
Decision No. 82612 
BEFORE THE PUBLIC UTILITIES COMMISSION· OF THE STATE OF CAlIFORNIA· 
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indebtedness (PrOmissory Note). ) 

----------------------------) 

Application No. 53609 
(Filed September 26,1972; 
amenced October. 3, 1972) 

Chris s. R~11~) Attorney at Law, and C§.$S 
Strelinski, for Vandenberg Utilities 
Company, applicant. 

Charles E. Johnson, for himsel!, protestant. 
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Op·INION ... - ........ --- ... 
PRELIMINARY AND DFSCRIPTIVE MA. TTERS 

Background 

Vandenberg Utili ties Company (Vandenberg) is seeking 
authority to increase its rates for water service in two steps. 
The first step rates.wollld, in the opinion of the Commission star!, 
produce an additional $64,000 in gross revenues, an increase of ;4 
percent. The second step would produce an additional $67,000, a 
further .increase of 36 percent. 'l'.b.e first step would become effective 
as soon as poSSible, and the second after proposed water treatment 
plants were placed in service. The proposed increases are the first 
to be requested by Vandenberg sin~e it commenced service in 1960. 

lhe application st:Ates that Vandenberg also is seeking 
permiSSion to iGsue a promissory note for an amoun~ not to exceed 
S3S5,OOO. This request was withdrawn at the hearing because or 
Vandenberg's impending merger with Park Wa.ter Company. 
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On Oct.o'ber 3, 1972, Vandenberg amended its application to 
supply additional factual data. 
Hearing§ 

The staff's rePort on the results of operation of Vandenberg 
was issued on August 14, 197,' and public hearings were held before 
~mjner Boneysteele at Vandenberg Village on August 2S and .29, 1m. 
Transcripts were filed September 25 and 26, 1973. 
Service Area and Water System 

V~denberg's service area consists of Vandenberg Village, 
an unincorporated comm'D~ty in Santa Barbara County, located approx­
imately three miles north of the city of Lompoc. The service area 
is principally residential in character, and covers approximately 
1,500 acres. As of December 31, 1972, there were approximately 1,465 
active service connections, all of which were metered. 

Water supply for the system is provided from three wells, 
two of which are located near the southern edge of the service area, 
and the third in the northern hal! of the service area. A ;00,000-
gallon storage tank is installed at each well site, together With 
cooster pumps as required to deliver the water throughout the system. 
An additional small booster pump has been installed near the north­
east corner of the System to provide pressure for this portion of 
the service area. 

Wa.ter is Pumped 1"rom the wells into· grou..."'ld level storage 
tanks and then pWllped into the system from these tanks by booster 
p~s. The System is operated as three separate subsystems with 
water from Well No. 1 serving the southwest portion of the service 
3rea, ".'lell No. :3 serving the northwest portion, and Well No. 2 
serving ~he northeast portion. Manually operated valves between 
the booster discharge lines at Wells No. 1 and J and a check valve 
at Well No. 2 allow the system to be served by any two· of the three 
wells in the event that one or the wells has to be shut down. 
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At the present time, water treatment consists of chlorina­
tio~ to prevent bacteria growth. While the water so tre~ted is sate 
for human consumption and has been approved by the State Departmen~ 
of Health, the water contains excessive amounts of iron, manganes~, 
and hydrogen sull'ide. To improve the quality o£ the water, Vanden­
berg is considering the installation of greensand filtration plants 
to filter all water being supplied. 
As~ociated Companies 

Vandenberg Disposa.l Company: The Vandenberg Disposal 
Company is a privately o-..rned sewer company under the Co:mmission' $ 

jurisdiction which serves the same service area and is controlled 
by the same Board or Directors as Vandenberg Utilities Company. 
Accounting, billing, collecting, and operation of the Disposal 
Company are performed by the same personnel using the SaD'1e £3.cil1 ties 
as for the Vandenberg Utilities Company. Labor costs are assigned 
to either the disposal company or the water company on the basis of 
time card records, and the costs ot purchased items· are assigned to 
the company for which items were purchasod. Common c.osts are 
allocated between the disposal company and water company in propor­
tion to use made of the facilities. 

