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Decision No. ~" .... 57644 

BEFORE nm PUBLIC UTII.ITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 
!..FC WATER. COMPANY, a corporation, for 
a certificate of public convenience 
and necessity to operate a. public 
utility corporaticm in Las Flores 
Canyon (Los Angeles County) and to 
issue capital stock. 

RUSSEIl. R. LAW, 

vs. 

DEER PAm MmJ'AL WATER COMi?ANY, 
PRINCU: 6: BRUNSO~T, a copartnership, 
LARRY PRINGLE, as Executor of the 
Estate of CLAIR B. BRUNSON, Deceased, 
.mld the Estate of CLAIR B. BR.UNSON) S Deceased, 

Oefendants. ~ 

Application No.. 40168 

Case No. 5996 

Gordon, I<J:l.app, Gill and Hibbert, by H~h Gordon and 
r!. C. Al@so'Oi for a.pplicant in Appication No. 40168, 
ana for ing e & Brunson, a cop~tnership, Larry Pr1ngle, 
as Executor of the Estate of Clair B. Br'I..UlSon,. Deceasea, 
tmd the Estate of Clair B. Brunson, Deceased, defendants 
in Case No. 5996. 

ICeatinge and Older, by Edward C. Ca.zier, Jr., for compla~t. 
R. F .. Dexter.> for Deer Path l"lUtual Water Company, defend2.nt" 
Rl.chard A. Perkins, for M.:libu Township Council, interested 

party. 
Chester 0 .. Newman, for the CommiSSion staff. 

OPI1~ION -- ..... --~--...- ..... 

Hearings in the above-entitled matters were held before 

E.."'<2llliner Grant E. Syphers on September 25, 1958", in Los Angeles, a.t 

which time evidence was adduced and the matt.ers subrrdtted subject to 
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the filing of a late-filed exhibit. This now has been filed 8l'ld the 

matters are ready for decision. 

Case No. 5996 is a. complaint by a consumer of water, re­

questing that this CQtlllllission order the defendants to furnish waeer 

service to him at reasonable rates. At the hearing all parties 

agreed to .and requested dismissal of this complaint in the event 

that Appl1cationNo. 40168 be granted. '!his appl'ication is a. request 

for a.uthority to conduct a public utility water corporation, service, 

to establish rates and to issue 5000 shares of capital stock, each 

share having a par value of ten dollars. 

The evidence discloses that in 1950, C. B. Brunson began 

construction work on a water system in connection 'With the develop:­

ment of a certain real estate subdivision. Water service was fur­

nished to various users as they purchased land in the subdivision 

and construeted houses, and C. B. B-runson, and his estate aft~ his 

death, bas been and now is servinZ water ~ the area. Subsequent 

to the death of Mr. Brunson, the Brunson Estate entered into an 

agreement with the Deer Path Mutual Water Company wbereby that , 

company undertook to read the meters and collect the payments of 

the users of the water system. Money ~ollected by the mutual water 

cocpany is retained by it as a recompense for the service of reading 

the meters. 

roe present applicant is a corporation formed May 2 ~ 1958, 

for the purpose of operating this water system. Its sole stoek­

bolder is Larry Pringle who is executor of the will and estate of 

c. B. Bnmson. 

This corporate applieant proposes to serve water to an 

area. which is coextensive with the Bnmson Estate. At t1:e present 
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time one area, consisting of approximately 29 acres, has been sub-
, 

divided and there are now 12 homes constructed in this area. In 

addition, a second area, consisting of 55 acres, is to be sub­

divided into 35 residential parcels of land. Tbe total area of the -

Brunson Estate consists of l30 acres of which, as above 1ndieaud, 

it is planned to develop 84 .acres at the present time. Tbe water 

supply is obtained from five wells, each located within the proposed 

service area. There are two 21,OOO-gallon reservoirs. The testi­

mony sb~s that these wells will produce between 26 and 31 gallons 

per minute. Accordtng to_this record these wells are ade~te to 

provide service to the existing users but there is some ques~iOtl as 

to Whether or not these wells Are adequate to provide for the possi­

ble 53 consumers which are plaoned for this' area. It sbould be 

noted that in the first development there will be a m.a:ximum of 18 

homes and in the second development a m.a:ximum of 35 homes. 

