
Decision No. 80Z7l -------
BEFORE :HE PUBLIC 'OTn.ITIES COMMISSION OF THE· STAtE· OF CA.I..IFORNIA 

In the Ma.~ter of the Application of ) 
QUINCY WATER COMPANY for an Order 
Authorizing 4n Increase in Rates 
in six steps. 

OPINION -.,-----..-----..-' 

App-licat:i:on No-. 52730 
(Filed June 30) 19'71) 

Quincy Water Company, a family owned California corporation, 
seeks authority to fncrease rates for water service to appro~tely 

633 customers in and about the town of Quincy, Plumas Coun.ty. A sum:­
mary of this ap?lication and of the results of the staff inv~stigation 
thereof was sent to all customers as of February 2,. 1972. One 
customer commented on the requested rate increase. 
Service 

As set forth in the application and Commission staff report, 
dated December 9, 1971, hereby received as Exhibi.t No. 1,.1'0 19S5. the 
State D~t of Public Health issued a health permit to- Quincy 
Ws,te::- Co:npany. Subsequently, in. January 1970, the State DepaX'tment 
of Public Health notified' applicant that "it is necessary for all 

domestic water purveyors using surface sources to provide treatment 
i:lc1uding filtration and 'fail-safe' chlorination, and covered 
reservoirs to protect the quality of the filtered water". Conferences 
were held with personnel of the Bureau of Sa.nitary Engineering of the 

State Department of Public Health and on May 4, 1970 the Bureau 
notified applicant that it must proceed with a program of ~rovcments 
to eliminate the deficiencies in water quality protectio:l:.· .An 

engineering firm was engaged to prepare a study and a plan has been 
adopted.. A copy of the engineer's report is included. as Appendix A 
of the Revenue Requirement Study attached to- this ap?lica~ion as·· 
Exhibit C. 
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The engineering study reviews three alternative p.lans to 
meet t~ State Department of Public Health requirements. Each of the 
three plans call for taking. the existing open reservoirs out of 
service and replacing them with two steel tanks. Plan No.3 has been 

adopted as the most desirable. Under this plan applicant will 
discontinue the use of surface water,. drill two- new 'Wells and construct 
facilities to deliver the water to the system. As .an. initial 
step applicant will iucrease the capacity of its pumpinganQ d'istri­
butien facilities in an attempt to obtain its total requirements from 
the two existing wells and will keep records designed to determine 
the safe ax.nual yield of the ground water basin.. If,. after two years 
of operation, the safe annual yield prO".res to be less than adequate 
to meet the requirements of service, it will be necessary to transfer 
to Plan No.2. This plan prOV'ides for the use of the two- existing 
wells and construction of a 450 gpm treatment plant and appurtenances 

to permit the use of the surface water supply. 
Applicant requests approval of the proposed tmprovement 

plans.. The staff did not make a recotmnendation on the proposed plans 
other than to state that applicant is responsible to- its customers. to 
provide water as requi=ed,. using presently available- sources until 
altern.;:.te sources can be made available and that applicant should· 
comply with the requirements of General Order No~ 103. 
Rates 

Applicant requests a 22.35 percent increase in rates 
designed to produce a ntne percent return on the 1970 adjusted rate . 
base. Applicant also requests authority to further increase its rates 
in stages as each phase of the improvement p:cogram is completed. 
Applicant desires ~o be assured ~hae rates ~ effect at the time the 
entire improvement program is completed will provide a reasonable 
rat~ of return on the then existing rate base. The request for rates 
hereil:. ie bescd upon the =evenue requirements developed for the 
moei:ied yea: 1970 plus the additional :evenue requirements ;~ the 
form of operating expenses and fixed charges,. including a return ··en 
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rate base~ due to the improvement program. Applicant proposes to 
submit reports of completion and the costs of construction following 
the completion of each phase.. In the event that construetion:costs 
are subst~tially greater or less than the est~te, adjustments would 
be made in the estimated revenue requirements at that point· in order 
that the rate increase will conform to the change in revenue require­
ments due to the improvement program. Based upon the estimated costs 
of each phase of construction~ rate increases required presently and 
following completion of each phase will be as follows: a 22.35 percent 
increase in rates is needed to meet the revenue requirements of 1970, 
and rates for service for the period' following 1970 will be increased 
by the ratio of the sum of the modified 1970 revenue requirements plus 
revenue requirements due to the improvement program, to the modified 
1970 revenue requirements at the time each phase of the improvement 
program is e0m?leted. Rates designed to meet these requirements are 
compared with present rates in the follOWing tables: 

