Decision No. __SOS72

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
ORCUTT TOWN WATER COMPANY, a California
corporation, for authority to extend
its certificated area, to establish
rates for water service in the extended
terxitory so requested for certifica-
tion, for authority to substitute
sources of water supply, for authority
to issusc shores of its common stock,
and for authority to execute a promis-
sory note.

Application No. 41815
(As Amended)
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in the Matter of the Application of
ORCUTT TOWN WATER COMPANY, a Califormia
corporation, for authority to extend
its certificated area to serve the town
of Sisquoc and to acquire the existing
water system serving the towm of
Sisquoc; to establish rates for water
service in the extended territory so
requested for certification; to issue
its shares of common stock in payxent
therefox.

Application No. 41969
(As sAmended)
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Charles W. Drake for applicant.

Alton L. Pabst, interested party.

L. L. Thormond and W. B. Stradley for
the Commission statf.

OCPINION

By Application No. 41815, filed December 28, 1959, and
amended March 24 and April 18, 1960, Orcutt Town Water Company seeks
authority to extend its certificated area at Orcutt, Santa Barbara
County, to establish water rates, to issue common stock, o issue a
promissory note, and to terminate agreements between it and Union 0Ll
Company.

By Application No. 41269, filed February 19 and amended
April 13, 1960, Orcutt Town Water Company seeks authority to acquire
from Union Cil Company an existing water system serving the town of
Sisquoc, Santa Barbara County, and to establish rates for sexvice.
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The two matters were heard, om a consolidated record,
before Examiner F. Everett Emerson on July 13, 1960, at Santa Maria.

Applicant, as a subsidiary corporation of Union 0il

Company, certificated by this Commission September 3, 19490, was formed

for the purpose of supplying public utility water service to the town
of Orcutt. It presently sexrves about 430 customers. Prior ﬁo appli-
cant's formation, the Union 0il Company had provided water service to
the commmity foxr about 37 years. Mr. Morgan Flagg, President of
Orcutt Towna Water Company, presently holds all of applicant's stock.

Applicant has extended its plant into areas contiguous to
the area originally certificated to it at Orcutt and contemplates
further espansion into other contiguous areas to meet demands for
domestic water service resulting primarily £rom housing and subdivicien
developments being or to be constructed to meet the population influx
attendant upon the expansion of Vandenburg Air Force Base. Mission
Highlands Subdivision is presently the largest such area adjacent o
Oxcutt and is designed for about 256 homes. It lies to the southeast
of the original Orcutt water sSystem. An adequately designed water
system, including a well of sufficient capacity to supply the new
plus the old system, has been constructed therein and has been con~
nected to the original system. It is proposed that this source of
supply become the primary source for the over-zll system and that
Union 0il Company, which heretofore has been applicant'’'s supplier of
water, withdraw its water source from the utility system except for
an emergency stand-by usage by the utility. In view of the evidence
in this respect, the Commission £finds that such rearrangement and
substitution of source of water supply is not adverse to the public
interest.

As mentioned above, applicant presently holds a certificate
of public convenience and necessity. It bas extended its physical
facilitics and operations into areas contiguous to Orcutt, It may
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lawfully further extend its plant into other contiguous areas in the

normal course of business. Indeed, it is to be expected that such

will be dome. In this procceding, however, applicant seeks, in

cffect, the exclusive xight to sexrve presently unserved territory
greater in total area than all of that now served, evem including its
recent expansion. A5 justification for such request, applicant pre-
sented solicited letters from four persons stating that they desired
that their premises be included within the boundaries of applicant’'s
sexvice area "at such time as the bowndaries of your company are
enlarged". Applicant's witness was uncertain as to where such
premises might be located, although their lands, when combined, total
more than 255 acres. Such presentation does not warrant 2 finding Ly
this Comnission that public convenience and necessity require or will
require that applicant herein be certificated for the territory
requested. Applicant requires no further certification in order to
extend into contiguous areas. If, in the Luture, public convenience
and necessity require extensions into noncontiguous territory, appli-
cant may make a showing to such effect in an sppropriate proceeding.
In view of the evidence, therefore, the request for additional
certification for the Orcutt system will be denied.

