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Decisi,on No. 49066 

BEFORE THE PUBLIC" UT.ILI'rIES. COMMISSION' ,OF I THE' :STATE ,OF ,CALIFORNIA 

,In tc.e Matter of: :the .. Application ) 
or SUNSET LAND & WATER COMPANY, ) 
a corporation7 for Authority to ) 
!~crease Water Rates. ) 

Application No •. 33957 

M. R. Stansell;! ·attorney, for appli,cant. 
FrederiCk A. Belcher, presicl.en't, for Sunset Beach 

, Chamber of Commerce, interested party_ 
Theodore Stein and, 'C1yde F. Norris, for, the 

commission:stafi'. 

OPINION .... -~----

Sunset Land & Water Company, a,corporation, by the above­

e:ltitled application filed"December 16 7 19527 seeks authority to 

'increase rates for ;.-tater service in Sunset Beach and, Surfs,ide ·C,olony 

in unincorporated territory, Orange County. 

A public. hearing in ·,this matter was held before 

Examiner Stewart. C. vlarner .. :on August $, 1953, at Seal Beach. 

General Information 

Applicant furnishes watc~ service to the unincorporated 

areas known as Sunset Beach and Surfside'Colony, comprising approXi­

mately 140 acres loea'ted about 1 mile southeast of the· City of 

Seal Beach in Orange County_ . As of March 31, 1953, water service 

was being ru:nished to 187 metered consumers an~ 322 flat rat~ con­

sumers, or a total of ,509 consumers. The'area is a semi-resort area 

and property owners frequently rent seaside" cottages to vacationers 

during the summer season. 

Rates 

During the summer season.property owners are wont to live 

elsewhere and. then· water service accoU%),ts are : usually opened in the 
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, ,. . ... ".'. 
• I,' '~'::" :. ' .... 1'~ ~;I' ' .• 

name :0£ the :vacation users. This necessita:es the 'applicat:t'on 'of: 
" , ' .. 

semi-vacatiOll.'rates, for water service. 
", 

t. ':. ,', ~ ... " • 

Applicant' ~ present flat ra:ees for a sin,gle' o::le;..ramlY· 

dwelling are $12 for six months 'p~Y~ble in advance; or' '$1$' £'or~' 
l2 months payable in advance. Applicant proposes a flat rate of" 

$lS for six months, payable in advance. 

Applicant's general me~ered service rates for a 5/8~inch 

met~r are $12 per meter for six months payable in'advance, $lS per 

meter for ~2 months payable in advance, and $1.50 per meter tor 
., . 

each consecutive month after the advance yearly payment. Applicant 
. ~.. . 

proposes to increase the minimum charge for a 5/S-inch meter to $18 

p~r ~eter for. six months, payable in advance, and to $2.25 for each 

consecutive ,~onth after the advance semiann\!Lal p~~ent. The minimum 
..•• ' \ .. 'I 

charge for a 5/S-inch meter entitles the cons~er to 750cub1c feet 

per month. Other charges ~~d quantity enti~lements for larger 
'-i '.' 

sized meters are included in applicant's presently filed and pro-

posed. rates. . . . " ':. 

Applicant's:met~red quantity rates are is cents per 100 
" • J" 

cubic feet for water usage' from.:750 to 1500 cubic feet per metor 
,..;. 

per month, and l2 cents per'lOO cubi.c fee: for all water usage over 

1500 cubic feet per meter per month. 

quantity rates 'is proposed. 

No change in the metered 
... ··l· 
.\ . 

" 

Earnings 
',: 

Exhibits Nos. 1 and 4 filed at the hearing by a witness 
" 

for applicant include statemen~s,of \i~come and expen~es for the 
\, • ", ~. j 

year ended December 31, 1952,. ·· .. ,The'statements sho~ reve'nues from 
I, (,"'.... "', I 

w<~ter sales in the amount of $11,505.84 and 'net income from the 'water 

department, before d~preciation, in' the ~~~t of $1:797 ~6l a.nd \a'f~r 
deprecia~ion $9l;;'~'S9'~1I The estimated net i~come fr~m;'the:'w~t~r 

y 
'~ 

" ~:"\ .. ,...... I.· .. 

Ne~ income from all operations, inciuaing tne sale o~ land, is 
reported at $8'$'7 .. sa.· . 