~el"a.l }~etered Servi-ee-

Ee~· Mp~~ Ec~ ~Dr~~ DQll~t~ 
-'P!-Ql:1:Qa~d. R:l:t~~ 

Im:QJ:ovem~n.t Il:Qe::cam ~ I~~:i 
Modif:i.ed Pl:m.No. 

Present Year Plan No. J 3'+ Z .' Descri;etiol:; R.;;tos 1970 First SeeOr:.d Th:i.m Fourth Fif'th Th~rd 
Qcr:;.ntity RaT.es:' 
Fl.r:;t. 600 cu..!t:. 
or lees 

Next l,?1.CO cu.tt. 
3.50 4.2'8 5.20 5.34 5.70 6.ll 6.65 6.82 

per 100 eu.f't .. .30 .37 .4S .46 49 ... ·· .5:3' ~58 .59·. . . 
Next 3~OOO CU..1't. . . 
~lOO cu.tt. .23 • zs .. 34 .3$;:":· ... 37 .40 .lJk .45 Over 5,? 000 eu.£t. 
:per 100 eu.!'t. .17 .2l .26 .. 27 .29· .31. .34 .3> 
~ Cb.olrge: 

Fw: S/8 x 31'..:.-iuc!l 
meter 3.50 4.28 5.20 5.3k $.70 6.ll 6.65 6.82: For 3Jt-ineh z::eter 5.00 6.12 7.4l.!. 7.64 8.16 8.74 9.s~ 9'.76 For 1-incll J:leter 7.00 8 .. 56 10.41 10 .. 69 ll .. 41· 12'.22 13.30 13 .. 66 Fo-: 1S-il:c:h meter 10';' 00 12.2h 14.88 l5.29 l6.3< l7.49 19· .. 04 19-54 F'c:t" 2-inch ltctcr 15.00 18.35 22 .. 3l 22.92 24.47 26.22 28.;4 29.29 Ff:1r 3-inch n:~ter 25.00 30.59 37.19 38.20 40.78 43~70 47 .. 58 48 .. 82 Por 4-ineh meter l.J.o.oo 4~.94 59.50 61.12' 65.25 69 .. 92 76.1.2 78~ll 

P~-eent Ea't-es Inereased 22 .. 35 21 .. 58 2.73 6 .. 75 7.J$ 8.87 27080 
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Residential Flat Rate. Service 

Per Service Connection Per Month .Dollar:s 
:: Proposed. Rates 

Modified 
P%-e:ent Year 

Improvement Progrmn. Years. 
. . Plan No. 

PlAn No.3 3 +2 
Description Rates 1970 First Second· Third Fourth Fif'thThird 

Rat~ 
For ~Leh 3ingle tamily 
%'esid.~m.ce inelud.in,g 
~3~ hav:tng an 
area. 01": 
4,,000 sct.J."t... 0:" 1es:s. 3.75 4.SS 5.57 5.72 6.l1 6.55 7 .. l3, 7.~ 4,,001 - 7,000 ~.f't. 4.00 4.89 5.95 6.ll 6.52 6.99 7 .. 61 7.80' 7,,001 - 10,000 sq.tt. 4.50 5.50 6.69 6.~ 7.33 7.85 8.55 e.7B' 

lO,ool - 15,000 ~..tt.. 4.75 5.81 7.06 7.25, 7.74 8.29 . 9.03' 9.Z*t Over 15,000 sq.tt.. 5.00 6.12 7.44 7 .. 64 S .. 16 8.74- 9'.52 9.76· 
Fo~ each ;).ddition.a.l 
~identi3.l unit. served 
through the ~e 
service connection 3.00 3.67 4.46 4.58 4 .. 89 5.24 $.70. 5~85 

