Decision No. 42066

~ BEFORE THE PUBLIC UTILLTIES COMMISSION .OF THE STATE OF CALIFORNIA

In the Matter of.the Application
of SUNSET LAND & WATER COMPANY,
& corporation, for Authority to
. Increase Water Rates.

Application No. 33957

M. R. Stansell, -attorney, for applicant.
Frederick A. Selcher, president, for Sunset Beach
: - Chanmber o Commerce, interested party.
Theodore Stein and Clyde F., Norris, for the
Commission  staff.

QPINION

Sunset land & Water Company, a. corporation, by the above-
eatitled application filed December 16, 1952, seeks authority to
‘increase rates for water service in Sunset Beach and Surfside -Colony
in unincorporated territory, Orange County.

A public .hearing in.this matter was held before
Examiner Stewart C. Warnmer:on August 5, 1953, at Seal Beach.

General Information

Applicant furnishes water service $o0 the unincorporated
areas known as Sunset Beach and Surfside Colony, comprising approxi-
mately 14O acres located about 1 mile southeast of the City of
Seal Beach in Orange County.  As of March 31, 1953, water service
was being furnished to 187 ﬁetered'consumers and 322 flat rate con~-
suers, 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 accounts are:usually opened in the
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name ‘of the vacation users. This necessiﬁé es the ‘application of |

semi-vacation ‘rates. for water servmce.

..,-A-, o

Applicant's prcoent flat rates for a szngle one~family:
dwelling are $12 for six months payable in advance, or %18 "for
12 months payable in advance. Appl:cant proposes a flat rate of”
$18 for six monmths, payable in advance.

Applicantts general netered serv{ce rates for a 5/8-inch
meter are $l2 per meter for six months payable in'a&vdhée, $i8 per
meter for 12 monﬁhs payable in advance, and $1.50 per meter for
each consecutive'month after the advance yearly péyment. Applicant
proposes to increase the miniﬁum charge for a 5/2-inch ﬁéﬁer to $18
per meter for six months, payable in advance, and to $2.25 for each
consecutive month after the advance semiannual payment. The ‘mindmum
charge for a 5/8~inch meter entitles the consumer To 750 cublc feet
per month. Other charges and quantivy epg;;;gments for larger
sized meters are included in applicanzfsvpfesently filed and pro-
posed rates. -

Applicant's: metered quanti%y rates a#e 15 cents per 100
cubic feet for water usage from%750 to 1500 cubic feet per metor
per month, and 12 cents per'lOO”cub;c feet for all water usage over
1500 cubic feet per meter per month; ‘No change in the metered
quantity rates is proposed. : J A
Earnings h | |

ExﬁibffélNoé. 1 and 4 filed ét the nearing by a witnéss
for applicant include stateméngé-of\ihcobe and expenses for the
year ended Décember 31 1952 "Thé”statements show ré@éﬁuee from
water sales in the amount of &11, 505 8L and net ;ncome from the water
departmenz before depreczat on, in the amount of $1, 797 61 and ‘after

depreciation 891 89. Y The estimated nez zncome from the water

tw

L/ Nev lncome I{rom all operatzon 1nc1uaing the sale of‘Iaﬁd, is
reported at $887.53.. .
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Operations ”or the year 19531 underrproposmiraxes ;s shown at
$3, 138 20 before deprec;atzon. No rate-base. or, rate of return for _
the year 1952 at presen: Tates or for the .year 1953.93t1mazed ao”.
proposed rates was ‘submitted by applicant. .. T

| The following ‘tabulation .is a Summary, of earnings for the
year 1952 recorded ‘and adjusted’ and- for the year, 1953 estimated at )
p*esenz and proposed rates as shown im Exhibits Nos..2 and 3 sSub-
mitted by the Commzss;on staff,

SUMMARY. OF EARNINGS

[T py

!oarl%?—a_tmmmﬁ

-_Yosr 1952
Iten = tRacordad sAdiustad :

werating Revenues $1L,506 $11,219 3»11,367 311,367 3518,418 518,418---- '
Cperating Exponses 8,346, 8,098 10,748 10,748 10,TUBL 10,748 -
Qaxos 1,367 735 655 655 2,555% 2,312
Seprociation ‘ S A

—al06 030 210 | 1,962  1.219° - 1,962
Total Expenses L,009 10,763 12,622 13,365 14,502... 15,022

Net Revenue @3 456 (T250 (Lom) 3,806 3,39
Rate Base (Depreciated) . 39,616 - - 27,290 38,854

Rate of Retwrz 1.15% - - M'.?.g'% 8.7L%
(Redr Figure)

(1) Depreciation expense computed at rate of Ll.74%.
Average book depreciation reserve of $4L5,752
deducted from average fixed capital to determine
average depreciated rate base. (Per PUC Exh. No. 2).

