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PUBLIC UTILITIES COmISSION (f' WE STATE OF CALifORNIA 

~'ig. and copy 
to Executive Director 

Director 
Ntznerical File 

RESOLUTION NO. W-3298 

EVALUATION & CO{PLIANCE DIVISION 
BRANCH/SECTIOO: Water Utilities 
DATE: January 23, 1986 

.- Alphabe-Ucal File 
--.~_- At-counting Officel~ 

RESOLUTION 

BIG LAGOON WATER COOPANY (BUO. ORDER AlJOORIZIOO 
A GENERAL RATE INCREASE PRODUCING $3,652 OR 100~ 
ADDITIONAL ANNUAL REVENUE. 

BUl, by draft advice letter furnished to the Water Utilities Branch (Branch) QO 

June 28, 1985, requested authority under Section VI of G€neral Order 96-A and 
Section ~5q of the Public Utilities Code to increase rates for water service by 
$3,652 or 100$. B~ estimates that 1985 gross revenue of $3,652 at present 
rates WOuld increase to $1,30lJ at proposed rates and would provide a rate of 
return of 3.0~ on rate base. B1M cun-ently serves about 28 metered customers 
in the vicinity of Big lagoon Park Subdivision-Block A, Humboldt County. 

The present rates have been in effect since May 2, 1980 pursuant to Resolution 
W-2618, dated April 2. 1980 ~~ich authorized a general rate increase. 

The Branch made an indepeooent analysis of BLW's stmnary of earnings. Appendix 
A shqdS SVW's and the Branch's estimates of summary of earnings at present, 
requested and adopted rates. Appendix A also shows differences in operating 
expenses and rate base. 

The differences in estimates of operating expenses are in purchased power, 
insurance, vehicle expense and depreciation. 

The I\'anch's estimate of purchased power is lower than BLW 's. BLW provided no 
workpapers supporting its estimate. The Branch's estimate is based on the 
average of the annual kllQwatt~urs used, as determined from BVW's 1983, 19SQ 
and 1985 power bills, and the latest power rates. 

The Branch's estimate of insurance is higher than BVrf's. The difference is 
rue to the Branch's use of the latest insurance rate which was not available to 
BLW at the time the rate increase request was submitted. 

The Branch's estimate for vehicle expenses is lOWer than BLW's. BUI provided 
no workpapers suppOrting its estimate. The I\"anch made its estimate from a 
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mileage allQwance of $0.205 per mile and the roUes of vehicle use provld~ by 
BtW. This per-{!)l1e allowance provides for all operating and rnaintenai1¢e 
expenses at present day costs. It is the same as allowed by the Internal 
Revenue Service cr1d is considered reasonable by the It'anch for the ptdrup truck 
used by BLW. 

BLW ~verlooked including depreciation expense in its estimate of expenses for 
ratemaking. COnsistent with COmmission pOlicy, the It'anch inclujes . 
depreciatiOn expense in its estimate. 

The Branch's estimate of rate base Is lower than BtW's. The difference is due 
to difference in estimates of depreciation reserve. BLW made an inadvertent 
calculation en-or in its estimate. 

The surrmary of earnings submitted with BLW's rate increase request shows a rate 
of retm-n On rate base of 3. OJ. 1he Branch's reC()(!'J'rJeooed sU:Tl!lary of earnings 
shows a rate of return of O.6~. This rate of return, al~ugh lo~er than that 
submitted by BtW, results in BLW being granted the total revenue requested. 

BLW was informed about the I\-anchls differing views of expenses. rate base, 
andrate of return, and has stated that it accepts the Branch's estimates. 

A notice of the pl-oposed i~l-ease was mailed to each customer 00 July 7. 1985. 
Two let.ters were received in l-esponse. Ibth corrt>lained about 10'd watei' 
pressurej one also protested the magnitude of the rate inct-ease. The Branch 
has drafted a letter of .-eply to the cust..o!r.ters \.tio resp6nded. It explains the 
Commission1s action and will be mailed after the resolution is Signed. The 
draft letter is attached as Appendix E. 

A field investigation of BLW's system was made on June 19, 1985 by a member of 
the Branch. Water pressure throughout the system, including at the residences 
of the customers corrt>laining of low pressure, was tested and found w be within 
the range required by the Corrrnission IS General <Xder 103. Rules Governing Walel
Service. Service is satisfactory. 