Park Water Company: Henry H. W'.o.eeler, Jr., president or 
Vandenberg Utilities Company, is also president of Park Water Company 
(Park) :which operates in Los Angeles and San Bernardino Counties 
under the jurisdict.ion or the Coxr;;mission. Operations of the two water 
companies have been completely separate, with the exception that,from 
time to time, material and s~pplies were purchased f~om each other. 

Henry H. Wheeler, Jr., is the majority stockholder of all 
three companies. The stock o'Wnership or the three aff11ia'tes is. 
shown in the follOwing table: 
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Percentage 
Shares, of 

~ Outstanding Ownership 
~andenber~ Utilities Co~anI 

S3.61~ Henry H. Wheeler, Jr. 

~ George A. Bj orklund 16.~ Total 5 5 lOO.(J 
Vandenberg DisEosa1 Co~anI 

83'.33~ Henry H. Wheeler, Jr. 500 
George A. Bjorklund 100 16.6~ Total 600 100.0 (J 

Park Water COmpynI 
62.5CY% Henry H. Whee er, Jr. 16,9S3 

Title Ins. & Trust Co. 
(Under Will or Helen Mae 

!63:~ 
Wheeler) 

~~:f~ Total 

By Decision No. el~9l dated September 14, 1m in Applica­
tion No. 54231, Vandenberg Utilities Company and Vandenberg Disposal 
Company were au.thorized to merge into Park Water Company and Park 

was au.thorized to issue a promissory note of an amount not exceeding 
$1,300,000. Park was directed, not less than five days before the 
date of actual merger, to file a notice of adoption of the tariff 
schedules then in effect for Vandenberg Utilities Company and Vanden­
berg Disposal Company. The e£:f'ective c.ate ot the notice of adoption 
is to be concurrent with the date of actual date of merger. ~e 
notice of adoption has not been filed and it can be presumed that 
Park and Vandenberg are awaiting the outcome of this rate case so' 
that Park could receive the benefit of any increase that might be 
granted. 

At the request of the staff, Application No .. 542.3l and the 
file associated With that proceeding were incorporated into, the 
record o:f' this application by reference. 
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SERVICE AND WATER Q.UAL!TY 

Records of the COmmission indicate that? from January 1? 
1970 to June ~O, 1973, only two inf'ormal complaints hael. been riled. 
with the Commiss·~on. Both complaints were about high bills. The 
staff checked Vand<:::c.berg·:3 file and round additional complaints to 

the utility dealing 'With odor, iron, and manganese, and low pressUre .. 
" 

or the seven public witnesses who testifieel., :tour had 
complaints about water q,uality. !hcy seemed more concerned with 
hardnezs than with iron? manganese, and hydrogen sulfide. ~c 
w.::r.s much o?pocition to, and no positive support for, the pr~osed 
filter pla:t$. ' 

'lb.e District Engineer of the Water Sanitation Section o:t 

the State Department of Health, Albert L. Ellsworth, confirmed that 
the water purveyed by Vandenberg met the mandatory standards; of the 
Department of Health, but he also said that it did not meet 'the 
departmen t 's customer a.cceptance limits? which limits, are commonly. 
referred to as aesthetic standards.lI He said that Vandenberg has 
cooperated with the Dopartme~t of Health to the extent they could 
physically, but now the ¢,epartment has officially requested and 
recommended that Vandenberg install eqUipment to romove iron and 
oanganese, but not hardness.. The department has not, however, ordered 
that such filter plants be installed. 

