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On Ju:t).e 20, 1972, the Commiss:ton issued its order o~ 
1nvestigatio'O. of Ceastau Electronics, Inc., a California eo:::poratiou, 
doing business as Fields 'Lauding Water Works,. In the order of, 
in.vesti3~tiou it was stated that its purpose was to determine "'A!lether 

the operations, rates, facUities, charges aud practices;J or. tmy of 
theo., of respondent are reasonable' and adeq,unte for thepurpos~ of 
rendetius, we.ter service to the public and whet:he= ehey should be 
modified .in any wll.Y by order of this CouI::D!ssion. 

After notice, publie bearings were held: before Exa~er 
Boneystee1e at EureIQ on August 1 end Zl' 197·2>- 3:lC!.:lt San ::~2tleiseo 
on AugtlSt 29:1 1972 .. 
Deser.i'Otien of System 

Respondent Coastair Bleet:ronics provides "~2.te= service. ;.n 
unincorporated areas south of Eureka, Rum.Ooldt Cocnty, I<no'W"n as ';. 
Se& View Y.&8:lo:' and Field.$ I.andi:o.gQo . 'there ar~ approxi.mately245. ' 
t!letered. a:le. 35 flat :t"ate serviees(O O:le of the. metc:ecl: ,c::toSt~s,. 
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King Salmon l".LUtual Water Company~. in turnsuppl1es water to. . 
approximately 80 of its own customers. There is little growth in 
'm!mber of eustomers at the present time. 

Water is obtained from springs and from purchases £rom 
Reynolds Water Company and from the Humboldt Comnnmity Services. 
Dist::ict. Prior to February 1972, the water ':lOW purchased from. the 
Dist:ri.<:t was obtained from. two wells within the service area., 'Ib,e 

well water had a high iron and ~anese coute::l.t and, was a source' 
of considerable customer dissatisfaction. A petition was circulated 
requestitlg that Humboldt Conmmity Services District water be made 
available to the area. 'Xb.e State Department of Public Health·, Bureau 
of Sanitaxy Engineer1ng;r also encouraged the utility to abandon i'CS 
wells and purc:ha.se water £rom the D1str:Lct. 
HiStory of Proceediug 

In February of 1972, Humboldt· Cormmmfty Services Dis·trict . 
completed a transmission main wh!eh r&D. past the Coas,tair Electronics', 

service area to College of the Redwoods. Prior to completion "of the 
line) Co.a.sta:i.r Electronics si$ned a contract with the District which: 
enabled Coastair Electronics to substitute h!gb.er quality District' 
'Wa'!:er for :he poor quali~ well supply 7' which bad supplied approxi
mately 80 percent of the utility t S requirements. The staff est:£mates 

that the T:Je.it couc.ection requires an additional yearlyexper:.d:tture of. 
about $16,000 for·purchased water less savings of $3:1500 on ptrCchased, 

power expense that was formerly required for pumpi:lg the, abandoned 
wells ... 

In February of 1972> Coastair's president approached the. . 
staff and requested a rata increase by -the Commissi.on' s advice letter 
procedure. After n~oe1atious between the staff and Co~stair'rs 
preSident, the staff recommended rates- tha~ would produ~e approx
i1::la::ely a 49 percent inerec;:se in :revenueso Notice was given of t...i.e 
increase and a number of customers protested to- the Cctnm.{s,s:!.on~ :::n 
May the Board of S'I.1perv:tsors of the Coonty of Humboldt requestcde· 
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hearl.D& on the proposed in~ease. The staff thereupou. recomme:ncted ··to 

the Commission that it open the sul>j ect iuvest:tgat:ton~' whiCh invest i
gation was ordered Otl. J'uue 20~ 1972. As meutioned abOve,the'order:of 

" , . 

fnvest1eationwas not confined to raees but also embraced'operations,' , . 

,facill.ties, .and' practices. 
Staff Report 

On. July l7 J 1972) the staff issued a brief report entitled . 
nStll'Xltl"3l:Y of Earc.iugsu. '!he' field :f.nve:;tigatioo. upon which the report . 
was based had been made in April of 1972 in connection with the· 4d'v.tee 
let:te:r :in~. The rates. %ccoa:r.oended by the staff ':o1ere those 
oriziDally proposed in the aborted advice letter procedure. A.' staff 
enzineer presented the report at the first day of hearirlg and it: was' 

received into evidence as Exhibit 1. 

