BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. ~37644

In the Matter of the Application of

LFC WATER COMPANY, a corporation, for

& cexrtificate of public convenience

and necessity to operate a public Application No. 40168
utility corporation im Las Flores

Canyon (Los Angeles County) and to

issue cepital stock. -

RUSSELL R. LAW,
Complainant,

vS. Case No. 5996

DEER PATH MUTUAL WATER COMPANY,

FRINGLE & BRUNSON, a copartnership,
LARRY PRINGLE, as Executor of the

Estate of CLAIR B. BRUNSON, Deceased, g

and the Estate of CLAIR B. BRUNSON »
Deceased, _

Defendants.

Gordon, Xnapp, GLll and Hibbert, by Hugh Gordonm and

»

2. C. Alphson, for applicant in Application No. 401638,

and for %i ngie & Brunson, a copartnership, Larzy Pr e,

as Executor of the Estate of Clair B. Brunson, Deceased,
and the Estate of Clair B. Brunmson, Deccased, defendants
in Case No. 5996. '

Keatinge and Older, by Edward C. Cazier, Jr., for complainent.

R. F. Dexter, for Deer Path ratual Water Company, defendant,

zchard A. Perkins, for Malibu Township Couneil, interested
party.

Chester 0. Newman, for the Commission staff.

Hearings in the above-entitled matters were held before
Exeminer Grant E. Syphexs on September 25, 1958, in Los Angeles, at
which time evidence was adduced and the matters submitted subject to
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the filing of a late~filed exhibit. This now has been filed and the
matrers are ready for decision.

Case No. 5996 is a complaint by a consumer of water, re-
questing that this Comnission order the defendants to furmish watex
sexrvice to him at reasomable rates. At the hearing all parties
agreed to and requested dismissal of this complaint in the event
that Application No. 40168 be granted. This application is a request
for authority to conduct a public utility water coxporation 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. Brumson began
construction work on 2 water system in commection m.th the develop-
ment of a certain real estate subdivision, Water service was fur-
nished to various usexrs as they purchased land in the subdivision
and constructed houses, and C. B. Brunson, and his estate after his
death, has been and now is serving water in the area. Subsequéné
to the death of Mr. Brumson, the Brumson Estate entered intofaﬁ
agreenent with the Deer Path Mutual‘Watef Qbmpany'whereby that
conpany undertook to read the meters and céllect the payments of
the users of the water system. Money collected by the mutﬁal‘water
company is retained by it as a recompense for the sefvice'ofyreading
the nmetexs. |

Tbe‘present applicant is a corporation forxrmed May 2, 1958,
for the purpose of operating this water system., Its sole stock-

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

C. B. Brunson.

This corporate applicant proposes o serve water to aﬁ
ares which is coextensive with the Brunson Estate. At tke present

r

a2-
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time one area, consisting of approximately 29 acres, has been éu’b- | |
divided and there are now 12 homes constructed in this area. }In
addition, a second area, comsisting of 55 acres, is to be sﬁb-{j
divided into 35 residemtial parcels of land. The total area of the -
Brunson Estate comsists of 130 acres of which, as above indicated,
it is plammed to develop 84 acres at tize pre.Sent time. The water
supply is obtained from £ive wells, each located within the proposed
sexvice area. There are two 21,000-gallom xesexrvoirs. The tésti-
mony shows that these wells will produce between 26 and 31 galloms
per minute. According to this record these wells are adquate to
provide service to the existing users but there is some question as
to whether or not these wells are adequate to provide for the poss:f.-—
ble 53 consumers which are plammed for this area. It shouid" e
noted that in the first development there will be « max:x.mum of 18
homes and in the second development a maximum of 35 honres.

Testimony was received from some of the e:d.sﬁing 'usen:s‘ of
the water service and each testified that the present water service
is adequate. However, one usexr expressed some comcern as to the
continued adequacy of the water sexrvice should too many more uéers
come into the area. | |

There was no opﬁosition to the proposed certificate and
there is no other water sexrvice in the area. Accordingly, upon this
record, we find that public convenience and necessity justify the
issuing of a certificate. Eowever, in view of the possibiliity that
the existing water supply may not be sufficient to serve tpe entire

area should too many residents move in, the applicant will mot be

pexmitted to extend water Sexrvice to mew usexrs unless and until the
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existing water service is adequate. On this record it appears that
the exlisting water service is adequate to serve the present users
of whxch there are 1l2. There also appears to be sufficien: watex
servmce for some additional services. Howéver; a certificate will
be granted only for the fifsc development and ﬁhe appliéant will
not be permitted to extend beyond this area at this time.

On this basis the applicant may plan for the eventual
extension of its water system. Upon development of additional
sources of supply or furnishing satisfactory evidence that ﬁhe
water supply will be adequate to permit extension the utilicy'may
by further application request additional certxfzcation.