Pe.""'Cent r~tes increased 22.35 2l.5S 2.7.3 6.75 7.15 S.S7 27.,80 

School Mod Courthouse Fla.t Rate Service 

naSeription 

Rate::> 
Quincy Elementaxy School 
P1~ Cot:nty High School 
Pl\mla.S Unified. School 
District 01"fice:r. 

Pl-umas County Courthouse 

Percent Rates Inerea.s.ed. 

Per Service Connection Per Month 1 . Dol~ 
Prnl'Qsed. Rats::, 

MOdified 
Present Ye~ 

Rates 1970 First 

34.00 41 •. 60 50. sa-
110 .. 00 JJ4.59 163 .. 63 

19.00 23.2k. 2$ .. 2$ 
70.00 85.65 104.10 

22.35 2l.;e 

!mprnyemenolj Prot:1"Ml, Ieam. 
,. P1an~ . 

Plan N,2,. 3 ...:2 +2 
Second Third Fourth Fifth Third 

51 .. 96 5$.47 59'.44 64.71 ,66-40' 
168.l0 179'.4$ 192'~28. 209' .. 33 214.83 

., 

29~C2 30.98 33.20 36.1.4" :3'7';.09 
106.97 114.19 l22.35- 133,.20136.71' 

2.73· 6.75- 7~15' 8.87' 27.80 
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Prlvat.C'! Fire Protection Service and public Fire Hydrant. Servico 

Proposed Rate!;>!f OoJ.J;.a.rs 
Improvement Progrrum;Years 

ModifiGd 
Pre'~nt. Ie3.%" 

FlanNa. 
Plp..,n No. 2 ;:+ Z 

!zpe of Service and Rates Rate~ 1970 First Second Third. Fourth Firth Third' 

Private 'Fi!'e ProtE\etion 
Service 

~t~, Per ~~nth= 
For Each !nell or 
Diameter or Service 
Co:'lneetion 1.75 2.14 2.60' 2.67 3.32 . 3.41 

Public Fi:-e Hydrant 
::iervice 

~t.e~ .. Per Month: 

Por j~ch Hydr~~t 1.15 2.14 2.60 2.67 2.85 3.05 2.32 3·.41 
Percent. Ra.t~ In~od 22.35 21.5? 2.73' 6.75 7.15 S.S7 21.80 .. 

Res~1ts of Qreraticn 
The following table c~pares· the results of operation 

estimated by applie:nt and the staff in the test year 1970, ~der 
presect: and p::'oposed r<ltes and sets forth the stuf es·timates for the 
'test year 1971: 

. . 
: 
: 

::tem 
Operating Revenues 
Deductions 
Operating ~es 
Depreciation Expense 
Taxes Other Th.an on Income 
Taxes on Income 

Tot.s.l Ded.uetiOll!! 

Net Revenue 
Average Depreciated Rate Base 

Rate of Return 

SUMtI.ARY OF EARNINCS 

: rAm~Y Stnff : 
:-1270 Adj~st.ed : 1970 Adjusted : 1971 Estimated : 
:?resent:Proposed:Present:Co.Prop.:Present:Co.PrQp.: 
: Rates R.'l.tes : Rates : Rates ~ Rgte~ ~. Rates : 

25,392 25,392 2:3,960 2:3,960 24,.780 24,780 
4,826 4,826 4,000 4,.000 4,100 4,100 . 
4,584 4,5S4 :3,900 3,900 4>000 4.,,000 

2°2 2~:Z4S 1..12(,0 2~:Z20 1~:220 ~~:Z40 
35·,304 ')7,.550 33,220' 3$,580 34,200 ') ·,620. 