11 The witness quoted what he said was Section 7020 of the 
Health and Safety Code. This code section deals 'With 
"Cemetery business; cemetery bUSinesses; cemetery purposes." 
Apparently, the quote was actually:trom Title 17, California 
Adminjstrative Code, Section 7020, Customer Acceptance 
Limits. 
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RATES 

Vandenberg's present rates for metered service are minimum 
charge type rates 'With quantity rates being the same for all meter 
sizes. Quantity rates presently in effect have been essentially un­
changed ~ince original rate filings were made in 1960 for General 
Metered Service and in 1963 for Limited Metered Irrigation, Service. 

As mentioned previously, Vandenberg proposed in the applica­
tion that rates for Schedule No.1, General Metered Service 'be 
increased in two steps, the second step to become effective when 
greensand filtration plants were placed in service to remove iron 
and manganese. 

At the hearing Vandenberg modified its request by proposing 
that a survey be taken to discover whether the customers prefer to' 

pay higher rates in order to cover the costs and return associated 
with the plants. 

Vandenberg proposed that the structure of the rates. be 
changed as follows: 

1 .. Rates for Schedule No. 1,.General Metered Service 
would be changed from minimum charge type rates. 
to a service charge type, and the overall level 
of rates would 'be increased. 

2. Rates would be increased for Schedule No. 3ML, 
Limited Metered Irrigation Service. 

). 

4. 

No changes would be made to Schedule No. 4,Private 
Fire Hydrant Service, Schedule No.. 4F,. Non-metered 
Fire Sprinkler Service, Schedule No.5, Public 
Fire Hydrant Service, and Schedule No.. 9CM, 
Construction and Other Temporary Metered Service. 
Schedule No. 9CF, Construction and Other Flat Rate 
Service would be cancelled and eliminated. Vanden­
berg states that it has the capability of metering 
all construction and other temporary service and 
has not provided service under this. schedule for 
the past several years. 
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The starf, while not agreeing ,to the overall level or rates 
proposed by Vandenberg, did not object to the service charge type 
structure proposed for the first step rates. It disagreed with 
Vandenberg over the structure of tbe proposed second step rates. 

Vandenberg Village DevelopI:lent Company (Development Company), 
a subsidiary of Utah Construction and Mining Company, presented a 
letter protesting the increase proposed for Schedule No. :3ML, , 
Limited Irrigation Service. The representative of the Development 
Company did not wish to testify so the examiner read the letter 
in~o the record as a statement. 

REVENUE REQUIREMENT 

O\·e~all Estimated Results 
Vandenberg's. operational results and financial requirements 

have been analyzed by Vandenborg's witness, Daniel M. Conway of Brown 
and Caldwell, consulting engineers, and also by Raymond' Charvez, 
Public Utility Financial Examiner, and David Brown, Assistant 
Utilities Engineer, of the Commission starr •. 

The differences between Vandenberg and staff analyses are 
shown intbe follOWing table: 
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RESULTS OF OPERATIONS AT PRESENT RATES 

Vandenberg 

1212 EstimAtAd 

Operating Revenues $l84,890 
Operating Expenses l69,45O 
Taxes &"'ed. on Income 300 
Net Reverra.e 15,l4O 
Rate ~e 490,190 
Ret!.l:S.zed. Rate or IWcurn 3.09% 

1212 Est1rM.te<i 

Operating Revenue: $191,710 
Operating Expen~e3 l7S,lJO 
Taxes Bazed on Income 120 
Net Revenue lJ,460 
Ratt.l ~e 4$9,l80 
Realized. Rate of Ret\lX'n 2.75% 

(Red Figure) 

Ettect on 
Rate or 

Staff Difference Return 

$184,900 
l56,loo 

3,800 
25,000 

467,000 
5.35% 

$19l,lOO 
l59,8oo 

4,600 
26,700 

465,000 
5.7/.$ 

(10) 
$13,3$0 

(3,500) 
(9,860) , 
23,190 

(2.26)% 

$ 610 
l8,330 
(4,400) 

(13,240) 
24,180 

(2'.99)% 

(2.72)% 
O.7l 

(2 .. 0l) 
(0.25) 
(2.26)% 

0.12% 
(3.75) 
0.92' 

(2.71) 
(0.28) 
(2.99)% 

It can be seen from comparing tbe realized rates of return 
that Vandenberg predicts that the rate or return will decline by 

0.34 percent between the two test years. The statf analysis, on the 
other hand, indicates' that the rate or return is improving by 0~)9 

percent between the two test years. 'l'he divergence between the two 
trends in rate or return amounts to almost 3/4 of a percent .. .. 

