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Application of POINT ARENA ) 
WAtER COMPA~~ to increase ) 
water rates by" approximately ) 
75 percent. ) 

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

Application 60717 
(Filed July 8, 1931) 

Re~inalcl Knaz,gs and William ~y, Jr., for 
Delia and vJ:[llia:: 1-7..1Y, applicants. 

Robert L. Revnolds) A~torney at La~, 
interested party_ 

Robert n. Benn~~t, for the Co~~ssion staff. 
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This is .In application by D~li.:l P'...:ty and ~]illitlm P.ay, doing 
business as Point Arcn.::t H.::cr Wo=~, ~Nhich seeks an increase in rates 
for water service .:nd loan rcpayocnt surcharge. 

A ~~ly no~iccd public h~ring waS held in this proceeding 
before A~nistr.ltive ~~ Judge DOn3ld B~ Jarvis in Point Ar~ on 
August 20, 1981. The matter w.::ts submitted subject to a late-filed 
exhibit, which was received on August 27, 1981. 
Summarv of Decision 

This decision authorizes .:n increase in rn~es to yield 
additional revenues of $14,580 ~nd ~ return o~ rate base of 3.83%. 
The bill of a~ average customer who uses the 500 cu?ic feet of water 
per conth will incrc~sc 56.3%. 
Facts 

Applicants' water systc: serves owo contiguous zones. It 
has four stora.ge tanks with a eotal ca.pa.ci~y of 5S0,~OO gallons. 
There are approy.i~tely 160 service connections_ rna distribution 
system consists of approxi:azely 24,000 fcc: of ~ins varying in 
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size from 1 to 6 inches in diameter. T'Wenty-two city-ownea fire 
hydrants are also eonnected to the system. 

Applicants also operate a noncontiguous distribution 
system known as 'Whiskey Shoals, which is south of the City of Point 
Arena and adjacent to Higa..;ay No.1. The developers of ~key Shoals 
clcmated the plant to applicants. It is not included in rate base. 
Expenses relating to Whiskey Shoals are not included in this 
proceecling. 

Ibis proceeding originated as an advice letter filing 
seeklng ex parte relief. Because of the mmber of customer protests 
and the magnitude of the requested inerease in rates, it was calen­
dared for public hearing. 

Applicants' present and proposed rates are as follows: 
Metered Service 

Monthly Quantity Rates: 
First 400 cu.ft., per 100 eu.ft. 
Over 400 cu.ft., per 100 cu.ft. 
First 300 cu.ft., per 100 cu.ft. 
Over 300 cu.ft .. , per 100 eu .. ft. 

Service Charge: 
For 5/8 x 3/4-ineh meter ...... . 
For 3/4-ineh ~ter ...... .. 
For l-ineh meter •••••• 
For 1-1/2-inch ~ter •••••• 
For 2-ineh meter ....... .. 

Loan Repayment Surcharge: 
For 5/8 x 3/4-inch meter 
For 3/4-inch meter 

,. ..... 
•••••• 

For l-ineh meter •••••• 
For 1-1/2-inch meter •••••• 
For 2-inch meter •••••• 
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Per Meter or Service Per Month 
Present Rates Proposed Rates 

$ 0.74 
1 .. 65 

6.00 
6.60 
9.00 

12.00 
16.20 

$ 

1.55 
2.32 

9.50 
12.00 
15.00 
21.00 
28.00 

?er Meter Per Month 
Present Rates Proposed Rates 

4.71 
7.07 

11.77 
23.55 
37.68 

5.15 
7.75 

12.75 
25.75 
41.00 
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Applicants did not h~ve s~fficient water to serve ~ll 
their customers. On Y~rch 7, 1973, the Co~ssion ~uthorized 
ap~licants to execute ~ $150,000 loan with the United States S~ll 
Bustaess AC:inistration for the purpose of drilling an additional 
well and constructing ~ pipeline to bring additional water to the 
system. 
Material Issue 

The mAteri~l issue presented in this procee~ing is whether 
applicants ~rc entitled to ~n incrc~sc in r3tCS. 

Discussion 
~uch of the controversy surrouncing the ~pplication dis­

appeared in the course of the hearing. 
Applic~nts introduced in evidence a letter fro~ the 

Mendocino Cou.""lty Hc~lth Officer ~lhich st."ltes in p.::.rt that: "We 

are very pleased at the i::l;;>rovements made on -:he ?oint Are:D.8. Water 

Works,:I)l system. '!'he system now has .a.deq,tUlte production And 

scorcge OIlpll.!)ilit1es ••• " 
It is uncontroverted t~t applic~nt' is oper~ting at ~ ~ 

loss undcr its present rates. 
Tnc Co~ission s:."lff (st~ff) too~ the position th~t the 

proposed rates and r~te of return were not unreasonable. Five 
members of the publiC ~de sworn st~temcnts ."l= the he~ring. One 
person i~die~ted thAt the ~vc=~gc income in Point Arcn~ w~s very 
l~N. Others raised specific quc~:ions ~bout ~pplicants' operations 
which 'V1cre referred to applicants or the st.:tff for appropriate 
responses. 