'I'be following tabulation from the report cOClpares present· 
and staff proposed rates: 

Present and Staff Proposed P..ates 

:~----------------:"""'P~e~r~I't~e'rter~-o~r~se~ffi~~e~e-·'I"I'Pe~r~MO~n~B~:l.: 

:. _______ .....::I.:.tea1= _______ ..;:!-:15i';.::.:e;:::s;.::en::;:;t_ . .:.,: ...;Pr:.::.:;o:J:po:.;:;.,:s:,;:e;,;:;d;;..· .::;:-=In;.:cr=.;e;:;;a;:;;s:;,;;:e~· : 

Meter Ra=es 
Quantity Ra~' 

Fi:st 400 cu.ft.~ or less 
~~1,600 cu.fe.~ 100 per 
Next 3>000 cu.ft.~ per 100 
Over 5 7 000 cu.£t.~ per 100 

Min.i.:m:zm. Charges 
For a 5/3 x 3/4-ineh. meter 
For 3/4-1:nCb. meter 
For l-1ncb. lI:eter' 
:::"or 1-1/2-fnca me~er 
For 2-ineh meter 
For 3-inch m.e~er 
:;Oor 4-ineh meter 

Plat Rat:es 

•• .0 ••• 

ett.ft. 
cu.ft. 
ea..ft. 

....... ....... ....... ........ 
•••••• 
•••••• 
.00 ••• ' 

For a single-family resideneinl 
·\1t!.it· ....... 0.;. ..... _ .. ~. 00 ..... 0 .. 

For ·eacl:. additional unit on the 
~ p:emises ................. 

For eaeb. 100 sq.£t .. ·of prec:ises 
in excess of 6~OOC sq.ft.. .O.CH) 

.... 
-.:1-

$ 2.90 $-4.75 63.8%. 
.42 .63 50.0 
• 32 .46· 43:;..8" .•. 
.23 .32 ~9'.1· 

2.90 . 4.75 .. 63:.S.~ . 
3.85 6·.00 S'" 55 •.• 
5 .. 90 9' 00- . . . 5Z~5: 
8.00 12.00·. 50: .. 0" 

15.75 24.00 '52.4" 
26.25 40.00' 52.;4 
38~50 60.00 55.$ 

,.,. 

3.45 5 .. 20 50.7 

1.75 2.50 ',2' S· .... ... 
.04 ,,06 50',,0< 
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Bi.l,li.ns Comparison 

:'--------~CO~ns~l=II=lir~·t~i~on~-----------:~Pr~e~seu~t~:~Pi~o~p-o~s~ed~:-·~~~er~c-e~u~t-.. -: 
:_ .... R ....... an __ dr.=.ed_s-;....:;o~f_Q_ab:;;;;;.;i:.;:c;...F;:.;e::;:e:;,;:t::.lMo.:.=.:n::.;th=:.. __ ·=-: -:;Ra=te:::;,:8::,.· --::~. R:::::::~:=.:t::::e::::s:.-· --:' ::...:.::!n~cr~ea=s:::e;,;,.··.' : 

5/S x 3/4-1.:o.eh meter. 
o 

10 
15 
20 
30, 

100 

$ 2.90i 

5.42' 
1.52'" 
9.62 

'·12 82 ,. 
.30~12 

Xbe ;staff witness ~est:Lf1ed that seven large users, 
includ:tng Xing. Salmon Mutual, account for 75, percent of the 'water~ 
consumption of ~ system. !he allocation of the inc-rease to' :the ' 
varlOl$ blocks was done by judgment, allocating largest. incr~ses' 
to scallest users. 

Restrl.ts of operations as developed ,by the staff and, 
reflecting iucreased costs of purchased: water in 1972 'are 's'J?own 
below: , . 

. '!. 

:,----------------: ....... It:'''''''ec-o-r~d'f'''''e~dl''"'· -:..,E ... s~t...,1tDa-t~e-d\JIIII~--ear~ ..... 1..,.9""'7R'2': . 
• : Year : Present : .. l&oposed·:-
: ______ --:I:.::teIt=.. _______ ·:.... _.:.19~7w:l:..-~: ......::::Ra:!!t.::es=::n~' _' .:;.: _' .~' R.a=:.::te::::s~. ,~,:., _' : 

Opera'd.:o.& Revenues 

Cper::lt:i.n~ ~es 
~a1:l..1lg~interJ.a:lce .Expenses 
Depreciation 
Property Taxes 
Other Taxes 
Income. Taxes, 

. ~o~l'Expenses 
Net Operating Revenues 
AVel:'age~te Base' 
Rs.te of Return 

$; 29,764 '$: 31,OOO'$·:~6~20()' .. ' . 