',', 

,-2-
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o?erations for the year"195:Funderr:propose~~ates,~is.shown at 
,'.. • ~ ... ,. . l. I •• ".".~, •• , ~;'.: :': .r' 

$3,l3$·.20 before' deprec~i:atl.on.~ No rate .. l>.ase::,~rr rate, qf return for 
; .• '; .~ ; 1 • ~: " • .,.. •• ..,\.... ' ... ' . .... ,. .. 'i : ,~.:.. ; : :" ~: ~ ~ ,-

the year 1952 'at present rates or for .:t-)).e ':y'~ar .l953 .~estimated. at 
• 1.. ',i., . 

• ,'" : ... I;' . I ~ •• 

p::ooposed rates was "subnl1-ited by applicant.-::", 
.... • ,i ,'Jo.' .. :, .,t,.: ~ I '., ' .. 

. .. , "~"'-r" ~ ... ~ I • 

The folloWing,'tabulation .is a summ~. ~f earnings for the 
• , . .., '.; ~" '.. . '. . . ,t~.. ,L ' •. ::. I ... 

year 1952 recorded' 'and adj-usted: and- i:or, the year 1953. estimated. at 
, . I I,' • I" 

.', ..... / ,. " - ' 

p':"esent and 'proposed rates as shown i:nExh~pi~s Nos~" 2 and :3 su'o-
.' 

mitted by the COmml,'ssion staff. 

. . 

SUMMARy, OF EARNINGS: 
+ •••• - ... .... - ..... 

Opera.ting Revenue:) 
Cr.?e::-at1:cg Expe:c.ses 
~O~ 

:ru.,219 . 
8,,098 

735 
1.,030 

$ll,)67 
10,748 

655 
1,219 :JepX'Oeill.~1on 

Total Expenses 10;763 
456 

39,6l6 
1.15% 

Net'Revenue' 
?.a.te be (DapreeiQ.t~d)' 
Mote o£ F.et~ 

ow· -; ,.. 

.. -
(:ted! Figure) 

, 

(1) Depreciation expense comput.ed at rate or 1.74% .. 
Average book ~epreciation reserve of $45,752 
deducted from average fixed capital to determine 
average depreciat~d rate base. (Per PUC Exh. No.2). 

(2) Depreciation expense computed at rate of 2.$0%. 
Average computed. depreciation reserve reqUirement 
of $34) 187 eeducted from average fixed capi tatl to 
determine averagedepreci~ed rate base (Per PUC 
Exh. No.3). .' 

The greatest difference in ·operating exp,enses between the 

year 1952 and 1953 is an increase in the salaries of applicantfs 
:". . 

,secretary-treasurer and'its manager and superintendent. Such salary 
, , 
J • (I,., 

increases bec~e effective' JanUary·l, 1953.' 

The stafr engineer t:estified.that he had made an estimated . . , , ... 
. , ,. , '<" . ...,.~. 

historical cost appraisal' '0£ ap})licant' s fixed capital in service as 
.' 

. {.J. ..;. ~'!. '. 

,of December 31, 19$2;; and hac: co:n,puted the remaining life straight-
.;;:. ,- .' t' 

line depreciation re's'erve reqtXi'r·ement applicable to such capital: 
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The following is" a comparison of applicant's fixed capital as 

recorded on its books, together with the related recorded deprecia­

tion reserve, and the staff appraisal, together with the related 

computed depreciation reserve requ~rement, each as of December 31, 
>' 

1952. 

~ . 
: " Item 
Fixed Capital in Service 
Depreciation Reserve 

" , 

:; As or pecemter 31 ±i?2 ~: 
:er Books :~er P C Starr ppraisa : 

$59,724 $70,431 
45,142 33,206 

A Commission staff accounting witness testified that dona­

tions in aid 01 construction which appeared on applicant's balance 

sheet in its surplus account amounted to $7,436 as or December 31, 

1952. 

Conclusions 

It i$ evident that applicant is in need of financial 

relief. The recorded and adjusted earnings for the year 1952 indi­

'cate that applicant'S earnings were deficient. Based on the year' 

1953 estima~ed, however, it appears that the proposed rates would 

yield an excessive rate of return. It further appears that dona­

tions in aid of construction, amounting to $7,436, should be 

de~ucted from the e$~imate~ average depreciated rate base for the 

year 195:3. The ord.er which follows will authorize applicant to 

file a different sched"".le of rates, from that proposed in its applica­

tion. Such rates will produce estimated revenues amounting to 

$14,750" or about a 30 per cent increase in revenues. It is esti­

mated that total expenses 7 including income taxes and depreciation 

expe~se, will amount to $13,320, leaving a net revenue of $1,430. 