Depreciation expense computed at rate of 2.80%.
Average computed depreciation reserve requirement
of $34,187 deducted from average fixed capital to

determine average doprecmated rate base (Per PUC
Exh. No. 3). .

The greatest difference in-operating expenses between the
year 1952 and 1953 is an increase in the salaries of applicanx's
secrotary-treasurer and its manager and superintendent. Such salary

J A

inereases became e*fectmve January 1, 1953.

The staff engineer testified that he had made an estzmated
hmstorxcal cost appraisal of applicant's fixed capital in service as
of December 31 1952; and had compuzed the remaining life straLght-

llne depreczation reserve requirement applicable to such capmtal.
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The following is a comparison of applicant!s fixed capital As
recorcded on its books, together with the related recorded deprecia-
tion reserve, and the staff appraisal, together with the related
compﬁted depreciation reserve requirement, each as of Qqcémber 31,
1952. ” “

i

: As of vecember 5.1, 1952 :
Item : Per Books :rer BUC Stat? Appra;saI-

ixed Capital in Service $59,724 870,431
Depreciation Reserve L5,14L2 33, 1206

A Commission staff accounting witness testified that dona-
tions in aid of construction which appeared on applicant's balance
sheet in its surplus account amounted to 87,436 as of December 31,
195=2.

Conelusions

It is 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 estimated, 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
deducted from the estimated avefage depreciated rate base for the
year 1953. The order which follows will authorize applicant to

file a different scheduvle of rates. from that proposed in its applica-
tion. Such rateS-w;ll produce estimated revenues amounting to
814,750, or about a 30 per cent increase in revenues. It is esti-
mated that total expenses, including income taxes and depreciation
‘expense, will amount to $13,320, leaving a net revenue of $1,430.
When related to an average depreciated rate bhase of £19,850, a rate
of return of about 7 per cent will result. Such rate of return is -
found to be just and reasonable for this utility, and its components

are hereby adopted for the puvrposes of this proceeding.

~ly
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"‘\‘“.
Service Conditions and
ta ecommendations .

'
"

‘ liﬁfﬁliééné;s witness testi:;ed that 1200 feet of transite
pipe will be installed on Coast Higﬁwéy to replace 3;inch steel
main. Other pipelines are in fair t&lgood condition, Storage tanks
and wells are in good operating condition; and water service to con-
sumers is reported to bé‘satisfactoiﬁ;‘

The Commiésion staff engineer included six specific

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

- ey e ey e

The above-entitled application having been filad, a public
nearing having been held, the zatter having been sﬁbmittéd, and the
Cormission being fully adviéed in the premises,

IT IS HEREBY FOUND AS A FACT that the increases in rates
and charges authorized herein aré-jusﬁifiea énd that present rateg
in so far as they differ from those herein prescribed are unjust and
unreasonable; therefore, | | T ‘ '

| IT IS HEREBY ORDZRED as follows:

l.a. That applicant bYe, and it is, authorized to file
in quadruplicate with this Commission, after 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 %o make such
rates effective for service rendered on and after
November 1, 1953.

b. That within thirty days after the effective date
of this order applicant shall file with this
Commission four sets of 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 of this
order, four copies of a comprehensive map, drawn
To an indicated scale not smaller than 300 feet to
the inch, delineating by appropriate markings the

-5m
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various tracts of land and territory served and

the location of the various properties of appli-
cant. :

That Sunset Land & Water Company shall restate

its fixed capital accounts so as to reflect therein
the staff appraisal of $70,431 as of December 31,

L952, segregated to primary accounts, and shall

file with the Commission, on or before December 31,1953,
its journal entries used to record such restate~

ment of its accounts.