22'~690 
5~301 

112" 
1~223·. 

'100" 
30~m, 

~):' 
106 '000" ) 

Los's' . 

(R'ad Figure) 

-4-



c. 9SS4 ele 

. , 
"', 

...... 
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For the estimated xevenues for 1~72 the st:affassumed tba.: a11,280 
customers were me=ered. Zae $960 for :income taxes at staff proposed' . 
rates was a total of $260 State Corporation franchise Tax and' $700: 

Federal Income Tax. Expense for 1972 was' reduced by the st:a££'i:n an 

.amou:c.t· of $3~OOO because the amount appeared excess:tve~ 
The staff report stated that du.ring the investigation the 

sta:ff waa apprised by the utility's manager of several system 
deficiencies and plan.c for correctin.g. them. Tae staff" agreed . that 

these improvements would be bene::icial and included $6, 000 in the 

rec01:lmended rate bat;e for the :i.mprovements, which were: 
a. Installation of a larger connection to the 

supply main £rom whicli the utility now 
purc:b.ases most of its water. 

b. Installatiou of the second half of a plastic 
liner in the reservoir. 

e. Installation of a remote control relay to 
regt:late intake of water :from source of 
supply. 

d. Construct an alternate access to the spring 
area because of a freeway. 

eo :Replace small mains and relocate them in 
the Bell Rill area. 

f. Replace small mains and relocate tb~ in 
the Fields Land~ area. 

g. Install a fire hydrant where a g:t'oup of 
customers have requested it. 
Const::ruct fences and other proteceive 
devlces ~ound various utility properties. 

rae staff report stated that custO'Clers contacte& indicated" 
that sexvice was oood· pressu:res checIced met the Commissionr:s miD"b"'ltIl <>,. , 'I 

standard.; the water quality was good. 
T~e :eport concluded with one r.ec~ndstion-~that. t~e 

Commission aut:h.orize the proposed rates outlined in ~,onoticediz
t::ri\)uted to all custOUlers in ~ebrual:y and. set forth in the report .. 
:he rcpo:::t cO:ltafc.ed no recOtCl.lle'C.MtiotlS as to the o,tb.er subjects 0,£ 
tlle Commission r:; order of investi.ga~iO'll • 
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RespondentfsDirect Showin~ 
At: : COtlclu:;iou of the staff r sdi:ect shCMing, respOc.dent I $: 

president declined an opportunity t~ present ciirect evidence~ 
Public Protests 

Ten witnesses testified in opposition to the propo,sed 
:increase. These included, among o~er$, the president, of the' largest 
CUS~Oi:lcr) the I(;f.ng Sslmon Mutual vlater Company) the Director of .' 
Environme.o.t:al Healt:h of Humboldt County who is also a residential 
water eustomerof Coastair Elec~cro.ics) a proprietor of a restaurant 
and eoelc'---ail lounge) an apartment house owne'r, and the ,member of the 
Board 0::: Supervisors whose district includes Coastair Electron:tcs' ... 
service area. 

The president of King Salmon complained of poor water 

',", .,,c 

quality and presented jars coo.ta:tn1ng samples;, of water taken. dur:i.ng. . 
July from several different points in the I<:tng Salmon ~ystem.. These 
samples were of wa::er having a lazgeamount of reddish-brown suspended 
eat:er which appeared to be compounds of iron, and matlganese'.' He 
~s'ti£ied that t!le b:own water came in cycles" interposed with periods 

when clean wa1:er was supplied. It,:was the opinion. of the witness that 

tile brown sediment could be the re£~ult of clandestine . pumping' from· the .. 
supposedly abandoned wells. ' 

The president of Ktng Sal'tIlOtl also alleged that respond'ent's 
presiden.~ owned a pump and equipment company) a conso:uetion company~ . 
and possioly other enterprises. He said that these assoe:tated~. 
ente::p:ises did wor!~ for Coastair Electronics and requested that the 
Cot:missiou investigate the reasonableness of the charges of the . 
associated operations. 

