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PUBLIC UTILITIES COKHISSION Of THE STATE Of CALIfORNIA 

CoPY7°: 
----

Orig. and copy 
to [)e~utlve Director 

RESOLUTION NO. W-3302 

EVALUATI~~ & COP~LIANCE DIVISION 
BRANCfVSECTION: Wat.er Utilities 
DATE: Harch 5. 19$6 

Director 
---- h'unerical File 

Alphabetical File 
---- Account.ing Officer 

RESOLUTION 

NORm GUALALA WATER CO~:PANY. INC. (NGWC). ORDER 
AUTHORIZING A GENERAL RATE INCREASE PRODUCING 
$35.7QO OR 28.11 ADDITIOSAL ANNUAL REVENUE. 

By draft advice let.ter received by the Water Utilities Branch (Branch) on 
August 28. 1985. NO~C request.ed authorit.y under ~ction VI of General Order 96-
A and Section q5q of the Public Utilities Code to increase rat.es for water 
service by $l.JO.8IjO or 31.9". NG'~C estimates that. 1985 revenues of $128,05'1 at. 
present rat.es would increase to $168.89~ at proposed rat.es and provide a rate 
of return on rate base of 9.QJ. NG'hC currently serves about 658 metered 
customers in both Gualala and Anchor Bay, Hendooino County. 

The pres~nt. rates have been in effect since January 1,. 1984, pursuant to 
Resolution No. W-3163. dated January 5, 1984. which authorized a general rate 
increase. 

The Branch made an independent analysis of NGWC's s~~ry of earnings. 
Appendix A shows HO:O:C's and Branch's est.imates of the s\.lllllary of earnings at 
present. requested and adopted rates. The differences between NG"'{C's and the 
Branch's estimates of the sUT~ry of earnings are in operating expenses and 
rate base. 

The differences in the estimates of operating expenses are in purchased power. 
materials. employee benefits, and depreciation expense. 

The Branch's estimate for purchased po'..:er is $25,080, whereas ~'C's estimat.e 
is $2~.210. The Branch's estirr~te is higher because it used the latest twelve 
months actual recorded kilowatt-hour use data taken from NGWC's pOwer bills to 
estimate the purchased power. NGWC made its est.imate based on less current 
data than that used by the Branch. 

NG"l:C's estimate of matedals is $22,500 versus the Branch's est.imate of 
$8,100. The difference results from NGWC improperly including in its estimate 
$lQ,400 relating to main replacement which should have been charged to capital 
and not. expensed. 
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The Branch's higher estima~e in employee benefits reflects later data. The 
pr~~iurns on a group health insur80¢e policy were recently increased. 

The Branch's higher depreciation expense Is due to the transfer Of roaterlals 
for main replacement fr~ the expense acoounts to the capital accounts as 
explained above in the discussion on Materials. 

The difference In the esUroates of rate base are in plant, depreciaUon 
reserve, and working cash. 

The major reasons for the &anch's higher estimate is due to th~ Branch 
transferring a portion of materials expense to plant as discussed previously 
and a $16,000 estimating difference for a new filter plant. The &anch l s 
estimate for the filter plant of $56.000 is higher than NGWC's $~~.OOQ estimate 
because of later information ~~ich was not available to NGWC at the time its 
estimate was prepared. The filter plant Is addressed later in the discussion 
on service. 

The differences in depreciation reserve is due to differences in the plant 
estimates. Working cash estimates differ because of the estimating differences 
in operating expenses. 

NOWC's requested increase would result in a 9.~J rate of return. This is belOW 
the rate of return range (to.75J to tt.25S) recomr.~nded by the Financial Branch 
of the Evaluation and r~pliance Division for ~~ll water utilities. The 
Branch recv:Tinends the range midpoint rate of return of t 1.0~ for NQlC and 
believes this aT~unt is reasonable. This rate of return on rate base will not 
result in NGWC realizing more revenue from the increased rates than was 
requested. 

NGA~ was informed about the Branch's differing view of expenses. rate base, and 
rate of return and has stated that it accepts the Branch's estimates. 