Revenue ~stimates are not an issue. At the hearing, Vanden-
berg's witness, Mr. Conway, conceded. that he had made an error in 
estimating 1973 revenues and concurred with the $191,100 forecast by 
the sta££. 
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Trends of expenses, and comparison expense estimates, are 
shown in, the following two tables: 

''!'REND OF EO?ENSE ESTIMATES A:! PRESENT RATES· 
YEARS 1972 AND 1973 ESTIMATED 

Vand(!)nberg Staff - Ratio Ratio 
1973 1m, 

1972 1973 to, 1972 19~ to, 
E?Cpens~ I't,P!n Est1:ma.t~d Est1tr.a.ted 1m Est~,m3.ted Estimated 1972 

P3.yr¢ll $:37)loo $:39)000 105.1% $:3:3,,:800 $",,800 100.00%' 

Power 36,910 38,,100 10,.2 39,,470 40,,740 10,.2-

Regulatory' 5,(,00 5,000 100.0 3,000 3)000 100.0 

Ad.miI'lietra.tive ~~~ 
Tra.n:lt. to PJ..:mt (2)700) (2,800) l03 .. 7 

Other Operating 
~e 43,,870 45,950 104..7 :3.5,630 36)260' 10l.8 

T~e:o; Other than 
on Ineome 19,4130 21,490 110.3 19,100 19,,300 101.0 

Depreeiation 27,090 28",590 105.5 27)800 ' 29,;00 106.1 

$169,4;0 $178,,130 1C$.1% $156,100 $1;9,,800 102.4% 
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COMPARISON OF EXPENSE ESTIMATES AT PRESENT RATES 

Payroll 
Power 
Regula.tory 
Admini,trative Expense 
Tr~!erred to Plant 

Other Operating ~e 
Tnxe~ Other Th3n Income 
Depred.a.tion 

Total :eq,enscs 

Payroll 
Power 
~gulatory 
Administrative Expens~ 

'l'rans!erred to Plant 
Other Opera.ting ~e 
Tax~ Other Than Income 
Dep~eia.tion 

TotoJ. Ex:pens~s 

Vt.t.nden~rg StAff 

1972 '&Itim:l.ted 

$37,100 $33,800 
36,910 39,470 
5,000 ;3,000 

43,~0 
(2,700) 
35,630 

19,kSO 19,100 
27·090 27.800 

$169,450 $156,100 

1972 E .. ~timAt~ 

$39,000 $33,SOO 
38:,100 40,740 

5,000 ;3,000 

(2,800) 
4;,950 36,260 
21,,490 19,,300 

_28.590 29.500 

$1781130 $159,800 

(Red. Figure) 

Difference 

$3,300 
(2,560) 
2,000 , 

2,700 
8,240 
~SO 

(710) 

$13,:350 

$5,200 
(2,640) 
2,000 

:2 SOC , . 

9,690 
2,l90 
(910) 

$lS1.3~0, 

U!eet on 
R3.te or 
~urn 

(0.67)% 
0.52 

(0 • .4l) 

(0.55) 
(1.68) 
(O.OS) 
O.lL 

(2.72)% 

(l.c6)% 
0.54 

(0.41) 

(0.57)' 
(1.98) 
(0.45) 

.18 

(3.75)% 

From the trend table it can be seen that Vandenberg 
predicted a 5.l percent increase in expenses, whereas the staff 
only predicted 2.4 percent. 