When related to an average depreciated rate base of' $19,e50, a rate 

of return of about 7 per cent will result. Such rate of return is ' 

found to be just an~ reasonable for this utili~y, and its components 

are hereby adopted for th~ pvrposes of this proceeding. 

-4-

.. 
I 



'-' j 

A-33957 NB . " 

\'" ,i 

'\':, 

Service Conditions and ' 
Staff Recommendations 

I , ' 
, ,,\'.'j' .l .,:, 

Applicant's witness testified that 1200 feet of transite 
. ' 

p~pe will be installed on Coast Highway to replace 3~inch steel 
. , -' 

main. Oth~r pipelines are in fair to good condition, storage tanks 
. ',I, • 

~~d wells are in good operating condition, and water service to con-.,. 
sumers is reported to be satisfactory. 

The Commission staff engineer included six specific 
, . ," 

recommendations in Exhibit No. 2 'and these should be carried out. 

o R D E R - -. ~ ...... 

The above-entitled application having been fi~d7 a public 

hearing having been held, the matter ~avicg been submittod, and the 

Commission being fully advised in the premises, 

IT IS HEREBY FOUND AS A FACT that the increases in I,rates 
, . ,~ 

and charges authorized herein are justified and that present rates 

in so far as they differ from those herein prescribed are unjust and. 

unreasonable; therefore, ., '... .. 
IT IS HEREBY ORDERED as follows: 

l.a. That applicant be, and it is, authorized to tile 
in quadruplicate with this Commission, atter the 
effective date 'of this order, in conformity with 
the CommiSSion's General Order No. 96, the sched­
ules of rates shown in Exhibit A attached 
hereto, and on not less than five days' notice to 
the Commission and to the public to make such 
rates effective for service rendered on and atter 
November 17 1953-

b. That Within thirty days after the effective date 
of this order applicant shall file with this 
CommiSSion four sets ~f rules and regulations 
governing customer relations, together with four 
copies of a tariff service area map acceptable' 
to the Commission. 

c. That applicant shall file with this CommiSSion 
within forty days after the effective date ot this 
o~der, four copies o! a comprehensive map, drawn 
to an indicated scale not smaller than 300 feet to 
the inch, delineating by appropriate markings the 

-5-
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various traets of land and ter,ritory served and 
~he location of the various properties or appli­
cant. 

2. That Sunset Land Be Water Company shall restate 
its fixed capit~l accounts so as to reflect therein 
the stafr appraisal or $70,431 as of December 31, 
1952, segregated to primary aecounts, and shall 
file with the COmmission,on or before December 31,19537 
its journal entries used to record such restate-
ment of its accounts. 

3. That applicant shall base future accruals to the 
reserve for depreciation upon a spreading of the 
amounts in its restated fixed capital accounts, 
less the estimated net salvage and depreciation 
reserve, over the estimated remaining life of the 
property; further, applicant shall review such 
accruals When major changes in plant composition 
oceur and for each plant account at intervals or 
not more than three years. Results of these 
reviews shall be submitted to this Commission. 

The effective date or this order shall be twenty days 

California, this 
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APPLICA.Bn.rry 

mIIBI'l' A 
Page 1 or ;) 

'/'-:,.:': 1 .. " 

Schedw.e No. 1 

RFSI'OENTlAl. ~ ~ SERVICE 

.', I '. •• :,~ ~,\~ , 

Applicable to all reoidential.£lAt rate wnter service. 

TERRITORY 

In the tmincorpora.ted areas known a::: Sun:;ot BeAch Me. Surf'eid.e Colo~, 
Orange CO\lllty. 

RATES -
Per single f:am1ly residence for initial six-

month period. • • • . . • . • _ • • . • . • . 

Per single f8mily resid.ence taking continuous 
service following initial s~month poriod., 
por ::c.onth.. .......,..,....,.... . . ' . . . 