'!'he D:i.%ector of Environmental I-!ealt:b. testified, that he h.c;s , 
~de .o:oalyscs of wa~er £rom. respondent r s system from time to, t1rne', in 
cono.eetion wit'il h:Ls ~£fie:i.sl dutie:;. He reported that. 'the bacte:rio-' 
logical tests were always satisfactory but that freqce:l.t:ly, lUBe 
.a:c.o=t:s of sediQent were present. !::t his opird.or:. tbi $; condition 
could ~ tba result of an iDadequate program of md.nflusI:l:f.xlg~ .•... 
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The owner of the coc!d:ail lounge and restaurauttest1f:i..ed 
that the sediment in the water interfered with the operation of , 
dishwash:1.ne, and icema.Id.ng machines. 

The County Supe...-visor delivered a s~tement:, under oath> 
in which he expressed his concern and that of his: cotlSt1.euents as, 
to low pressure, poor water quality and lack of proaq:>tresponse:o· 
service calls. 

The rema:fn;:ng public Witnesses complained· of poor quality 

water and low pressures. One presented water samples from the 
Coastair Electronics system which closely resembled t:hose £rom' the 
King Salmon system.. The::e were complaints that no· telephonenU1'l2ber 
was listed for the system. and it was difficult to contact the', 
representative of the utUity in cases of service emergency. Although 

some customers complaiIled of low pressures, o~ers thought P2:essure 
to be adequate. In no case, however, was it claimed that the pressure 
fell below the 25- psi minimum prescribed by this ,Comm:tssion I s· ,General, 
Orde: No. 103. 

Respondent's Rebuttal Testfmanv 

At ::be cO'D.clt.1Sio'D. of te5timony of the public witnesses~ 
Ccx'lst:li:: Electroc.ics r president requested permission to' present, 
rebuttal testimony by himself and by the operator of the system. 

Respondent's, president tec.tified that he and his, wife' 
acq'''iTed control of Coasea.i= Elect%onics by purchasing all of the 
stock it!. 1969, and since that time had attempted to upgrade the 
system as av~ble funds pe:mitted.He drilled a deeper 'well' to, 
augment and hopefully -replace the ~b.e:t. existing. poOr quality wel'. 
supply. The well drilling equipment and the new well were. extensively 
sabotaged .and the quality of the water from. this well did not: meet: 

expectations. He a:tributed low pressures to the fact that many 
mains were undersized and also to the fact that the Humboldt 
Com::mm;ty Services District originally rest:icted delivery to the 
system by only perm:Ltting a l-l/4-inc~ meter. Tb:i.s meterha:::. been 
replaced by a 3-:tn.chmeter and pressures have i:nprove<1 .. 
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As to intermittent turbidity .and sediment, Coas·tau'& 
president was of the opi'c:Lon that this condition was an· aftereffect:· 
of the long period when the principal source of supply was the poor 
quality wells. Sediment has accumxll sted in the. mains which· 'the 
utility ha::: been unable to remove in the normal course of its flushing. 
prog::am. Su:rzes in the line caused by routine- tests· of fire hydrants 
by the fire department disturb the sediment and cause the brown water 
of wbich customers complain. 

Coastair r s president. test:t£:ted as to hi.s negotiations with·· 
Humboldt Cormmmity Services District and provided a copy of Coastair's 
contract With t:le District which was received in evidence.asExh.:tb!t 2. 

The contract provides for the purchase' by Coastair 
Elec'tronics and ReyIiolds vTater Company together, of a minimum of. 
3,000,000 gallons of water per month on a taI(eor pay bas:tswith. a 
minimum monthly. payment of $761.90. If the ut!l!t1escOmbined take 
more than 3,000,000 gc\.llons in a:o.y one mouth, the price for the next 
1,,500,000 gallons is::h1lled at' the rate of 18 cents perlOOcub:tc 
feet. If more than 4,,500,000 gallons 3X'e used in arty one month, such 
excess will be bUled at l7 cents per 100 cubic fee~. 

~ regard to the allegations of possible excess profits by 
affiliated businesses, Coastairf s president admitted: that he employed 
his ot:ilcr enterprises to do work for Coas.ta1r ElectrOnics but, 
following a recOtrD:l:l.endatiou of the staff, limited 'tI.~eir gross prof:tt, 
inclt.:.d-rng overheads, to 7 percent of sales. 

!he operator of the Co::stsir Elee.tronics system testified 
that he had been. employed by respondent for about ten montlls.Before 
that he had had TtJtay years experience as an operatit!g engineer. In 
addition to the Coastai:r sy~tem he operates the Reynolds Water 
Com.p3.:%y

l
s system., the stock of which 18 also- owned by Coasta:trls 

pre.:;id.eut. '!he operato= testified that he had personally sealed. 
the :Lbendone.c1 wells by welding plates to the ~:tngs so- tht.t. thEo.re 
wae no possibility of their sut'reptitious us.z.. Be. also~eified·· 
that be flusrles· the mail'S .~t 4:t>pro:dm.ately 30-&y :Utt:P..rv&ls by: QP...a.t:.S 

of Op€:T':':ng. f:L::re hyclrants. 