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
aceruals when major changes in plant composition

~occur and for each plant account at intervals of

after the

not more than three years. Results of these
reviews shall be submitted to this Commission.

The effective date of this order shall be twenty days

date hereof. B

Dated at .~ 49?%52&2¢A74/d0ﬂﬁr1 California, this {:f7§2§,

day of ,)p/ A) 7/-/_,//1// .//r;/ 41, 1953,
” .

%/fﬂ%\/ﬂ f(@( A 044 z_(o;/
S By

[} Comnissioners
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EXHIBIT A
Page L of 3

1

Schedule Ne. 1
RESIDENTIAL FLAT RATE SERVICE

APPLICABILTITY

Appliceble to all residential .ﬁut rate water service.
TERRITORY

In the unincorporated aress kmown as Sunset Beach and Surfside Colony,
Orange County.

RATES

Eox Servige
Per single family residence for initinl six=-
month Period « ¢ 4 - 4 o v e s e s e e ... $25.00

Por single family residence téking continuous
service following initial six-montk poriod,
POr TORLE = & e .t et s e s e s e e e e e

SPECTAL CONDITTONS

1. Charges for flat rate service arc payadle in advance.

2. Any consumor who has ostablishod pormanency by having paid tho
initial sixemonth poriod cherge in advanco may contimue service on a
zontbly basis thorcai"cer a3 sot forth above. ,

3. Motors mey bo installed at tho option of utility or customor
for above classification, in which evont sorvice theroaftor will bo
ropdored only on the basis of Schodule No. 2, Goneral Meterod Sorvice, and

oust e continued for mot loss than 12 months before it may agm.n o chm:god
to flat rate sorvice.

be AL service not covo*od by the aboeve classification will bo
furnished only om a meterod bosis.




terel

A.33957 GE .

EXHYBYT ‘A
Page 2 of 3

S¢hoduloe No, 2

GENERAL METERED SERVICE

APPLICABILITY

Applicablo te all motored water s0rvico.

TERRITORY

In the unincorporatod aroas known as Sunsot Beach and Suwrfsido Colony,
QOronge County.

RATES. .

Minimum Chargo:

- _Per NMetor por Month
For Continuous Sorvice
Following initial

Six-Month Poriod

: Cu. Ft. of Water
:Included im Chorge :Included in Charge
:Charpa: Por Montn Charea = Por Month

For 5/8x3/4-inch motorl3.50 750 -$1.90 750
For 3/l=inch motor 18.00 1,250 - 2.50 1,050
For. -l=inch moter 27.00 2,650 © 3.5 1,800
For 1A=inch motor 48.00 5,350 5.7 3,700
For 2-inch motor 72.00 8,700 9.00 | 6,400

Quantity Ratos:

Por Moter
For Initial
Six=Month Poriod
: Cu.Ft.of Wator

" hn ¥

[RTI T I ]
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Por Moter
. | 2o Month
First, 750 cubic foot or less, included in
ninimum charge. ’ : ‘
Noxt 750 cubic foot, por 100 cubic foot o o . . . . $0.15
Over 1,500 cubdic feot, per 100 cubic foot « o+ v . & '

SPECTAL CONDITIONS

1. Minimum Chorges for initinl six-month periocd are paysblo in advance.

2. Any conzumor who bas octablished his pormanency by having prid tho
initiol six-month poriod minimum: charge in advanco may continmuo sorvice oz a
monthly besds thercoftor as set forth above.
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EXHIBIT A
Pogo 3 of 3

o

Schedule No. 2

GENERAL, METERED SERVICE

SPECIAL,_CONDITIONS==Contd.

3. Should sorvice bo discontimuod, oither at the comsumer's roquost or
for nonpaymont of bills, the comsumor will be roquired to ro-ostablish
pormonency by paying in advance the indtiel six-month poriod minimum ¢herge
a5 set forth above. ’

4. Tho charge for water comsumed in oxcess of tho monthly quantity
nllowed under any minimum charge will bo chargod for at.the quantity ratos
rnd will bo payable upoen presentetion of the monthly b4l for such oxcoss
quantity. _