4pplicant seceks authority to establish water rates for the
recently expanded portiom of its QOrcutt system at higher charges thon
are applicable on the older portion of the system and has, in fact,
already billed new customers at the higher rates. Applicant should
be aware that such higher charges, prior to their authorization by
this Commission, are made unlawfully; they must be refunded. In this
record there 1is no cvidence of sufficlent weight to warrant a £inding
other than that the same rates and charges for water sexvice should

be applied without discriminmation to all of applicant's customers
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wheresoever located on the Orcutt system. Applicant's rate request,
as it pertains to the system at Orcutt, will be denied.

Union 0il Company has for many years supplied water service
to the town of Sisquoc. As in Orcutt, the service predates the
Public Utilities Act. Applicant desires to acquire this system (mow
serving about 60 customers), obtain a cextificate therefor and
establish the existing rates and charges as its own. Applicant
intends to rehabilitate and improve the water system. By the ordex
which follows, applicant will be required to submit to this
Commission a specific program for the installation of necessary
improvements. The evidence respecting this system and its proposed

operation is convincing that the public interest will be better

served'Chereby. Accordingly, the Commission Zinds that the requests

of applicant, as they pertain to the Sisquoc system, shall be zranted.

The record in this proceeding includes historical cost
appraisals for each of the QOrcutt and Sisquoc systems. The one for
Orcutt was based upon an inventory of physical plant and substantially
supported by Union Cil Company and Orcutt Town Water Company records.
The one for Sisquoc consists primarily of a spreading of s lump~sum
"eost” figure, supplied by Uniom 0il Company, to the several account-
ing classifications prescrived by this Commission. The evidence is
convincing that these appraisals are reasonable except insofar as
"overhead" ‘charges included for the Orcutt system are concernmed. The
Commission finds that such appraisals (excluding the overhead
charges) represent the best available indication of the historical
cost of the properties and that applicant's books should be set up to
properly reflect such appraisals. The order herein will so provide.

Applicant seeks authority to issue to Mr. Morgan Flagg, its
President, 1,060 shares of commom stock at a mar value of $25 per
share, and a 20-year five percent promissory note in the amount of
$44,000 in repayment of (1) an existing demand note for $7,500
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transferred to Mx. Flagg by Union 01l Company and (2) plant additions
in the amount of $63,000 allegedly made by Mr. Flagg since July, 1959.
Of this latter amount, records substantiate the expenditure of
$59,730.15 by Mr. Flagg. In view of the evidence, the Commission
finds that applicant should be authorized to issue no more than 929
shares of its stock at the present time. Further, the Commission
finds that the money, property or laboxr to be procured or paid for by
the issue of the stock and the note herein authorized is weasonably
required for the purposes specified and that such purposes are not, in
whole or in part, reasonably chargeable to operating expenses or to
income. Applicant will be required to file a copy of szid note with
the Commission.

Applicant has been operating under what may be termed a
management and service agreement with Union O0il Company since 1940.
Applicant's president, as an individual, has an agreement, dated
August 7, 1959, with Union 0il Company respecting transfer of the
water properties, ownership of applicant's stock and othexr matters.
Applicant desires Commission approval of the secomd and approval of
termination of the first., The Commission has no objection to the
termination or to the carrying out of their terms, as the parties to
the agreements may determine. The Commission is of the opinion that
such matters, while of generxal interest, are Dot germane to the issuves
in the present proceedings and therefore require no action of the

Commission.

The certificate issued herein is subject to the provision

of law:

That the Commission shall have no power to authorize
the capitalization of this certificate of public
convenience and necessity or tae right to own,

operate or enjoy such certificate of public conven-
ience and necessity in excess ¢of the amount (exclusive
of any tax or annual charge) actually paid to the
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State as the consideration for the issuance of

such certificate of public convenience and

necessity or right.