The difference between ~?plicants .:lnci the staff with 
respect to the results of o?er."ltions for the test yc~r 19B1 are . . 
minor. !hey are az follows: 
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Su~rv of Earnings 

Utilitv Hvdraulie B:&:an~h 
Present Proposed Present Proposed 
RS!:te~ B2~es _ Ra.tes Rates 

Operating Revenues $ 21,440 $37,340 $ 23,230 $37,810 
Deductions 

Operating Expenses 26,220 26,,220 27,020 27,020 
Deprec~tion Expense 5,600 5 600 5,500 5,500 
Taxes Other Than Income 2,860 2:860 2,050 2,,050 
Income Taxes 170 

Total Deductions ~,,6BO 34 680 , 34,570 Z4, 74u 

Net Revenue (13,240) 2,600 (11,340) 3 070 
Average Depr. Rate Base 80,210 80,210 80,,200 80:200 
Rate of Return Loss 3.32% Loss 3.83% 

(Red Figure) 

The staff estimates whiCh are based upon ~e reeen~ infor­
mation are reasonable and should be adopted. 

!he staff and County Health Officer made some ree~da­
tions for improving the system. As indicated, applicants are 
operating at a loss. ~illia~ Hay, Jr .. , the system manager" testified 
that the improvements would be made if the increase in rates was 
authorized. In view of the action taken in the ensuing order, the 
Cocmission will require that the improvel:lents be made .. 

The following order provides for the revision of applicants' 
rate structure to conform to Commission policy" which incorporates 
the principle of lifeline rates for water, encourages conservation~ 
and calls for a "Model" rate structure wit!:l. the following 
characteristics: 
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A. A service charge as contrasted to a min:hnum 
charge. 

B. A lifeline .:lllO{o1a.ncC of 300 cubic fce,: per 
month. Rates for lifeline usage are us~lly 
not lncre~sed until the syste:n avcr.:tge rates 
have been. increased 257. .:.bove the rates in 
effect on January 1, 1976. 

C. A second block inverted rate which is not 
more thAn 50i. higher than the first block 
rate. 

The stnff report indicates that the yeJJ:J:ly surchargp 
revenues are approxicatcly equal to the amo~t necessary to amortize 
the SEA loan; therefore ~ the staff recommended that the surc:ha.rgc 
not be incre~sed. 

No other points require discussion. 
FindingS of Fact 

1. Applicants I water systc::l serves 'CWo coo.eiguous ZO:les. It 

has four storage tanks with a to~l cnpacity of 580,000 gallons. 
There are .:lpproxi.:c:.tteely 160 service connections.. The distribution 
sy&t~ consists of approximately 24,000 feet of ~ins varying in 

size from 1 to 6 inches in dia.::1ctcr. l'w'enty-two city-O'Vlncd fire 
hydrants are also connected to the systc:l. 

Applicants also operate a noncontiguous distribution system 
known .0.$ Whi.skey Shoo.ls, wLUch :£os' south of the City of Point Are:ns. 4lnd 

ll.dj~ccnt to Higl:rw".:lY No .. l. 'I'hc developer of ~~key Shoals donated ' 
this land to app1ic.:lnts. It is not inclu,dcd :in r.:l.tc base. Expenses 

relating to Whiskey Shoals ~rc not included in t~ proceeding. 
2. The sum of $37,810 is .0. rc.o.sonablc est~te of a,plicants' 

total oper4t~ revenues for the test ye.o.r 1931 .:1t authorized rates. 
3.. The sum of $27,020 is .:l reasonable estimte of epp1iC&l=S' 

total oper4t:Ulg expenses fo:: the test YC:J::: 1981. .. .. 
4.. 'I".o.e sum of $5,SOO is oS. reasOt'Ulblc estimate of applicants' 

dcprcciD.tion for the test Y¢;lr 19S1. 
S. !he S\:Cl of $2,050 is .:l. reaso~blc estimate of applicants' 

taxes, other ~ income, for ~~e test year 1981. 
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6. The BUm of $170 is a reasonable estimate of applicants' 
income taxes for the test year 1981. 

7. 'l:'be sum of $80,200 is a reasonable estimate of applicants' 
average depreciated rate base for the test yea:r 1981. 

