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Decision No. §9755 DEC1¢ 18972 c @RU@HNAE’

BEZFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIEO?NIA

In the Matter of the Application of
william and Delia Hay, dba 20int Arena
Water woxks, for authority to bozrow
money €0 encumber utility plant in
connection therewith, and to increase
rates and charges for water service in
Point Arena and vicinity, Mendocino
County.

Application No. 57612
(Filed October 7, 1977:
amended Decexber 12, 1977)
Second Petition
for Modification
(Filed Octobexr S5, 1978)

OPINION ON SECOND PETITION FOR MODIFICATION

Decision No. 88536 herein, dated and effective March 7,
1978, authoxized applicants to boxrow $150,000 fxom the United
States Small Business Administration (3BA), to execute a promissory
note, and to encumber the water plant as security for such loan.
The decision also authorized a rate surcharge calculated to provide

sufficient funds to service the loan. Such a surcharge was
specifically made 2 condition of the loan by the SEA. The,su#—
charge was on a flat rate basis, with the smallest meter being
surcharged $3.82 per month. |

Tn 2 petition for medification filed July 2, 1978,
applicants requested authorization o borrow an additional $21,000
£rom the SBA, %0 adjust the rate surcharge accordingly and %o
meet unexpected increases in the cost of the project. The
requested authorization .was granted by Decision No. 89198 dated
August 8, 1978. '

On Octobexr 5, 1978 applicants filed a second petitibn for
nodification of Decision No. 88536 requeéting authorization to
borrow an additional $14,500 because, when the project was completed,
it was Sound that total actual costs exceeded prior estimated'costs,
and that applicants had failed to include certain costs in theix
prior ectimates. Applicants also asserted that they have‘éubﬁitted-
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to SBA a breakdown of all expenses actually incurred f£or labor,
materials, equipment rental and miscellaneocus and general expenses
associated with the projeect, totaling $185,500. S2A has approved
all such expenses and has. agreed to modify its loan No. DL-B
877615 10 10SF to applicants so as to provide a loan of 3185,500
for the project.

Applicants estimated that additional annual gross revenues
of $733.00 will be reguired to amortize the $14,500 of increased
borrowings over the life of the loan. |

Applicants have notified their customers of the pro-
posed change in the surcharge by an advertisement in a local
newspaper. ,

The following tabulation sets forth the increase
necessaxy £0 generate the additional revenues reguested:

Surcharges
authorized By
Equivalent  Decisions Nos.

Meter Size 5/8" Meter 88536 & 89198 Inerease Total

5/8 " x 3/4" $ 4.35 $ .36 $ 4.7,
/4" .5 6.53 - 54 7.07
.5

1 10.87 .90 11.77
l-1/2" 21.75 - 1.80 23.55

2" ‘ 34.80 2.88 37.68
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The City Council of the City of Point Arcna (City)
initially protested, requesting a hearing at which o member 1
of our staff would explain the basis for the utility's second
petition.

We have instcad made arrangements whercby the City
Clerk will act as depository of copicc of the documents in
guestion and coantact thc members of the public who have
wnanswered questions, so thot they may examine thcm,i/
Taore nave dcen no requests for additional information. It
ghould be noted that o member of our Finance Division has
cxamined the supporting documents and has formed the conelu— |
sion that the claimed sums arc & proper charge to the pipelinc
project. o customers or public officials have specifically
challengod any of the claimed items.

The other issue raiscd by the City was the possibility
that new customcrs outside city limiss might be added to the

Fh A

system and bencfit from the new plant. We bave no indication

S an expoansion. However, cven if it should

we are informed that the City Clerk nosted notices concerning
Yhe availabilivy of additvional information, and personally
contacted the consumers who originally complained to the
Civy Council. lAppareatly, on one has examincd the informo—
vion available. We arc also informed that she informed
applicants' attorney that the Council no longer questioned
the necd for the increase. : N
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expand, each additional customer will reduce the amount of the
surcharge. Thus, any customer who wishes the lowest possible
surcharge would be working at cross-purposes if he also opposed
expansion. Conversely, a customer who Opposes expansion is,
whether he recognizes it or not, also opposing a means of reducing
each customer's total water bill.

This decision is not a determination of whether the utility
should or should not expand. If customers or City officials wish
t0 pursue that issue, it must be considered in a separate pro=
ceeding. |

Since we have no indication that there is a triable
issue of fact herein, we will grant the petition without further
proceedings.

We find that:

1. The proposed security issue is for proper purposes and
the money, property, or labor to be procured or paid for by the
issue of the security authorized oy this decision is reasonably
required for the purposes specified, which purposes are not, in
whole or in part, reasonably chargeable to operating expenses
Or to income.

2. The increase in rates and charges authorized by this
cecision is justified and is reasonable; and the present rates
and charges, insofar as they differ from those prescribved by
this decision, are for the future unjust and unreasonable.
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3. As a result of a loan increase authorized herein, the
rate surcharge will of necessity be increased to produce annual
revenues of 39,4L5 instead of the $8,712 produced by the surcharge
previcusly authorized. No increase in return on equity is
anticipated as a result of the authorization of the increase in
surcharge.

We conclude the modified application should be granted
as set forth in the order whiech follows. Since applicants’
customers have been provided notice of the proposed modification
and change in surcharge rate and no material protests have been

received, the following order should be effective the date the
required fee is paid.

QRDEER
IT IS ORDERED that:
1. After the effective date of this oxdez,. applicants

William Hay and Delia Hay are authorized to £file the revised

rates schedules attached to this order as Appendix A. Such

£iling shall comply with General Order No. ¢6-A. The effective
dato 0f the revised schedule shall be five days after the date of
£ilirg. The revised cchedule shall apply only to service rendered
on or alfter the effective date of the revised schedule. Applicants
are authorized to borzow funds in an addztzonal ameunt not to
exceed $14,500 and to execute a note or notes to the United: States
Small Business Administration for the purpooes described in the
petition for modif zca ion.
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2. Ordering Paragraphs 3 and 5 of Decision No. 88536
shall continue in effect.

This order shall become effective when applicants have
paid the fee prescribed by Section 1904 of the Public Utilities
Code, which fee is $28. -

Dated at San Franeisco y California, this 42%
day of DELFMPED

PUBLIC UTILITIES COMMISSIGR
STATY OF CALIFORNTS

QY
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APPENDIX A
Schedule No. 1-X

GENERAL METERED SERVICT SURCHARCE

ATPLICABILITY

Applicable to all nmetered service. This surcharge is specifically for

the repaymezt of the Small Businesz Administraticn Loan as requested in -
Applicaticen No. 57612.

TERRITORY

The City of Point Arenn and vi:d.niw, Mendocine Commty.

LOAN REPAYMENT SURCHARGE

For 5/8 % 3/L4=inch MELEY sececcevsrssssncrsoccossscosanen
For 3/l-inch meter
Foxr l-inch meter
For 1é-inch meter,
For 2=inch meter
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