1,327 7,270 ;,280 ll,.540 ;,200 ll,$SO 

80,.776 80,776 . 80,000 80,000' 81,400 811.400 
1~64% 9.~ 6.60% 14.42%" 6.39% 14 .. 23% 
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After reviewing the staff report on its tavestigation of 
this application~ applicant informally indicated its willingness that 
the matter be decided without a hearing. Thereafter" applicant sent 
a summary of tbe applicant's request and the results of the staff 
investigation thereon to each customer~ invittng customers to commu­
nicate their views to the Commission. One customer commented adversely 

on the establishment of rates for each of the next five years depen­
dent upon the proposed improvement program. 

We shall adopt the staff revenues, expenses and rate base 
for the test year 1971 for the purposes of this proceedfQg. We will 
authorize increased rates based on the test year 19'71, but we will . 
not authorize staged increases in rates.. It is premature to es·tablish 
at this time rates to. be charged after each of the five phases of 
improvement ~ supply. We will not indicate approval~ or disapproval, 
of the proposed improvement plans.. This record is not adequate~ nor 
is it appropriate, for the Commission to relieve management of its 
responsibility ~ and risks, of making such decisions as may be required 

to provide its customers with water at reasonable rates. However , 

the Commission is concerned with the adequacy and quality of applicants 

water supp:ly ~ and may authorize such future rate adjustments as 
a.pplicant demonstrates are based on efficient· operations and prudent 
investment. 

Ap?licar..t requests rates which would yield .:l rate of return 
of 9 percent in the test year 1970 on the average depreciated rate 
base.. The staff recommends that a rate of return of 8 percent be 
established as reasonable for this utility. As of December 3-1,. 1970, 
applicant was ftnanced wholly by equity capital. We find reasonable 
a rate of r.~turn of 8 percent for the purpose of this. proceedtng. No, 
allowance ~lll be made for slippage fn the rate of return under the 
circumstances of this proceeding .. 
Findings and Conclus.ions 

the Commission finds that: 
1. Applicant is in need of additional revenues. 
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2. the staff est1nu;ttes. of operating revenues, operating ex­
penses and rate base for the test year 1971 reasonably represent the 
results of applicant's future operations and are hereby adopted. 

3. A rate of return of 8.0 percent on the adopted rate'base is 
reasonable for this small ~ter utility. 

4. The increases in rates and charges authorized herein are 
jl.!Stified; the rates and charges authorized herein are reasonable; 
the present rates and charges, insofar as they differ from those 
prescribed herein~ are for the future unjust and unreasonable. 

5. Staff recommendations contained in Exhibit N~. 1 on revision 
of system maps, depreciation rates~ quality of water and adjustment 
of books of account are reasonable. 

6. A public hearing is not necessary. 
The Commission concludes that the application should be 

granted as set fo=th in the order which follows and that applicant 
should be required to take the actions set forth therein. 

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

1. After the effective date of this order, Quincy Water Company, 
Inc. is authorized to file the revised rate schedules attached' to 
this order as Appendix A. Such filing shall comply with. General Order 
No. 96-A. The effective date of the revised' schedules' shall be four 
days,a£ter the date of filing. The revised schedules shall apply 
only to service re~dered on and after the effective date thereof. 

2. Within ninety days after the effective date of this order~ 
applicant shall file with the Commission two copies of a rev:t.sed· 
system map as required by paragraph I.lO.a .. of Gener.al Order No,. 103. 
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3.. Begi:oning with the year 1971, applicant shall apply the 
individual plant account depreciation rates set forth tn Ta~le 3-A of 
Exhibit No.. 1 in this proceeding, until review indicates' otherwise' .. 
Ap~licant shall review its future depreciation rates at intervals of 
five years and whenev'er a major change in depreciable plant occurs. 
'!be results of each review shall be submitted promptly to- the 
Comm.issiou for review. 