8. A return on rate base of 3.837. is reasonable. 
9. The increases in rates and charges authorized by this deci­

sion are justified and are re.ascmable; and the prese:t rates and 
charges, insofar as they differ from those prescribed by this decision, 
are for the future unjust and unreasonable. 

10. The total amount of increase in ammal revenue authorized 

by this decision is $14. ,580 and the rate of return on rate base is 

3 .83~. No increase in the present SM loan surcharge is authorized 
as the present surcharge generates sufficient revenues to amortize 

that loan. 
11. It it is reasonable to require applicants to provide a better 

enclosure around the McMillin well pump and repair the leakage arcand 

• 

the top and bottom of its reclwood storage tEmk. 
Conclusions of I..lrcN' • 

1. l'b.e following results of operatiOZ1S should be adopted for 
the test year 1981 and used in establishing the rates authorized: 

• 

Operating Revenues $37,810 
Deductions 

operattDg Expenses 27,020 
Depreciation Expense 5,500 
Taxes Other Than Income 2,050 
Income 'taxes 170 

Total Deductioas j4, 740 
Net Revenue 3 070 
Average Depr. Rate Base 80;200 
Rate of Return ;j .83~ 

2. The application should be granted. Applic:ants should be 

authorized to file the revised water rates set forth 1n Appendix A 
wh:1ch are designed to yield $14,S80 in additional revem:z.es based on 
the adopted results of operations for the test year 1981 • 
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3. Ap?licents should be ordered to provide a better enclosure 
arO'l.md the McY.d.l1in 'Well pump and repair the top .md bottom of its 
redwood storage tank. 

4. Since applicants are operating at a loss the order should 
be made effective on the date of signing. 

ORDER 
----~ 

IT IS ORDERED that Delia. Hay and William Hay shall: 
1. File the revised rate schedule 1n 

Appendix A in cocpliance 'With General 
Order Series 96 after the effective 
date of this order. The revised 
schedules shall apply only to service 
rendered on and after their effective 
date, 'Which shall be 5 days a.fter filing. 

2. File a revised service area map, 
a,;)propriate general rules, and sa:ple 
copies of printed forms used for 
customer service in compliance with 
General Order Series 96 within 45 days 
after the effective date of this orde=. 
The tariffs shall becoce effective 5 
days after filing. 

3. Prepare, keep current, and file with 
the Commission t"Wo copies of the syste=l 
map required by General Order Series 
103 within 90 days after the effective 
date of this order • 
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4. Within 180 days after the effective 
date of this order. applicants shAll 
provide a better enclosure around 
the McMillin well pump and rep~ir 
the top and bottom of its redwood 
storage tank .. 

This order is effective today. 
Dated JAfi 5'S8Z ,. at San Franciseo, California .. 
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Comm~ 

I Cr:::t'!!~ j~~:J..J 7··~S T)~t:\S7.C~ 
"ii.I.\:) .~",':,"~~~;:':J:,7~-:j) ;~.: ;.~~ ~: .. I;:';jlE 



. ~ 

• A.6C7l? /AU/ub 

• 

APPENDIX .A. 

Schedule No. 1 

Applicable to all _tere<1 eerri.ce. 

Quantity Batee: 

Per Meter 
Per Month 

Firat 300 cu.tt •• per 100 cu.tt ••••••••••••••••••••• S 1.55 
Oyer 300 cu.!t •• per 100 cu.ft. •••••••••••••••••••• 2.~2 

Sel"Tiee Charge: 

(I) 
(1) 

For 5/8 x ~/~ineh meter •••••••••••••••••••••••••••• S 9.50 (I) 
For }/4-inch meter •••••••••••••••••••••••••••• ~oo t 
For l-ineh meter •••••••••••••••••••••••••• -- 15.00 I 
For ~iDeh meter •••••••••••••••••••••••••••• 21.00 i 
For 2-iDehmeter •••••••••••••••••••••••••••• 28.00 (I) 

~e Semce Charge 1a &ppl1ea.ble to all aerv-iee. It 
1& A read.iDeas-to-ae%'Te charge to 'Wbieh is &d.d.e<1 the 
e.b.a%'ge .. coaputed. at the Qg.antit:r ~tes. 'lor vater u.esed 
durizag the sonth. 

In ad.41 tioD. to the a~e rates cd. eb.a.rpa renc1er.d to .n. 'bill.& 'mIder 
tb.1& oehed.ule.. .. wreharge v:Ul be ad.d.ed. as _t forth in Sehe<1ule No.1-X. 
Gcmeral Meter.<!. SerYiee Surcharge. 

(c) 
(C) 