Applicant's rules, maps and tariff sheets generally, should
be brought up to date s0 as properly to reflect its expanded opera=-

tions and the oxder herein will so provide.
ORDER

Based upon the evidence and the findings contained in the
foregoing opinion,

IT IS ORDERED as follows:

L. A certificate of public convenience and necessity is
hereby granted to Orcutt Town Water Company to operate as a water
corporation in the town of Sisquoc, Santa Barbara County, as said town |
limits are delincated on Exhibit 4 attached to Application No. 41969.

2. Applicant shall file in quadruplicate with this
Commission, within thirty days after the effective date of this oxder

and in conformity with the provisions of General Order No. 96, rate

schedules revised in such manner 25 to show that they are applicable

to applicant's Orcutt and Sisquoc sSystems. No increase in any rate
or charge shall result from such £iling. Concurrently, applicant
shall similarly file tariff service area maps and rules governing
customer relations, acceptable to the Commission, revised to reflect
current practices. Said rate schedules and other tariff sheets shall
become effective on f£ive days' notice to the public and to this
Commission after such £iling.

3. Within sixty days after the effective date of this
order, applicant shzll file with this Cemeission, fLour copies of
comprenensive maps of each of its water systems, drawn to indicated
scales not smaller than 200 feet to the inch, delineating by appro-

priate markings the various tracts of land and territory served; the

water production, storage, transmission and distribution facilities,
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and the location of the various water system properties of applicant.

4. Applicant, on or after the effective date of this oxder
and on or before December 31, 1961, may issue and sell not to exceed
929 shares of its common stock at not less than $25 per share for the
puxposes stated in the foregoing opinion. A4pplicant shall f£ile with
this Commission a report or reports as required by Ceneral Order
No. 24-A, which order, insofar as applicable, is made a part of the
order herein.

5. Applicant, on or after the effective date of this oxder
and on or before Decembexr 31, 1961, may issue the 20-year f£five percent
note in the principal amount of $44,000 as requested. Within ten
days of issuance, applicant shall file with this Commission a
certified copy of said note as executed.

6. Applicant shall make such entries on its books as will
reflect the adjusted historical cost appraisal of $55,653.37 and the
corresponding depreciation resexrve of $19,902.23 as of Jume 30, 1959,
for the Orcutt system, in accordance with Schedule A of Exhibit No. 3

in this proceeding. Applicant shall also make similar book entries

to reflect the appraisal of the Sisquoc system as of December 31,

1959, as set forth in Exhibit F attached to Application No. 41969.
7. Beginming with the year 1960, applicant shall make
acecruals for depreciation by dividing the origiﬁal cost of deprecia-
ble plant, less estimated net salvage less depreciation resexve, by
the estimated remaining life of the plant. Applicant shall review

said accruals by accounts as of January 1, 1961, and thereafter
whenever major changes in plant composition occur and at intervals of
not more than five years. Results of these reviews shall be sub-

mitted to this Commission.
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6. Applicant shall refund to its customers any monies
collected in excess of those properly chargeable under the tariffs
which it has on file with this Coumission and, on or before

Decembex 31, 1960, shall notify this Commission as to the amounts So
refunded and to whom paid.

9. Within ninety days after the effective date of this order
applicant shall submit to this Commission, in writing, a program for
the rehabilitation and improvement of the water system at Sisquoc,
such program specifically to include those improvements, together
with their estimated costs, which applicant's engineering witness
testified to in this proceeding.

10. The certificate and authorizations hereinabove granted
will exéire 1f not exercised prior to Jamuary 1, 1962.

1l. In all other respects these applications arxe hereby
denied. |

12 The effective date of this order shall be twenty days
after the date hereof; except, that the effective date of authoriza-
tion for the issuance of the note in paragraph 5, above, shall be the
date on which appliéant shall have paid the fee required by
Section 1904(b) of the Public Utilities Code, said fee being $44.00.

Dated at ___ ™% | californis, this _// zAday
OCTOBER , 1960.

PUBLIC UTILITIES COMMISSION
3TATE OF CALIFORNIA

0077197 1960 | ' bomissioners

-g-Comzisslioner.. Lvorett C. Mchago. bolng
nocessarily adbsent, 414 not participato
“n the dispositloz of this Droceocding.