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 500 cubic feet of water and $0.75
for ecach additiomal 100 cubic feet. Also there are winimum charges
proposed for various meter sizes. While there were differences as
to the estimated results of operations under the proposgd rateé
between the staff estimates and those of the company,_ﬁhese~dif£er-
ences are of no significance in this hearing since tﬁe-company
estimate showed a loss and the staff estimate did not show an ex-
cessive rate of return. Likewise the applicant'subsequently haé
accepted the staff's cstimates for the purpose of these proceed-~
ings. These estimates are as follows for the calendar year 1958:

Operating Revenues : $ 3 000
Total Operatrng Expenses z764

Net Revenue $ 236‘.

State Corporation Tax 25

Net Revenue after Corporatiom Tax §
Federal Incomg Tax
Net Revenue after Taxes

Depreciated Rate Base
Rate of Return
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We hereby find that the rates proposed are reasonable and
they will be authorized herein.
The applicant requested authority to issue 5000 shares of

capital stock, each share having a par value of $10,0v a co:él value

£ $50,000; 4750 of these shares are proposed to~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 Pringie, in his representative capacity, and
which is to be used as workiﬁg 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 thé
stock, so far as the issuance of shares in éxchange for the existing
watex system is concerned, should be limited to 3920 éhares. The
Commission is of the opinion that the money, property or laborAtoi
be procured or péid for by the issue of the stock herein authorized,
1s reasonably required for the purpose specified herein and that
such purposeyis not in whole‘or in part reasonably éhargeable to -
operating expensesror.co income.

| In the light of the-findings-and conclusions made herein-
above, the complaint in Case No. 5996 will be dismissed.

Application as above entitled having been filed, public
hearings having been held, and the Commission having made the fore-
going findings,
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IT IS ORDERED:

1. (a) That LFC Water Cdmpany, a corporation, be and it
hereby is granted a certificate of publsi ie convenience and necessity
to construct and operate a public v?ility water system to provide
service in the area des;gnated in Record of Survey No.. 1768
Los Angeles County, as shown on the map ident;fied asg Exhibit No. 3
in this proceeding. |

(b) That applicant shall not extend service outside of its
certificated area without further ordexr of this Commission.

2. That applicant is authorized and directed to file, after
the effective date of this oxder, 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 and}in accordance
with the requirements of Gemeral Order No. 96. Such rates and rules
shall become effective upon five days' motice to the Commission and
to the public after filing as hereinabove provided.

3. That gpplicant shall file, within sixty days after the
effective date of this order, four copies of a tariff service area
wap acceptable to this Commission and in accordance with the re-
quirements of General Order No. 96. Such tariff service area map
shall become effective upon five days’ notice to the Commission and

to the public after filing as hereinabove provided.
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4. That applicant shall, withiﬁ sixty days afterithe cffec-
tive date of this order, file four copies of a comprehenSivé nap
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 facilitiés, aod the location of the various water system
properties of aﬁplic@nt.

S. Begioning with the year 1958, applicant shall determinme
depreéiatiou expense by nultiplying the depreciable utility plant,
exclusive of plant provided through contributions in aid of con;
struction, by a rate of 4.07. This xate shall be used watil review
indicates that it should be revised. Applicant shall review the
depreclation 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 are installed
on the system, use diéls on such neters which show registratioﬁ in
cubic feet rather thég in gallons, and that upon repairiag of
present meters they shall be converted so that their dlals read in
cubic feet rather thaﬁﬁin gallons. |

7. That the LFdiwater Company is authorized to issue not to
exceed 4170 shéres of its capital stock, each share having a stated
par value of $10 for a maximm total of mot to exceed $41,700 to
Larry Pringle as executor of the will and estate 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 to be
exchanged for cash. |
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8. That the LFC Water Company shall file with the Coumission,
& report of reports as Tequired by Gemeral Order No. 24-A and, at
the same time, shall file a copy of each journal entfy used to
record on its books the issue of such stock and the acqpisifion of
the water system properties, waterials, supplies, working cash, and
invested cash. |

IT 1S FURTHER ORDERED that the complaint of Russell R. Law

in Case No. 5996 be and it hereby 1s dismissed without prejudice.

The effective date of this order shall be twenty days after
the date hereof. |

Dated at -2 Froacisco , California, this 2 5 A/
day of D]mé’/ , 1958,

» Dolng
necessarily absent, 4id not partlcipato
in tho dlispositlon of this proceeding.




Schedule No. 1
GENERAL METERED SERVICE

APPLICABILITY

Applicé.blé to all metered water service.

TERRITCRY

The unincorporated area known as Las Flores Mesa and
vicinity, located in Las Flores Conyon near U. S. Righway 101 and
gppro:d.ma‘boly 9 miles north of the City of Santa Menica, Los Angeles
ounty. | ' , .

Por Meter
RATES Pex Month
Quantity Rates: -

FATst 500 CU.ffu O 1635 sverevrnvnvencd 5.00
Over 500 cu.ft., ver 100 CU.fteveevens .75

Minimum Charge:

For 5/8 X 3/4~inch MOLOT secereserseenneasd 5.00
FOI‘ 3/4-111011 metor *Besasvssssovrnan 7.50
FO‘.’.‘ l—inCh meter LR XN RN NN FER N R R 10-00

The Minimm: Chargo will entitle the customer
to the quantity of water which that minimum
charge will purchase at the Quantity Rates.