The field investigation indicated that low pressure may be experienced by some 
customers when water is being used even though pressure tests indicate pressure 
above that required by Commission standards. This often occurs in old systems 
and results frOm advanced cOrrosion of the interior of the utility's delivery 
mains and the cusborner's service lines. AlthOugh posing no health hazzard, it 
can be expected that Corrosion will continue and ultimately main and service 
replacements will be necessary. 

At this time the Br~lch believes the indicated corrosion problem in EtWls 
system to be less than would require Commission action. Ho~~ver. BVK should be 
aware that the problem will likely cOntinue to worsen and it should begin to 
make plans for main replacements when necessary. 

BLW is not in ~liance with ordering paragraph No. 5 of Decision (D) 8lj-12-
041, which ordered BlW to file an annual repOrt for the calendar year 1983. 
However, since the present owner did nOt own the utility at that time and the 
previous owner did not provide this information. it is impossible for the 
current owner to file a correct 1983 annual repOrt. Therefore, the it-anch 
recOmmends that BLW be relieved of this obligation. 
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BUI's present rates coosist of a service charge and a molti-block quantit.y . 
rate structure. The l\-anch's re..."Oalnended rate structure is in cooror~e with 
the CotTlissioo's mOdel I-ate structure with a service charge. 300 cubic feet. 
lifeline - block. and an inverted t.ail-bl<>ck. The re~nded rates prOvide 
the 25~ lifeline differential. lbnthly bills for a typical resident.ial 
customer will increase rro~ $10.61 to $21.Q1. A comparison of present and t.he 
Branch rec6w~nded rates is Sho\-nl in Appendix C. 

The Branch ret-onJnends that the C<mnission authOrize an increase of $3,652 or 
100$ which WOuld increase estimated annual revenue from $3,652 at present rates 
to $1.304 at recommended rates contained in Appendix B. This increase provides 
the revenue requested by BLW and t-esults in a .6~ rate of return on rate base. 
The Branch is aware that this is a large increase. Hor.:ever. BLW has been 
operating at a loss for many years and even with the increase will barely break 
even. 

The O:xmlission's opinion, aetel- investigatiOn by the Water Utilities Bra~h is 
that: 

a. The Branch's reOOrrrnended Surrmary of Earnings (Appendix A) is 
reasonable and should be adopted. 

b. The rates rec-oornended by the Branch (Appendix B) are reasonable 
and should be authorized. 

c. The quantities (Appendix D) used to develop the Brar~h's 
recommendation ate reasonable and should be adopted. 

d. BUI should be relieved from Qt'del'ing paragraph No. 5 of D.8Q-12-041. 

THE C(lt"lISSION fINDS that the increased rates hereby authodzed are justified 
and that the pl-esent rates are. for the future. unjust and um'ea son able • 

IT IS RESOLVED that: 

1. Authority is granted under Public Utilities Code Section ~5q fot Big Lagoon 
Water Company to file an advice letter incorporating the Sumr.~ry 6f Earnings 
and revised rate Schedule No. 1 attached to this resolution as Appendices A and 
B, respectively, and cOncurrently to cancel the presently effective rate 
Schedule No.1. Such filing shall comply with General Order 96-A. 

2. The effective date of the revised tate schedule shall be the date of filing. 

3. Ordering paragraph No. 5 of D.SQ-12-0Ql is rescinded. 

~. This resolution is effective today. 

I certify that this resolution was adopted by 
at its regular meeting on January 23. 1986. 
apprOved it: 

Executive DirectOr<..,;, '-.. ---~ 
." l~ ) - '.~ 1 I ~. J .~ ... ,;.' . 
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APPENDIX A 

BIG LAIXX)N .... ATER WlPANY 

S~.ARY Of EARNINGS 

(Estimated Year 1985) 

- ------:utnity F.S'Umated: pt-al'IChtStimated° 0: -· · :~esent : Requested: -~esent--flReQUested: · · Item : Rates . Rates Rates Rates :A~pted: . _ .. 