4.. Applicant shall comply with the requirements of General 
Order No. 103 regarding quality of water. 

5.. Applicant shall adjust its books to reflect the staff 
adjusted balances for utility plant, reserve for depreciation, con­
tributions in aid of con.s~ruet:ion, materials and supplies., as of 
December 31, 1970,. as set fo::th on page 4 of Exhibit No.1 in this 
proceeding. 

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

Lo ' Calif i hi ~./rflJ" ..:I_y S Ange.cs, . om a, t s·· /A' ~ 
~---

DateduAt 
J LY of _______ , 1972. 
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APPENDIX A 
Page 1 ot 6 

Schedule No. 1 

APPLICABILITY 

ApPlicable to all metere~ water service. 

RATES 

Quant1t,. Rates. 

First 600 cu. ft. or less. .. • .. .. .. .. 
Next 1,.400 cu. ft • ., per 100 cu .. ft .... 
Next 3,,000 cu. ft.) per 100 cu .. ft • .... 
Ov'er 5.,000 cu. ft .. ) per 100 cu. ft. 

Minimum Cb3.rge: 

For 5/s x :3/4-inch meter .. • • 
For 3/4-inch meter. .. .... 
For l-inch meter . .. • . _ 
For l~inch meter • .. .. . .. 
For 2-inch meter • .. 
For :3-inch meter • 
For 4-inch. meter • • .. .. fa • 

Per Meter 
Pel" Month 

$ 3.66 (t). 
.31 
.24 
.1S 

3.66 
5.23 
7.:3:3 

10.47 
15.70 
26 .. 17 
41.88 ( )-

The Minimum Charge \dll entitle the customer 
to thcQ.uant1ty of water which that minimum 
charge w1ll purchase at the Quantity Ra.tes .. 
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APPUCABIUTY 

APPENDIX A 
Page 2 or 6 

Sehedule No. 2R 

RESTOENTIAt FLAT RATE SERVICE ____ Ell 

A~licable t.o all residential water service furnished on a flat 
:'a:t.e wis. " 

For each zingle tamily 
~idence includ!-~ premi~e$ 
Mov:Ulg an area of: 

4,,000 sq. ft. or les:i. 
4"ool - 7,,000 sq. ft. 
7"ool -10,,000 ~q. ft. 

lO,,001-15,,000 zer.o. ft. 
Over 15,,000 sq. !t. 

For each additional rc~iQen~ial 
unit. zerved through the same 
zervice connection • • • • • • • 

SPE~AI. CONDITIONS 

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

Pe:- Service- Connection' 
Per Month' 

,3.14 (:t) 

1. The above 1"l.:lt ra.tes apply to .l service connection not 
large:- than one inch in diameter.. ' 

2. Meters may be inStalled a.t option or utility or e~tomer 
tor above elas~itieations in which event service there~erwill 
be tu...'""ni~!'led o~ on the 'basis of SChedule No .. 1, General Metered 
Service. 
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APPENDIX A 
Page :3 or 6 

Schedule No.. :3 

SCHOOL ~ COURTHOUSE FLA T ~ .-SE;;;;;R;,;.;VI;,;:CE;,;;. 

AFPtICABn.Irr 

Applicable 'too 'Water service .furxU.~hod on a. 1"lat ra.te bMi~ to' 
publ:ie schoola-> pu'bl:ie school dist.rict offices and the Pl'IJmA.:I. County 
CourthoU$e. 

Quincy and vicinity~ Pl~ County. 

