delay in-

cae processing of ‘the oru.gina]_ aPPIication for an’ :!ncrease in rates.'[,‘fﬂ

The appl:.cant also alleged that requests by the Commission staff
for ‘additional time to prepare its exhib:.ts :I.ndicated that further
hearings would be: required result:'.ng :I.n a prolonged per:tod before
the final decision on the appl:.cation as amended would 'be rendered
part:.cularly :.n view of the :Eact that other matters, other than
the rate mcrease applicat:‘.on, reman’.n to be considered before a
decision would be rendered | S |
Tear :i’.ngs . _
. The evidence upon which the appli.cant based the mstant
pet:.tion was :.ntroduced in the consolidated proceedings on tb.e
original application, on the original applxcation as’ amended on
Septembex 6, 1960, on Case No. 6159 sn‘lnvestigation on the .
Com:.ssion's Own Motion into the practices, Operet:tons, contracts,
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rules, fac:.lz.t:.es, .:-md service of the applicant and Kayem Invesment-:ijfj“"f'f.":‘I,‘.f_iv
Corporation, the 1atter having been declared to be a public ut::.lity

water co'-poration by Decision No. 59281 dated November 17, 1959
and on Case No.‘6622 Tmothy Stal]man and Andrew . Ph 1ipen1:o S
s, Eesperia Water Company and "(ayem Investment Corporation. S
Eearings on the consolidated matters were held before
Sxeaminer Stewart c. Warner on Sepi.ember 20 and 21 and November 16
17, and 18 19o0, at Hesperia The instant pet:.t:(on was. submitted -
. for decision on the J.atter date: subject to the receipt of 1ate- .
filed exhibits on or before I\Iovember 28 1960 and it is now ready :
for dec:l.s:.cn.lf | ' '
Applicant's F:Inancial Condition

| te-fﬂed Exhibits Nos. 12 and 13 are a ‘balance sheet of
the apolicant as of October 31 1960 ~and an income and expense

statement of the applic:m.t for the ten months' i:er:.od ended o
Octobex 31, 1960. Tb.ey alse contain a balance sheet of Kayem as
of. October 31, 1960 snd an income and expense statement of Kayem
for the six months' period ended October 31, 1960. L |
App_a.can*"s account:x.ng w:Ltness, a certified public

accoxmtant, testified at length regerding his difficulty m

1/ 7Tke original application as amended was submitted for decision
subject to the reccipt of briefs due to be filed on or before =
March 7, 1961, Adiourned hearings on Cases Nos. 6159 and 6o22
were held on Decembexr 20 and 21, 1960, at Los Angeles. Case
No. 6159 was continued to a date to be set, and Case No.. 6622
was stbmitted for decision on. the la..—,t-named date. R
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| setting'uptthe applicnnt bOORq of accounts, and also those of Kayem‘ffﬁfoﬁl

to conform them to the Uniform System of‘Accounts Prescribeo by the
Commission for Water Utilities.». Ve AR :

Allezed Deleys in Processing_of the Orig_nal Application

As to the alleged delays dn the processxng of the original fgff*;ﬁy

qpplication, corr88pondence'fi1es of the Commission.show that

commencing on March 15, 1960 and, following.denial on April 13 1960 L

by the California State Supreme Court of applicant s Petition for a
Writ of Review of Deczszon No. 59281 filed with saic Court, the o

applicant was avked by the Commission to. advise the Commission of the -

applicant’'s intentions to supplement the financial data submitteo withipftwm

the original application, which data, the Commission said may have

bcen outuated On March 25, 1960 tne applicant requested 45 days to- j.l*7i”

°upp1emcnt its original application, on May 17 1960 the Commission j“"'“f’

adviseo the applicant that the supplementary data had not been
received and that the application would because it appeared that it
was. outdated be dismissed without pregudice 1f not supplemented

within ten days.. Oa June 10 1960 the applicant requested an

extension of time to August 13, 1960 to prepare its exhibits in the f\\‘ﬁ“ﬁ

apprication, which said roquest was grantea on June 22 1960 and
‘Aapplicant s exhibits were received on August 19 1960
Findings and Conclusions '