Testimony was received from. some of the existing users of 

the water service and each testified that the present water service 

is adequate. However, one user expressed some concern as to the 

continued adequacy of the water service should too many more users 

come into the area. 

There was no opposition to the proposed certificate an<i 

there is no other water service in the area. Accordingly, upon this 

record, we f:irJ.d that public convenience an<i necessity justify the 

issuing of a certifica.te. r~owever, in view of the possibility that 

the existing water supply may not be sufficient to serve the entire 
" 

area should too many resi<ients move in, the applicant will not be 

permitted. to- extend water service to new users u:oless and t:llill the 
, " 
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existilng water service is adequate.. On this record it appears that 

the existing water service is adequate to serve the present users 

of which there are 12. There also appears to be sufficient water 

service for some additional services. However, a certificate will 

be granted only for the first development and the applicant will 

not be permitted to extend beyond this area at ,this t~e. 

On this basis the ap,Plicant may plan for the eventual 

extension of its water system. Upon development of additional 

sources of supply or furnishing satisfactory evidence that the 

water supply will be adequate to permit extension the utility may 

by further application request additional certification .. 

The rates proposed to be charged were not objected to by 

the staff or any other party to the proceedings. They include a 

charge of $5.00 for the first SOO cubic feet of water and $0.75 

for ,each additional 100 cubic feet. Also there are minimum charges 

proposed for various meter sizes. While there were differences as 

to the estimated results of operations under the proposed rates 

between the staff estimates and those of the company, these- differ­

ences are of no significance in this he~ring since the company 

estimate showed a loss and the seaff estimCLte did not show an ex­

cessive rate of return. Likewise the applicant subsequently has 

accepted the staff's cst~tes for the purpose of these proeeed-

ings. These estimates are as follows for the calendar year 1958: 

Operating Revenues $ 3,000 
Total Operating Expenses 2': 764 

Net Revenue $ 236 

State Corporation Tax • 25 

Net Revenue after Corporation Tax $ 21l 
Federal Income Tax 63 

Net Revenue after Taxes $ 148 

Depreciated Rate Base $ 39,200 Rate of Return . .38% 

-4-



· ·A. 40168, C.~996 - 'MJ!1/ AG * 

We hereby find that the rates proposed are reasonable and. 

they will be authorized herefn. 

The applicant requested authority to issue 5000 shares of 

capital stock, each share having a par value of $lO,o~ a total value 

of $50,000; 4750 of these shares are proposed t~ be issued to Larry 

Pringle, as executor of the will and estate of C. B. Brunson, in 

exchange for all of the properties of the water system; 250 shares 

are to be issued in exchange: for $2500 in cash which will be paid 

by the aforesaid Larry Pringle, in his representative capacity, and 

which is to be used as working cash capital. There was no oppo­

sition to the proposal to issue stock. However, upon the basis of 

our determination in this proceeding, it appears to us that the 

stock, so far as the issuance of shares in exchange for the existing 

water system is concerned, should be limited to 3920 shares,. The 

CommiSSion is of. the opinion that the money, property or labor to 

be procured or paid for by the issue of the stock, ,herein authorized, 

is reasonably required for the purpose specified herein and that 

such purpose is not in whole or in part reasonably chargeable to . 

operating expenses or to income. 

In the light of the findings and conclusions made herein­

above, the complaint in Case No. 5996· will be dismissed. 

ORDER .... ---'~ 

Application as above entitled having been filed, public 

hearings having been held,. and the COI:IlIllission having made the fore­

going findings, 
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IT IS ORDERED: 

1. (a) That LFC Water Company, a corporation, be and it 
~ 

hereby is granted a certificate ox publ.ic convenience and neeessity 

to construct and operate a public 1i1;111ty 'Vt·ater system to provide 

service in the area designated in Record of Survey No;. 1768, 

Los Angeles County, as shown on the map identified as Exhibit.No. 5 

in this· proceeding. 

(b) That applicant shall not extend service outside of its 

certificated area without further order of this Commission. 

2. That applicant is authorized and directed to file, after 

the effective date·' of tbis order ,the rates set forth in Appendix A 

attached hereto, to be effective on and after January 1, 1959, ----
together with rules acceptable to this Commission nnd in accordance 

., 

with the requirements of General Order No. 96. Such ra.tes and rules 

shall become effective upon five days' notice to the Commission and 

to the public after filing as hereinabove provided. 