Part of the apparent difference is caused by the fact 
that the staff ~rolled back~ wage rates and electric power rates 
so that results £or 1972 reflected lm conditions. Tbe sta£'f 
recommended in Exhibit 4, that "no consideration be given to trend 
in rate of return in this proceeding." The staff engineer conceded, 
in ~uestioning by the examiner, that an upward trend in rate o£ return 
most likelywo~ld not actually occur. 
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The staff engineer's (Mr. Brown's) estimates were based on 
later information than Vandenberg's, and also the staff was able to 

correct several errors that they discovered in Vandenberg's figures. 
The staff amortized regulatory e~nse over five years, instead of 
three years as used by the utility. The staff also transferred 
$2,700 of expense to plant as capitalized overhead. 

The sta£f·s payroll estimate was derived mathe~t1cally 
as a "backout number", and did not give consideration to the actual 
number of employees required and their wage rates. 

The staff·s estimate of rate base was based on actual 
plant installed by Vandenberg in 1972 and on the 1973 budgeted 
amounts. 

None of the staff engineers' results were challenged by 
Vandenberg except for the estimate for payroll expense. Vandenberg's 
attorney suggested that the staff's estimate would require the 
elimination of one and a hal.f positions. The sta£f engineer, while 
not .. agreeing that payroll reductions would reqt.:.ire the elimination 
of employees, did not specify exactly how his projected payroll 
savings could be realized. 

The staff·s shOwing, except for the effects. of its payroll 
adjustment, appears reasonable and will be adopted. For. paj'ro11, 
we will adopt Vandenberg·s estimate of $39,000, and modify income 
and payroll taxes accordingly. 

Adopted operating expenses for the estimated year 197.3, 
without consideration o! costs aSSOCiated with the filter plants, 
are as follows: 

Payroll 
Power 
Regulatory 
Adm. Exp. Trans!. 
Other Operating Exp. 
Taxes Other than Income 
Depreciation 

Total 

(Red. Figure) 

-11-
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36,260 
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Adopted results of operations, with taxes based on income 
reflecting the adopted expenses, are: 

Operating Revenues 
Operating Expenses 
Taxes Based on Income 
Net Revenlle 
Rate Base' 
Realized Rate of Return 

$191,100 
167,560 

2',360 
21,180 

465,000 
4.55~ 

Because or the virtual total lack of support by the public 
for expanded treatment faeilities, we will not go through the 
apparently £Iltile process of considering the effects on results of 
operations or including the plant re~uiredror additional treatment .. 
Rate of Return 

Vandenberg's witness, in his report, Exhibit 1, determined' 
his recommended rate of return to be applied to rate ,base by assuming 
the addition of $350,000 or long term debt at 9 percent to its 
December 31, 1971 capital structure.. Choosing a 12 percent return 
on equity as reasonable, and Vandenberg's December 31~ 1971 capital 
ratios, he determined a 10 .. 72 percent rate of return as follows: 

Eq,ui't;y cost 
Embedded debt, cost 
New debt cost 

0.5906 x l2.0Qdfic 7.09% 
.0141 x 5.25, = 0.07 
.395~ x 9.00 = ).56 

10 .. 7~ 
'!b.e Vandenberg witness explained that, the figore of 12 

percent return on equity was chosen as, being in general agreement 
with a debt interest cost or 9 percent when considering the greater 
risk inherent in the equity investment. Another major cons1derat~on 
in choosing a return on equity of l2'pereent:. was t:.he return required 
to su.pport the 9 percent loan, both in terms of the risk being taken 
by the lender, and in terms or the cash flow required to amor-
tize the loan. The Witness, also testified that, in his opinion, 
~ 'r~asona'ble rate of return considering today's money market wou.ld,' 
be in ~he llt percent to 1l-3/4 percent range. 
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'!be staff's financial witness (Mr. Charvez) in the sta£f 
repor't, Exhibit 4, recommended an $.4 percent return on the staff 
rate base of $465,000 for 1973 estimated, excluding the proposed 
ril~er plant. He said that this would yield 8.5 percent on common 
equity. In arriving at this rate of r'eturn he considered capital 
structure, recently authorized rates or re~urn for California water 
utilities, quality of service, and refund obligations due on advances 
for construction. 