-8-



e··· 
c. 9394 ek 

Cross-Exao.ination 

The staff engineer was cross-examined by several. of the 
public appearances, :including the president of I<'1tlg Salmon,., by, 
respondent) and was also questioned by the Examiner. In the course 
of the cross-e.."t&Ilination the mmual reports to the Comalission of .. 
Coastair Electronics for the years 1965 to 1971 and of Reynolds tv~te:r 
Company from. 1967 to 1971 were 1:ncorporated into this record by 
reference and. we take official notice of these reports. 

In answer to questions by the appearances.) the. staff 
engineertesti£:i.ed that he eoo.s.idered. material purchased from. '.and 

construction worle done by respondent' s affiliates to be reasonably 
priced. He based this conclusion. on general impressions he had' of 
sUc.:Uar costs incuxred by other water utilities. He made no !ndepen
de:o.t verification of the reasonableness of costs of specific'. items:. 
bowever. 'He testified that he did. not investisate the margins of. 
profit made by Coastair Electronics r associated· companies on their ' 

business with Coast:a1r. 

'!he staff engineer agreed that, because of. tax loss carxy
overs 7 there would be no likelibood of auy federal income tax 

aeblally beil:g paid for at least the next: three years. 

In regard to the brown s.ediment in ~e water, the' staff 

engineer said that he had contacted the local fire district and had . 
lea=ed that the £'i:l:e department had been mald.ng hydrant tests, on. the 

days Ul?OD. 'Which the ~les had bein· collected. He modified his 
previous conclusion that: no changes in operations and practices of 
the utility 'Were necessax:y oy recommending an expanded main flushing 
progratll be instituted. He proposed that 7 af~er notice to customers,: 
t:le mains be flushed at periods of highe3: use by' opening. fire. 
hydran~. He felt that the hi8her' 1:han normal wate: velocities 
generated by this pract:ice should be sufficient. to dislodge ac~.:t:!lU-:" . 
la tecl. sed; ment from. the ma:: Il ') • 

-9-
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'!be staff Witness explained that: t:he $3,000 reduction pro-' ' 
posed by the staff in the allowance for employee labor is auet: 
figure ~ obtained by reduciDg operation and maintenance labor from. 
$6~316 to $3~OOO,and by providtng for $300 aecount~,and legal 
expense, whereas none was recorded in 1971. In addition, the s:taff 
allowed au increase in managerial salaries from. $5',500 to· $&,000 so 
that the net overall reduction in wages and salar:[esatIlOlmted to 
$2,500. 

As to the billing comparison, the staff engfneer estimated 
that 90 percent of the customers would use less' than. 2~OOO· cubic feet 
and would the:e£ore receive iucreases. reng1ng from S4percent to 
64 percen:!:. 

Respondent's president, au cross-examination, explained that 
Coastair Electronics bad been organized to operate a commercial broad-· .. 
cast radio station and that the water system bad been acquired as a 
sideline. The radio station was subsequently sold~ and Coastair 
Electroni.cs continued to operate the water system;t which at: present 
is its sole activity. Respondent' $, president test:ified that" in 
adei~on to Coastair ElectJt:on1cs, Inc. and Reynolds Water Company), he 
owned a pump sud equipment', company, a construction company; .. and- ~s' 
an interest in another conStruction company. Although. 'Work done by·' 
his associated ent&prises was. billed to Coastair Electronics at' cost 
plus 7 pel:cent~ his overhead often ran as high as·. 27 percent. Sales' 
of wa~ from. Reynolds to- Coastair were billed at rates contained' in 
tr:le filed tar1£fs. The boo1tS of b.1s associated enterprises are open 
to the :;taff should it care to investigate. 