Per Service Connection 
Per Month 

For Qui.."ley Eleme~tary School ........... $ 3-;.60 (X) 
For Plu:na.s CountY' High School. .. • .. .. ... 11$.16 \ 
For Pl\1ma.:S Unified. School District Offices 19' .. 89 I 

For Pl~ County Courthouse. • • • .. .. .... 73.29 (I) 

SPECIAl.. COt-OITION 

Meters mt.Y' 'be inctwed at option of utility or customer for 
a.bove ~itica.tiono in which event ~ervice t.hereafter will 'be 
furmshed. only on t.he b~is of Schedule No.. 1... General Metered 
Service. 
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APPLICABIU"r! 

APPENDIX A 
Pa.ge 4. ot 6 

Schedule No. 4. 

PRIVATE ~ PROTECTION SERVrCE 

Applicable to- .:lll water_ service turnished. to privately o'Wned. 
tire :protection :Sy-3tem:5. 

RATE 

Quincy and. vicini ty ~ Pl\lZl1M Co\1nty .. 

Per Month 

For each inch or diameter or service connection... $l.83 (I) 

SPECIAl. CONDITIONS 

l. The fire protection ~ervice connection ~hall be :tn:5talled by 
the utihtyand. the co~t paid by the applicant. Such payment :shall 
not be ~ject to retund. 

2. The UIinim'um diameter tor tire protection service shall be to'lJ%' 
i."':I.ches;, and. the maximum diameter shall be not more than the diameter ot 
the main to which the :ervice is connocted. 

:3. It a di$trlbution main of adequate size to serve a. pr1 vate tire 
protection ~ystem in addition to all other normal service does not ex1~t 
in the street or alley adjacent to- the premises to be 3erved~ then a 
serv:,tce main !rom the nearest existing main or adequate capacity $hall 
'be installed by the utility and the cost paid- 'by the applicant. Such: 
payment shall. not be subject to ret\md. 

(Continued) 
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APPENDIX A 
Page 5 o! 6 

Schedule No. 4 

PRIVATE ~ 'PROTECTION SERVICE 

SPECIAL CONDITIONS - Contd. 

4. Service hereund.er .is for private fire protection system:5 to 
which no connections for other than fire protection purposes are 
a.llowed and which are regularly inspected. 'by the unde%"Wl"iters having. 
j'\Jrl~ction,. are in:rtalled according to specifications of the 'I.l:eillt::r,. 
and. are l:Iaintained to the ~atisf'aC'tion of t.he ut.ility_ The utility 
may install. the st.a.nd.ard. d.etector tYPe meter approved oy the Board. of 
Fire Underwriters. for protection aga.::l.nst theft,. leakc.ge" or ~te of 
wa.ter and. the cost paid by the c.:pplicant. Such payment shall not 'be 
suoject to retund. 

5. The utility will supply o~ ~uch water a.t such pressure 8.3 . 

::tJIJ.y be available from time to time &:I a result. o!its normal· opera.tion 
of the sy:s.t.em. <, 
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APPLICABILITY 

APP~"DIX A 
Page 6 ot 6 

Schedule No. 5 

PUBLIC ~ HYDRANT SERVICE 

e ,. 

Applicable to publie tire hydrant service to Pl'l.llMs County and 
other political subd:ivi"ions of the state. 

TERRITORY 

Quincy and vicinity .. Plum.a.s Collnty • 

. RA'l'E -
For eac:h hydr3nt . . .' . - . . ., - . . . . . . 

SPECIAL CONDmONS 

Per Month 

$1.·83 (I). 

1. The above rate includes use or water tor tire protection . 
and for no other plJ%'pOse. Quantities ot water delivered through 
!ire hydrants tor any other p~se will be e~t:SJna:t.ed or measured. 
and charges ....ul be :w.d.e at the monthly quanti-:y rates \lnder 
Sc:hedule No. 1". ~nera.l. Metered ~rvice. 

2.. Fire hydrant~ will be iwt.alled and ma.intai."led at the cost 
01' the fire proteet.ion agency. 

3. The utility "-'ill S\l.p~ only such water at such pressure as 
may be available from time to time M a re$w.t 01' its norm..'\l opera­
tion of the system. 