Operating Revenue $. 3.652 $ 1,3()~ $ 3.652 $. 7,30~ $ 1.30Q 

~pe,-atin~ Expenses 
J\Jrchased Power 800 800 690 690 690 
Payr()ll 2,400 2. IJOO 2.'WO 2,400 2,400 
Insurance 815 815 1,360 1.360 1,360 
Vehicle Expense 2.200 2,200 1.010 l,07~ 1,010 

Total Expenses $ 6.215 $ 6.2"75 $. 5,520 $ 5,520 $ 5.520 

~preciat.ion 0 0 1,590 1.590 1,590 
Property Taxes 0 0 0 0 0 
Inoome Taxes 0 0 0 0 0 

Total ~ductions $. 6.275 $ 6.215 $. 1.110 $ 1.110 $. 7.110 

Net Revenue ($ 2.623) $ 1,029 ($ 3.1!58) $. 1911 $ 1911 

Rate Base 

Average Plant 55,66Q 55,6611 55.66Q 55,6611 55.66Q 
Average Depr. Res. 22,296 22,296 2~,285 211,285 2~,285 
Net Plant 33.368 33.368 31,319 31.319 31,319 
Working Cash 570 570 510 570 510 

Depreciated Rate Base $33,938 $33.938 $31.9119 $31,9Ij9 $31,9li9 

Retw-n on Rate Base Loss 3.0$ Loss O.6~ 0.6~ 
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APPLICABILllY 

APPENDIX B 

Schedlll e No. 1 

GENERAL HUEREO SERVICE 

Appiicable to all metered water service. 

TERRITORY 

Big Lagoon Park &Jbdivision-Block A and vicinity. lbr.boldt Comty. 

RATES 

Service Charge 

for 5/8 x 31~-inch meter ...... " ... II .... " .. " .. It .. " ....... 

for 3/Q-inch meter ........... , .......... . 
fOt' 1-inch rnelet' ................. III ................ .. 

For 1-1/2-inch rr.eter .. " ...... " .. '" ..................... .. 
for 2-inch meter .. " .............................. " .. 

QJantity Rates 

first 300 cu.ft. I per 100 cu.ft •••••••.••••• 
<Net- 300 CIl. ft.. per 100 cu. ft. • •••.••••••• 

Per ~eter Per }bnth 

$ 11.50 
12.60 
17.30 
21j.OO 
31.00 

1.15 
1.63 

(I) 
• I 
I 
I 
I 
I 

(1) 

(I) 
(I) 

The service Charge is a readiness-to-serve charge Which is (C) 
applicable to all metered service and to which is to be added ; 
the monthly charge corr~uted at the Quantity Rates. (C) 
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APPENDIX C 

COMPARISON Of RATES 

A C6rr.parison of present and I\-anch's reC6rrrr.ended rates for metered service is 
shown below: 

METERED SERVICE Per .. :eter Pel' l'ooth 
W€s"e·nt . Recohinei1<fe<f 

Service Qlarge: Rates Rates 

for 5/8 x 3/~-inch meter • ............... t ••••• 

for 3/11-inch roeter · ..................... . 
fOt' 1-inch met€r .. , ...................... . 
for 1-1/2-1nch meter ......................... 
rot 2-inch met€r • ..... " •••••••••• III ..... 

QJantity Rates: 
first 300 cu,ft., per 100 cu.ft. 
Next 1,700 cu. ft., per 100 cu.ft. 
Over 2,000 cu.ft., per 100 cu.ft. 
<Ner 300 cu.ft., per 100 cuSt. 

• ...... II ..... · ....... " ... · ......... .. · ..... " ..... 

. -
.$ 5.75 .$ 11.50 

6.30 12.60 
8.65 17.30 

12.00 211.00 
15.50 31.00 

0.58 1.15 
0.78 
0.97 

1.63 

A monthly bill <XlrrParison fOl' a 5/8 x 31~-inch meter is Sho'r.'t1 below: 

Usage Present Recoornended A:nount Percent 
100 cu.ft. Bills Bills Increase Increase 

0 $ 5.75 .$ 11.50 .$ 5.75 100.00 
3 7.lj9 lfJ.95 7.lt6 99.60 
7 10.61 21.IJ7 10.86 102.36 

10 12.95 26.36 13.41 103.55 
13 15.29 31.25 15.96 10lj.38 
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APPENDIX 0 
(Page 1) 