Respotldec.t r s president testified that he operates his two 
water systems with b:tmself, a pare-time boo!tI<ceper and the ful~-time 
operator previously mentioned. A telephone listing ba~ beenobtafried 
and the president or the operator is available in esse .of . cmergency~ " 

-10-
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Discussion of Wa.ter Ouali;Y and Service 
I~ is apparent from the testimony that the turbid water 

~'t is the souree of most of the customer dissatisfaction is the' 
result of aecumulated sediment in ~e mains. With the abandonment 
of tb.e well supply and institution of a regular sehedule' of main 
flushing) ~ sed:rmen~ should, :in time, be eliminated from the 
Coastz:jr system. Since K1ng Salmon Mutual bas no· blow off. val".;es 
nor fire hydrants) dirty water conditions are apt to. be a problem 
with that system until some m.eaDS are found to elimi;nate seci1lletl.t 
from. the mains. 'Xb.e owner-customers of King SalmOn Mutual should 

'. ". 

consider installation of blow off valves. at appropria:t:e locations. 
A m.eens of routine main f1\1Sbing is necessary even for systems 
having a reasoo..a.bly high quality water supply and a program of main 

flushfn; is considered ordinary good water works practiee. 
'!he low pressures of which customers complained, while

above the Commission r s minimum, standard, are not desirable.. the 
plans of the utility to replace the smaller mai.n.s seottld -x:esult'.- in 
~~ovcd pressu:eft 
Discussion of Results of Operations 

~e staff's showing indicaees that additioll8.1 revenues 
in an amoU:lt of $15,200 are required to produce a recommended rate 
of re-eurn of 7.6 percent on the staff's rate base. The expenses 

• 
and plant investment attendant to this rate base include affiliate· 
profits> the atrIOtmt of which, acd reasonableness. of,: are not to be. 
found in this r~cord. The s:aff's federal income tax, allowance· is 
for au atnomlt tbatwill not, because of tax loss carryovers, be' 
paid to the federal government. 

The 1971 Annual Report of Coastair Electro:b.ics shoWs. 
ope:~ting revenues of $29,764 and that of ReynoldsW.a.ter ~y 
saows :::evenues· of $23',ll0, fora total of $52,874.I£ Coastai:rrS' 

re<rulret:lent for additional reVe&lues bad'·bee:l p~esent~dbymeans. of 
the usual procedure 0= .an application filed accord1:ag. to· the' 

I, ' 
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Commission r s ~es of l?rocedure~ the Commission ,would. baveavailable 
the sta~emcnt of material f:£nancial interest required by Rule 23, 
paagraph (i). In th:Ls proceeding, the rate increase is sponsor2d 
by the staff in a Commission investigation., and- the· issue of possible 
~dtte affi.liate profits was raised by the members of the. public, who 

" I , 

have uei'ther the authority .nor the expertise to, delve into the 

subject. l'b.e troa.'blesom.e question of aff11:tate!rOfits has. been a 
concern of the CoaInission since its inception • .! In the absence of 
au adequately tested showing as to the reasonableness of af:111ate' 
charges~ we m:e unable to mala! a finding of a reasonable rate base, 
operating and maintentl:lce expenses, and depreciation •. ' 

1/ In Southern Sierras Company, Decision No. 224, dated 
September 16,1912, in Application No. 220 (1 CRe 556,558), 
the Coma::tssi.on said, frXb.e conscrttction of a utili1;y t s plant 
by a subsidiary construction company consisting. of the same 
'f>eople will always call for the 'ClOS't careful scrutiny of 
~his Commission in a :ate case or 1n an application to issue 
stoe!~, boncis, or o'ther securities. rr 

,. , 
-." ~. 

. :"" . 
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AdOPted Results 

It is clear that respondent is £acedwith a substan'Cial 
:increase i'O. operating costs in connection with water purchases, 
inoxrred for the benefit of its cus'tOmers. It1$ also clear that 

faUure to offset the increased operat:lns costs of purcb.asedwater 
by increased revenues could result 1n the utility's operat1:ag.at a 
loss~ and as near as can be determ:!ned,. an. out-of-pocket 10S8. 

I'll b1s summation staff counsel rem1:nded the Col1lD!ss1ou that 
the Supreme Court of California has held that the Coa:mission has no 
power to compel the continued operation of a public utility ata loss, 
where ::he owner of that utUity is willing to and ,in fact does ab~don 
to the public all its proputy Chat has been devoted to the, public 
2,/: . 
~.. " 

We are, of course,. well aware of this l'rlnc1ple." Even 
though in this case the utility bas not filed an. application for 

, ' 

1Dcreased rates (the rate increase instead being urged by the- staff)', 
and also consider1ng the fact that the utility bas,given no indication 
that it wishes to abandon its property to the public use, we are' of 
the opinion that revenues should be increased to offset known and 
reason.able estimates of increased out-of-pocket expenses. 'XIie order 
that follows will, pl:ovide for increased revenues in an amount of 
approxiIDat:ely $12,.700 J au increase of 41 percent~ derived as· follows: 

Additional cost of. purchased water $-16,000· 
Savings in purchased power (3~500) 
Increased property taxes 128 
Iucreased M;lnimnm Corporation Franchise tax 100 

Total $12,?,:ZS . 