~ s.,ryi~!> 

S 15.00 

2.10 

SPECIAL CONDITIONS 

1. Chargoe ror £la.t ra:tc service arc pe.yn.'ble in. adva:o.ce. 

2. A::t:r COllaUt1or ...,ho has osto.bliobod. pe~oney by hr.l.v'1rlg poS.d tho 
initial 3~month ~riod chsrgo in advanco may continuo service on ~ 
~o:ltbly ~is thoroai'tor 0.:3 sot forth abovo.. .' 

3. Motors ml!Y bo in~tolloo. at tho option of utility or customor 
for ~bove cl~:i!icntion, in which event sorVico theroafter ·/kll bo 
:'ono.c:'od. only on tho 'be..sis of: Schedule No.2, Coner,l\~ Motorod Sorvico, cmd 
:.nw::t bo eont1nuod for not lO:3$ tb..e:l l2 months 'Oc!oro 1 t mtI.Y flgt"..:tn bo cM.ngod 
to fl~t r~to ~orvico. 

4. All service not covorod by tho ~oovo cl~sific~tion will bo 
1"\n'nishod o%lly o:l' a. motered OMiz. 
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EXHIBIT), . 
'Pago 2 "r 3--

'. 

Sehodulo No *.,2,. '. 
0·' .' ... j ••• 1 j ..... -- .......... . 

GENERAl METERED SERVICE 

~pp1icnblo to all motorod wotor sorvico. 

TERRITORY 

In the unincorporotod 3%'Oo.s know 0.::; Sunsot Beach a.nd Surf::ido ColotlY', 
. Ortmge County. . 

RATES: 

MiDimum' Cht.lrgo : 

. 
: Per Moter : 

Por l1atOr por I'ILOnth : 
For Continuous Sorvico : 

: For Ini tit:lJ. * Following lni tiol : 
Six-lv1onth Poriod. : : Six-Month Period _ 

: : Cu.Ft.of Water : 
: :InclUdod in Charge: 
~ChVgl): P,r Mont:, : Chf~:re* 

Fo~ 5/Sx)/k-1nch motor$l3.50 
For 3/4-inchmotor 18.00 
For, -l-inch metor 27.00 
Forlt-1nch motor 48.00 
For 2-ineh motor 72.00 

QuA:ltity RntO:;l: 

-$1.90 
2.50 
3.50 
;.75 
9 .. 00 

Pirst. 750 cubic root or le::o, included in 
minimum chl\1"go .. 

Noxt 750 eubic foot, por 100 cubic foot • 
Over 1,500 cubic root, per 100 cubic foot • 

SPECIAL CO~DITIONS 

: Cu. Ft. of W~tor : 
:Included in. Chorga: 

.. * • . . .. 

??t Month : 

. .. 

750 
1,050 
1,800 

'3,700 
'6,1JJO 

Por Moter 
?I)r Month 

$C.15 
.l2: 

l. I-finimum Chtlrgoe for initilll six-month period IlrO p$T-lblo in advance. 

2. JIJr7 con:::umor 'W'ho hI'..!: oete.bli::ihod hie por.ntmoncy by hIlv1ng pcid. tho 
irIi tio.l six-month period min:5.In'Um " ehr.l.rgo in .:J.dvo..nco may continuo sorvico on a. 
monthly be:1~ theroaf~r as ~ot forth ~bovo. - , 
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:E:<HIBI'l' A. 
Poge .3 of .3 

, , \ .; 

" 

Sehedule No. 2 

GENERAL METERED SERVICE 

SPECIA!. CONDITIONS-Contd • 

.3. Should ,oNice Co diseontinuod,. oither :-.t tho con~umerf s 'roqU0st or 
for nonp~ont or '0111:1, th~, con~J'wnor ,\/ill 'bo 'roqu1red to ro-osto.'oli!Jb. 
porru:mo:lcy by PIly'J.ng in ndvtinee the 'initial six-month poriod min1eUlll. ehc..rge 
as set rorth above. ,. 

4. Tho eharge for water consuced1n excoss of tho ~onthly q~tity 
t\llo'Wed \mdor 1J:IX7 minimtll:l. chll.rgo \.till bo cbJuogoiXi for o:t.·t.ho 'q\l.C.nt1~y ra:t.os 
~d w1ll Co payable upon pro30ntetionof tho ~ontbly. bill for auchQXeos~ 
quantity. ' 

• ~1 '. 