ADOPTED QUANTITIES 
C19S'S Test." Year) • 

Ncrne of (i;)rrpmy: Big Lagoon Wat.er COmpany 

Net-to~ross ~ultipli~r: 
Federal Tax Rales: 
St.at.e Tax Rate: 
Local Franchise Tax Rate: 
Business License: 
Uncollectible Rat.es: 

f:xpenses Test. Year 198~ 

1. f\Jrchased Power 
. Pacific Gas'and Electric 

. l'oEal-cOst-($J 
Rate Schedule 
[ffecti ve Date 
kr.'h: 
$!kr.'h 

2. f\Jrchased Water: 
3. I\rnp Tax-ReplenisMent Tax 
lJ. Payroll and fuployee Benefits: 

I-'.anagefnent Salary 
5. Ad Va lor" em Taxes: 

Service Connections --
1. ¥.eter Si ze 

5/8 X 3/1&11 
3/4" 

111 
1-1/211 

2" 

.......................... · ........................ .. 

." .. '" ........................ .. · .......................... .. 
• .................... l1li .... . 

Total 

1.000 
O.OS 
0.0$ 
0.0 
0.0 
0.0 

$690 
A-1P 

9/1/85 
7,200 

0.0958 
Pbrie 
N-:me 

$2,1100 
o 

No. 

2lJ 
3 
1 
o 
o 

28 

2. l'J€'tered Water Sales Used to ~sign Rates: 

Block 1 

Block 2 
Total 

Range - ccf 

0-3 ref 

(Ner 3 ccf 

1985 
Usage:: ccf 

1,008 

1,332 
~.3qO 
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Line 
lb. -

1. 

2. 
3. 
4. 
5. 
6. 

7. 

8 
9. 

10 
11. 
12. 

Item -
Operating Revenues 

~erating Expenses 

APPENDIX 0 
(Page 2) 

ADOPTED TAX CALCULATIOh~ • .• •••• 1_ •••• 

1985 
Adopted Rates 

CQ"'f •. Fl'r 

$7.3011 

5.520 
Taxes Qher Than Incoroe 0 

$1.3011 

5,520 
o 

1,590 
o 

Tax Depreciation 1,590 
Interest 0 
state InCO!Y'.e Tax o 

Sub-total Deduction 7,110 7.110 

State Taxable Incorr.e 19'11 
State Income Tax 0 
federal Taxable InCQme 
federal Income Tax 
Total InOOme Tax 0 

T-SOle pt-oPriew)-, not corporation 

(END Of APPENDIX D) 
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APPENDIX E 

TO All. PARTIES \\'00 HAVE WRITTEN TO TIlE C<WIISSION REGARDING mE REWEST fOR A 
100J RATE INCREASE BY BIG LAGOON WATER COHPMIY 

Dear OJstomer: 

After considerit1g all factors presented, the C«l11lission has authorized an 
increase of 100l. For the typical cus~~r this will mean an increase in the 
monthly bill f)-om $tO.61 to $21.41. The Coomission is aware that the increase 
~v-anted is large. Ho'r:ever, this utility has been operating at a loss for m:my 
years. 

In establishing rates, the Comnissiol1's n)le is tWOfold. The rates to the 
ratepayer WJst be kept as low as possible and. at the same time, set so as to 
cover operating expenses and provide a fair return on the utility's investment 
in its water system. You may be assured that the utility's request "'as 
thoroughly reviewed and evaluated by the Cor.Inission staff before this change in 
rate was granted. 

Two custor.uers "'Yote to the Coumission CO£T:t)laining about lo", water pressure. 
01e also protested the magnittrle of the util ity fS requested increase. A field 
investigation of Big Lagoon Water ~anyfs system was made 011 June 19. 1985 by 
a member of the Watet- Utilities &-anch staff. At that time. water pressuce 
throughout the system was within the t-ange prescribed by the Cocrnission IS 
Genera;l Q-der 103. Rules Q)vernitig Wate.- Service. 

~e appreciate your ~~-iting to us. If you have any further questions. please 
contact Peter T. Liu at (415) SS1-09l.JO. 

Very truly yours. 

WESLEY FRANKLIN. (flief 
Water Utilities &-anch 