(Red Figure) 

~I ~yop. and Haag v. Railroad Comm:tss1on~ 183 Cal. 145 (1920):. 

-13-
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We will not reduce the operating expenses ,by $2>500 a.s, 
reeot:U:'llencied by the staff.. The allowance of $3,000 for 'operation 
and maintenaDce labor proposed by the staff doe:s not appear to, be 
adequate to prov:Lde for the level of maintenance', particularly 
main flUShing, that this system. requires. 

Because of high interest charges in an amount of $5, S80, 
and ~e inelusion of $2,500 more operation and maintetl8.nce expense 
than recommended by the staf~, no a.llowance for federal incOtD.e tax 

is necessaxy'. Furthercore, for the next three' years, respondent 
will have no, federal income tax liability. 

Should respondent feel that the rates- authorized he=ei.n 
a:re not adequate, it may file an application, with the d:Laclosures 
requi:red by our Rules of Proceduxe, for the rates which applicant' 
be'!.ieves will provide a reasonable return on its prudent inves,tment.' 
Rate Spread 

!be increased costs ofoperatio~areprfncipally the 
X'esult: of increased cost of water. We are therefore not: convinced 
tha~ the ~l1est' users should bear the largest percentage inc=eases, 
espeCially in v'J$I of'the evidence that 7 customers accotmt' for 75; 
percent of th2 water deliveries.. The order which follows will 
pro~de for an app:t'oximate 41 percent a=os~ the board increase, in 

tnetereo. rates, with corresponding increases in minimum. cha::'ges.lt 
1s ~pprop::i.at:e, with the relatively, high cost of pu:rcOssed 'water , 
to provide fo= cont:i.nuatio:l of the flat rate schedule.. ~.l.:::: rates, 
do no~ proc.ote conservation of water, and, while seldom des:Lrable-,. 
are suitable only in these locatiocs where the commodity cost of 
water 5.s a rela.tively small portion of, tile total overall cost of 
service.. In the order that follows we v.~ll grant a temporary 
:tnc:~e in flat ra~s of approximately 41 percent ~d we rill' 
diree~ ~t the, fl.at rat~ schedule expire 0'11 December 31; 1973'~ 

-14-
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- ' -

Findings and Conclusions 
The -Commission finds that: 

1. Respondent is in need of additional revenues but the need 
for the rates recommended by the staff bas not been demonstrated. 

2. rae record in this ease does not contain sufficient 
itl£oma:d.on and disclosure of interco:r:porate transactions between 
responcent and associated enterprises to permit the adoption of 

" ' 

reasonable estimates of operating and maintenance expense,' rate 
base~ and rate of return. 

3. Respondent bas paid no federal income tax in the last 
seven years and will not pay any \mtll accnmrmuated taxc8rryovers 
are used up or expire. 

4. Out-of-poc!<:et ope:c&t:Lng costs- for the. estimated year- 1972 , 

will be approximately $12,700 higher than those experienced ill. 1971. 
5. Additiooal revenues in the atDO\mt of $12 )700 are reqaired. 

to offset incrensed out-of-pocket expenses~ 
6. Flat rates are inappropriate for this system. 
7. 'the utility has a total of three employees:. none of whom 

devo::e their full t:ime to the operations of respondent's system. 
S. Pursuant to subparagraph A of Rule 23.1 of tbe.Commission's 

Rules of Procedure, the increases are exempt from the requirements' 
of that Rule because applicant qualifies for the small business
exec:pt:iou set fo=th in Tiele 6, Economic Stabil1z.a::ion Act, Section 
101.51, Subpart E. 

9. 'I'll2 :!:lcreases in rates and charges a.uthorized l'1erein are 
justified, the rates and charges. authorized herem are reasonable, 
and the present: rates and charges;, insofar as they differ from· those 
prcscr-bed here~are l:Iljust and uo:reasonable. 

The Commission concludes that: 

1. ~ndent's rates should be increased to tb.eexten~ set 
forth i'O. tb.e order which follow~. -' 

2. Flat rates- should not cOtltinue beyond December 31,.1973', •. 
3. 'r'~e l:c.vest1eatiou inCase N<>. 9394 should be' di~ontinuecI. 