After'a cereful revzew of the evmdence, as it relates to R
the instant-oetition, the Commission £inds as a fact and concludes
that- such evidence is lacking and unconvincing as to a. £inancial
crisis of the applicant._ ' ) S e
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For e:cample, nowhere in. the testn.mony nox n.n Exhibits T
Nos. 12 and 13, J.s ‘the :.tem of $42 620 46 shown as an operata.ng
expense of miscellaneous rents of the applicant, clarified. - ’rh‘e‘:;j‘:f“: | o
elimination ox substantial reduction of this item wou...d erase tl.e~”.“* e
applicant s ntility operating loss for the ten months period
ended October 31, 1960 shown to be in the amount of $40 316. 70
Although said rental :.tem is shown in the record to include > at
least in part ’ payments to Kayem, ‘the amount of said operating o -
expense for the tem months period of. 1960 cannot be reconciled o
with tne provisions of the agreement dated May 1 1956 and ”
May 1, 1957 as Attachments Nos. 1. and 2 respect:.vely, wh:.ch set-f “; _:i"‘f
forth the lea.se terms by Kayem of water system fac:.lities to the
eppl:.cant. COpies o:C sa:.d agreements were. received as (
Exhibit No. 5 in the orig:.nal proceedings on Case No. 6159, in"
Maxrch and April 1959. They provide, among other th:.ngs, that
the cons:.deration for the lease. 13 a snm equal to 10- percent
of all revenues received by the wa ex- company for sales of water
to customers in the ordinary course of business during a 12 -month
period; that the water company shall have the right to make “ |
improvements upon any of the facilities H that no’ addn.tional -
mStal ations not served by Hesperia as’ of the date of the
agreement should be prov:.ded with water through any of |
Kayem's facil:.ties w-'thout :.ts consent in writing, and that
Besperia Water should pay to Kayem all proporty taxes on any or all .
of the facilities. The appl:.cant s total operating revenues for the
ten months' per:.od ended October 31, 1960 as shown in Exhib:.t No .12
ware $55,788. 73. Ien percent of this amount would be $5 579 the"’-

record shows that Kayem 8 property taxes on its water distributn.on




| faciliti.es, payable to it by Hesper:.a under the terms of the Gy

agreement w:.ll amount to appro:-::[.mately $26 700. . ’Ihe total

of the ten percent rental figure, as: thus calculated and of

property taxes as estimated if :i'.ncluded under the "rents" item .i;i“if v

of Hesperia's. operat:'.ng expenses would not be the amount of
$42 620 46 reported by ’{eSperia under :f.ts "rents" item o:E
e*cpense herembefore noted, 'Ihe record on the pet:.tion £s
otherwise lac’cing and mconvincing. x o

A finagl determmation of the orz.ginal appl:tcation and;f';:_ B

of the ‘original appln.cation as amended will be made after the
f:.ling and receipt on March 7, l961 of briefs 'by counsel

It is found as a fact and concluded that the Pet:f.t:.on--g e

for Interim Increase in Rates is not supported by the record

and that the public interest requ:.res that :’.t should be den:!.ed.‘i}_i_jﬂﬂ R

order wh:.ch follows will so provide

Application as above-entitled havmg been f:tled and

having been amended a Pet:.tion :Eor an Interim Increase :m l\ates‘?;‘i‘-“'.fi‘ PR

having been £iled, said petit:ion havd.n,g been submitted and* now -
bemg ready for dec:.sion, L ' '




- i o6z e

IT IS HEREBY ORDERED thac the Pet:t.tion for an Inter:[m“:_;"
Increase. :Ln Rates, fﬂed November 3 1960 by HeSper;{,a Water '
company, a corporation, be- and :Lt is den:i.ed - SRECRRTRRCE
| ‘ ’.[‘he effective dat:e of this order sha.l.l be tWem:y days‘g_ﬁ‘- e
after the date hereof |

day of ___ __;_fE'BRUARF_-. 1961 T

- --...’