At the conclusion of the hearing Exhibit 3 was· received 
into evidence. '!his exhibit, prepared by Cass Stre1insld., Tre~urer 
of Park, indicated a pro forma composite cost of debt for Park of 
9.41 percent as of December 31, 1973-

In considering rate of return we must remember that rates 
are made for the future, and unless unforeseen events intervene 
Va.."'ldenberg will, in the near .future, become a part of the Park Water 
combine. Attraction of capital 'Will be to Park, not Vano.enberg. 
Fortunately, because of the staff's· initiative in obtaining the 
inclusion of Application No. 54231, by reference, into this record, 
we have the Park combine's pro forma. capit~ structure as of 
June ;0, 1m before us. as·: 

Common Equity 
Long Term Debt 

$5,536,941 
st1~,p.l ,r, 74 

From the exhibits attached to Application No. 54231. and 
Exhibits 1 and ; in 'th.i.s proceeding, we can reeonstruet the June 30, 
197) cost of o.eot as follows: 

Park Water Bonds due 5/1/90 $2,9l0,000 @ 9.S3~ 
Park Water Note due 12/12779 210,000 @ 8-.0~ 
Vandenberg Mortgage due 1975 1127'72 Q $.25% 

$:3 , l~l. 773 
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By Decision No. Sl891 dated September 14, 1973 in Application 
',No. 54231, Park was authorized to issue a note in a principal amount 

not exceeding $l,300,000 at S~ percent, with a maturity of 25 years and 
a. 3 percent s~~ing fund. This note would bring the pro forma 
composite cost of debt of the Park Water combine to 9.41 percent, the 
same cost of debt as derived in Exhibit 3. 

Considering the issuance or the authorized $l,300,000 note, 
the Park combine's pro forma capital structure as of June 30, 1973 
would have been: 

Common Equity 
Long Term De O't 

Total 

5;.S~ 
~­
IOo.O% 

Vandenberg's principal witness, Mr. Conway, presented, as 
Exhibit 2, a study of the opttmum capital structure for the lowest 
overall cost of money, including income tax. He concluaed that, under 
his ass'Umptions, the lowest cost or money, including th.e income tax 
effect, would be 13.50 percent, at a debt to equity ratio of 60 percent 
to 40 percent. At this ratiO, the rate on debt would be 9'., percent 
and the return on equity would be 13 percent. 

If we were to accept the pro forma cost of debt of 9.4l 
percent, and apply the requested 12.0 percent cost of equity to the 
capital ratios derived above, we would obt~in an overall cost of 
capital of 10.9 percent, as canpared to the 10~72 percent proposed 
by Vandenberg. 

-14-



We will adopt as reasonable the combined capital structure 
and the related 9.41 percent cost applicable to the debt or the merged 
companies. We view a 12 percent return on common equity as excessive 
in this instance, particularly in light of the strong c~on equity 
position, which will constitute approximately 56 percent of' total 
capital after the merger. But we cannot accept as reas~nable the 8., 
percent earnings allowance for common ~quity urged by the staff £or 
Vandenberg on a pre-merger basis. 

After considering the matter, we find that a rate of return 
of 9.5 percent applied to the adopted rate base will produce a return 
of 9.57 percent on c~on equity. Such returns are reasonable for the 
future. 

ADOPTED RESULTS 

Based on the above, we will find that Vandenberg is entitled 
to an increase in gross revenues of $32,040, or 16.8 perccn~, for the 
year 1973 estimated, instead of the $64,SOO'that, aC~Ording to the 
staff, the proposed rates· would yield. The adopted results are 
summarized in the follOwing tabulation: 

-15-



A. 53609 ek 

SUMMARY OF EARNINGS 
TEST YEAR. 1973 

AT' ADOPTED RATES 

OperatiD.g R.evenues 

Operating Expenses 
Taxes Based on Income 
Net Revenue 
Rate Base 
Realized Rate of Return 

$223,140 
167,560 
11,410 
44,170: 

465,000 
9.50% 

We will adopt the service charge type rates as reasonably 
representing the cost to serve. ~ considering the protest of the 
Development: Company, we see no reason why irrigation service should 
not also bear its proper share of the cost of the utility service. 