-15-
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C R D, E It -- ...... ~-

::r IS ORDERED that: 
1. A:£ter the effective date of this order;, Coastair Electronics;, 

Inc.;, dba Fields Landing Water W'orI(S.;, :1.$ autborized:to f:tlethe revised 
rate Schedules Nos. 1 and 2RX attached to this order as Append:lx A;, 
a:.o.d eoneuc:ently shall withdraw and cancel presently effective tariff' 
Schedules Nos. 1 and 2R. Such fUing shall comply with General Order 
No. 96-A. The effective date of the revised schedules. shall be four 
days after the date of filing. '!be • revised schedules shall apply only 
to service rendered Oll and after the effective date thereof. 

2. the investigation in Case No. 9394 is discontinued.: 
The effective date of this order shall be twenty days after 

the date hereof. 
Dated at San FrapeIeeq 

OCTOBER J 1972. 
california, thiS.' \8/<417-, ' ' , 

) ), , 

day of 
, ,'" 

.... :;,.", 

"J,' • 

. ", '" ,'.,' 
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APPI.ICABIUn 

APPENDIX A. 
Page 1 of 2 

Sched'lle No. 1 

METERED SERVICE 

Appl1ea.'ble to all metered water ~erv1ee. 

TERRITOR'! 

In and in the vicirdty or th.e un1neorpora.ted.:commm1t1elS of Se8.V'1ew 
Manor And. :F1eld.:s !.anding, Humboldt County .. 

Qua.ntity Rates: 

F1rst 400 cu.ft. or le~s" .......... ' ......... . 
Next. 1 ... 600 cu.!t. I. :per 100 C'Il.tt.~ ...... oo •• 
Next. ~"OOO eu.oo!t.". per- 100 cu.ft... • ••••••• 
Over 5,000 cu.ft., per 100 cu.~. • ••••••• 

For 5/S x 3/4-ineh. meter .......•••........ 
For 3/4-ineh met.er ..... -.... -....... . 
For l-inch meter .................... 
For ' l~ineh. meter- ......•........•.. 
For 2-ineh. meter ..•.••......•..•.• 
For 3-ineh. meter ...•.............• 
For 4-inch met~r .-..•............. 

The Minimum Charge \<:ill en.titlethe CU!I·!:.om~ , 
to the qu.ant1ty of water which t.h&t.,1l'li:limum 
charge will p\l.rellMe a.t tne Qu.s=.tityRatos. 

PerMeter' 
Pe:r::Month 

, ' , 

$ 4.15' 
' .. 60 
.46 
.. 32'·' 

per)!et~r' 
, Per· Month, 

$4.15';'" 
S~50' 
S.50':

ll.:50'· 
2.3'.00' , 
~6.00: 
5$ .. 00: 

. ,"" 

(I) " 

j: 
, (I) 

(x), , 

,,' 

(rY 
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APPUCABIUTY 

APPENDIX A 
Page 2 or, 2 

Sehed.uJ.e No. 2m: 

Applicable to all 1'la.t rate re~idential water ~erv:1.ce. 

-, , 

i 
In and in the Vicinity o£ the ~cor:porate4 town or Fields landing,: 

Humboldt CountY'. ' 

RATES 

Per Service 'COrmection,,' , 
, Per- Month " " " ,: ' 

For a ~ingle-fami~ re~id.ential unit;t 
inclucling premise~ not exceeding 
6,. -000. ~ct.!t. in area .......... ............... . 

a. For ea.eh additional single-family 
re~idential unit on the same premises 
and ~erved. !ron:. the 5~e servico 
eonn.eetion • ., ...................... e. ~ ...... lit 

b. For- each. 100, Z<;,.tt.. of.' pNmli~es 1n 
exce~s or 6;t000 sq.tt. • ••• ' ............ .. 

SPECIAL CONDmONS 

$5-.00' 

2.50 

1. 'the above :nat rate, app~ to a service connection not larger 
than one inch 1n dia:meter. 

2. It either- the utility or the customer so elect~, ;l. meter shall 
be installed and. service provided 'l:nder Schedule NO' .. 1,. Metered. S<trv1ee~ 

3. This e.ched.ulo ::hall ~ errecti~le only to olnel. including 
December 31,. 1m ~ olnd will therec.t'ter be withd.r3."Wri. " 

(I) 

eI) 

(rr. 