3. '!hat app·licant shall file, within sixty days after the 

effective date of this order, four copies of a tariff service .area 

map acccp~able to this Commission and in accordance with the re­

quirements of General Order No. 96. Such tariff service area map 

shall become effective up¢n five days' notice to the Commission and 

to the public after filing as hereinabove provided. 
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4. That applicant shall, within sixty days after1the effec­

tive date of this order, file four copies of a comprehensive tnap 

drawn to an indicated scale not smaller than '600 feet to the inch, 

delineating by appropriate markings the various tracts of land and 

territory served, the principal water production, storage and dis­

tribution facilities, aD.d the location of the various water syst~ 

properties of app11c.ant .. 

5. Beginning with the year 1958, applicant shall deter.mine 

depreciation expense by multiplying the depreciable utility plact, 

exclusive of plant provided through contrib1.;ttions in aid of eon­

struetion, by a rate of 4.0%. This rate shall be used until review 

indicates that it should be revi~d. Applicant shall review the 

depreciation rate, using the straight-line remaining life method 

when major changes in utility plant composition occur and at 

intervals of not more than five years, and shall revise the above 

rate in conformance with such reviews. Results of these reviews 

shall be submitted to this Commission. 

6. That applicant shall, when additional meters a.re installed 

on the system, usc dials on such meters which show registration in 

cubic feet rather than in gallons, and that upon repairing of 

present meters they shall be converted so that their d1.a.ls read in 

cubic feet rather than
l 

i.n gallons. 

7. That the LF~.Water Company is authorized to issue not to 

exceed 4170 shares of its capital stock, each share having a stated 

par value of $10 for a m.aximum total of not to exceed $41,700 to 

Larry Pringle as executor of the will and esta.te of c. B. Brunson, 

3920 of such shares to be in exchange for the water system proper­

ties, materials, supplies and working cash, and 250 shares tobc 

exchanged for cash. ' 
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8. That 1:he LFC Water Company sball file with the Commission, 

a report of reports as required by General Order No .. 24-A and, at 

the S6me t:1me, shall file a copy of each journal entry used eo 

record on its bQoks the issue of such stock and the .a.equisit1on of 

the water system properties, materials, 8UpI>11es:. working cash,. and 

invested cash. 

IT IS FURTHER. ORDERED that the complaint of Russell R. Law 

in Case No.. 5996 be and it hereby is dismissed without prejudice. 

The effective date of this order shall be twenty days after 

the date hereof. 
'&. Frrulcisco . . L / Dated at __________ , California, this:25"' gil 

day of :2yt7thn,W 

commiss!oners 

C ~ ,. .. ~ . Rail E. Untc~c:ner ..... ..,,1 ... t1f Ollltl.j, '"' oJ" on or ...•..•• i'. ••••••••••••• wo ...... _._.. IJv "I:> 

nEleC~lOar:lly a.b!lcnt. d:ld r.ot )i'lrt1c1];lo.to 
in tho d13poolt1on of tb1~ ~rocee~i~. 

-8-



,. ,. 
A.40168 , 

A?P'LICABn.ITY 

APPENDIX A 

Schedule No .. 1 

GENERAL ME'J:'$BED SERVICE 

Applicable to ill metered. water oerrlce. 

TERR1.TORY 

!'he unincorporated e:ree. known as Las Flore~ Mesa a.nd. 
vicinity, located. in Las Flores Co.nyon near '0'. S. H1gh-...ro.;r 10l and 
8.l'proximatoly 9 :niles north or the City or Sante. Monica, Los Angeles 
County. 

Quantity Rates: 

Per Meter 
Per M9Jjth 

First 
Over 

500 eu .. 1't. or less •••••••••••••• $ 5.00 
500 cu.tt., per loo eu.!t........ .75 

Minimum Charge: 

For S/S x .3/4-1nCh meter 
For J/4-inch meter 
For l-ineh meter 

••...........•... $ 5.00 
••••••••••••••••• 7.50 
•••.••.•• _....... 10.00 

The M1:Umum .. Chsrgo will entitle the ~tomer 
to the quantity of wter Wieh that minimum 
cb.o.rge 'W1llpurcwe a.t the ~ti ty Rates .. 