In view of the marked lack of support for additional 
treatment facilities supported by higher :oates, we will not authorize 
step two ~ates. Should Vandenberg wish, as a result of a customer 
survey that it proposed at the bearing» to proceed with the con­
struction of such plant, it may file a supplement:al application 1n 
this proceeding. 

In the absence of additional treatment facilities we will 
expect Vendenberg to strive diligently to provide the best service 
possible, t:nder the circumstances, and to pay particular attention 
to the problems of hydrogen sulfide and odor. 

OTHER STAFF RECOMMENI>ATIONS 

The staff, in addition to other recommendations alre3dy 
discussed, suggests that Vandenberg be ordered to refund $238,500 
in accrued unpaid refunds due on advances for construction. The 
staff did not, in its direct showing, suggest where the cash to make 
these refunds was to come from, espec:La.lly at the staff's recommended 
rate of return of 8.4 percent, nor did the staff aejust rate base to 
reflect the effect of making these refundS. Since advances for 
construction are a rate base deduction, the refund of $238,500 would 
increase ra.te ba.se by a corresponding amount, and increase revenue 
requirement proportionally. 
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.. 
1he staff also recommended that Vand.enberg be ordered .to 

use the straight-line remaining life depreciation rates used in 
Vandenb~rg's results of operations report, Exhibit 1, amended to 

reflect starf adjustments. 

A third staff recommendation was that Vandenberg be ordered 
to make acc?llnting adjustments, as proposed by the stai!, to Vanden­
berg's 'books of account. 

In the absence of a more definitive showing by the staff, 
we will not order the 'recommended refunds. Vandenberg's creditors 
are undoubtedly aware of the remedies that they may invoke to enf'orce 
their rights and evidently they have not felt it desirable to do so. 
We also Will not order the changes in depreciation rates. The sta££, 
tbro~gh the periodic reviews inherent in the remaining lire depre­
ciation process, can certainly secure any needed revisions without 
assistance of a iormal order. 

The starf recommendation concerning accounting adjustmen~~ 
has merit. The staff has d:5.scovered unrecorded retirements and 

errors of allocation. These should be corrected and we will so 
orde::- .. 
Find:ngs and Conclusion 

1. Vandenberg Utilities Company is in need of additional 
revenues, but the proposed rates set forth in the application are 
excessive. 

2. The e~timates of revenues, expenses, taxes, and rate base 
adopted herein for the test year 1973 reasonably indicate the results 
of Vandenberg's operations for the future. 

3. A retu.-n on that portion or common equity applicable to 

utility operations of 9 .. S7 percen~ .and a 9.5 percent rate of return 
on the adopted rate base are reasonable. 

4. The increases in rates and Charges autborized herein are 
justified; the rates and charges authorized herein are reasonable; 

. and the present rates and charges, insofar as they differ from ,those 
pr~seribed herein, are for the future unjust and unreasonable. 

-17-
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5. Tb.e increase in gross r(!vcnues is $32,040. 
6. Schedule No. 9CF, Construction and Other Flat Rate 

Service, should be cancelled. 
7. Vandenberg should revise its books of' account to reflect 

the ztaff' adjustments shown in Tables II-A and II-B of Exhibit 4. 
The CO~$sion concludes that the application should be 

granted to the extent set forth in the order which follows. 

ORDER .... --_-... 
IT IS ORDERED that: 

1. Af'ter the effective date of' this order, Vandenberg Utilities 
Company is authorized to file' the revised rate schedules and rules 
attached to this order as Appendix A, and concurrently to withdraw 
and cancel presently effective Schedule No.1, General Metered 
Service, Schedule No. 3ML, Limited Metered Irrigation Service,·and 
Schedule No. 9CF, Construction and Other Temporary Flat Rate Service. 
Such filing shall comply with ~"'nera.l Order No. 96-A. The eff~etive 
date of the revised rules and rate schedules shall be four daysaf'ter 
the date of filing. The revised rules and rate schedules shall apply 
only to service rendered on and after the effective date thereof. 

2. Vandenberg Utilities Company shall make appropriate entries 
to its books of account to reflect the adjustments recommended by 
the staff' in Tables II-A and II-B of' Exhibit 4, and shall, within 

-lS-
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thirty days after the effective date or this order, rile 'With the 
Commission a copy of each journal entry used to record the adjust­
:nent. 

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

(.oA_ Francl.seo Dated at ___ ~ ________ , California, this 19 f-t..; 
day or MARCH , 1974 •. 

-19-
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APPUCABIt!T'l 

APPENDIX A 
Page 1 or 2 

Sched.ule No. 1 

Applicable to general motered ~ter service. 

TERRITORY 

(T) 

Vandenberg Village and vicinity, three miles north ot Lompoc, (T) 
Santa Bar'oa.:ra. County. (T) 

RATES 

Service Charge: 

For 5/8 x 3/4-inch meter .....•.................... 
For 3/4-inch meter .......................... 
For l-inch meter 
For l~ineh meter 

.......................... 

..............•........... 
For 2-inch meter .....•.................... 
For 3-inch meter .•................... ~ .... 
For 4-inch meter ••.••.•.•.............•... 
For 6-inchmeter .......................... 
For B-inch meter .......................... 
For 10-inch ~er .•........................ 

Quantity Ra.te~: 

First 2,;00 cu.1't., per 100 cu.!t. 
Over 2,;00 cu.tt., per 100 cu.!t. 

. .............. . ... ' ............ . 
The Service Charge ie applicable to all 
general metered ~ervice. It is 4 readines~­
to-serve charge to which is added the charge, 
computed at the Quantity Rates, tor ~ter 
~ed. d.uring the month. 

Por, Meter 
Per'Month' 

$ 3.00 
3.30 
4.50 
6.00 
8.00 

15.00 
20.00 
34.00 
;0.00 
62.00 

$0.270' 
0.204 

(c) 

(C) 
(N) 

(I) 
(C) 
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APPENDIX A 
Pa.ge 2 o! 2 

Schedule No. 3MI. 

LooTEIl METERED IRRIGATION" SERVICE 

APPUCABn.!TY 

Appliea.ble to measured irrigation service. 

TERRITORY 

Vandenberg Village Country Club Col! Couroe. 

RA'l'ES 

Quantity Rate: 

For all 'Wa.ter delivered, per 100 cu.1"t.. . ...... . 
l'dnim~ Charge: 

For all meter sizes .....•.•.............. ~ ..... . 
The Minimum Charge will entitle the CU3tomer 
to the ~uanti ty of Wlter which that minimum 
charge will purchAse at the Quantity Rate. 

SPECIAL CONDITIONS 

Por Meter 
Per 'Month 

$0 .. 1$ 

$100.00 

1. Service mld.er th1:: schedw.e is limited to 'Wa.ter tor irrigation 
of Vandenberg Village Country Club Colt Co~. 

(T) "" 

('1') 

(I) 

2. All \>later taken 'IJl'lder this s~ue w1ll be taken between the (N) 
hour~ of e P.M. and 7 A.M. the !ollow'~g dar unless authorized for other 1 
period~ or tilne by the Vandenberg Villa.ge Divii5ion Service M.a.na.ger.. eN) 

:3. Service under this ::schedule w".!.ll be subject to 1nte%"%'Upt1on or (T) 
a. reduced delivery' ra.te ~ the utility determines that it will I 
interfere with service to other euol~~. ('1') 