A notice of the proposed rate increase was mailed to all customers on September 
17. 1985. Nineteen customers ~yote letters protesting the magnitude of the 
proposed increase. Q1e customer ~Tote to state his approval and a petition 
containing 2q customer signatures requested that the Co~ission exa~ine 
carefully the real necessity and basis for granting an increase at this time. 
A proposed letter of response to the customers is shown in Appe~jix E. 

On-Nove~er 1q and 15. 1985. the Branch engineer made a field inspection of 
Na~C's system and interviewed cusbomers. All above ground facilities including 
a recently added new 30,000 gallon tank were inspected and found in good 
conditions. The new tank will provide peaking capacity during times of high 
system demand. In addition, NCi'r-'C acting under directions of DHS has purchased 
and i~ installing a new filter plant. This plant is bO treat spring water ood 
s~uld be on line in V~rch 1986. However, even with these syste~ improvements, 
it can be seen that many older pipes are inadequate in size. NGWC realizes 
this, and is annually replacing about 1,000 feet of old mains to eliminate dead 
ends and to increase flow rates where restriction are most likely to occur in 
the future. 
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i>vrlng the field investigation the only cusl«oor coroplatnt. pertet,oed to , 
turbidIty caused by the ~casional use of an unfiltered source of water. Apart 
from this turbidity COmplaint, n6 other cus~r eoroplained abOut the quality 
of service. Ous~~rs Interviewed in the field were specifically asked to 
recail low pressures or supply shortages. They all assufed the Branch engineer 
t·hat then: was always gOOd pressure with no outages as far as they could 
remember. The Branch cooclooes that service is satisfactory. There are no 
Conmission orders requiring syst~~ improvements, not are there significant 
service problems requiring corrective action. 

NGWC's present rat,es C«\sist of a service charge and a IlVlt.i-block quant.1ty 
rate structure. The Branch's recoamended rate structure is in conformance with 
the Comroissioo's roodel rate structure with a service charge, 300 cubio feet 
lifeline-block, and an inverted tail block. Monthly bills for a typical fuil 
tLrne residentiai customer will increase froro $15.Q8 to $19.8Q. A comparison of 
present and the Branch ree<:mneooed rates in shown in Appendix C. 

NGWC carries in its tariff book rate Schedule No. 2L, Limited Flat Rate Service 
fot a lumber mill which has ceased to operate. NGWC has requested, and the 
Branch concurs with, the withdrawal of this schedule. 

The Branch recommends that the Commission authorize an increase of $35,740 or 
28.1$, ~~ich would increase estimated annual revenue from $128,OSQ at present 
rates to .$ 163,79'1 at recoortlended rates contained in Appendix 8. This increase 
provides for an 11.0S rale of return ~~ rate base. 

The Corr~issi6n's opinion, after investigation by the Water Utilities Branch is 
that: 

a. The Branch's recoomended Stutnary of Earnings (attached as Appendix A) 
is reasonable and should be adopted. 

b. Rate Schedule No. 2L, Limited Flat Rate Service should be discontinued. 

c. The rates reco:w..ended by the Branch (at.tached as Appendix B) are 
reasonable and should be adopted. 

d. The quantities (Appendix D) used to dp.velop the Branch's 
recommendations are reasonable and should be adopted. 

THE ~~ISSION FINDS that. the increased rates hereby authorized are justified 
and the present rates are. for the future. unjust and unreasonable. 

IT IS RESOLVED that: 

1. Authority is granted under Public Utilities Code Section ~5q for North 
Gualala Water Company, Inc. to file an advice letter incorporating the Summary 
of Earnings and revised rate Schedule No. 1 attached to this resolution as 
Appendices A and 8. and concurrently to canCel the presently eftective rate 
Schedules Nos. 1 and 2L. Such filing shall COL~ly with General Order 96-A. 

2. The effective dat.e of the revised rate schedules shall be the date of 
filing • 
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3. Thls Resolut.1on Is effecUve t¢day.· 

I certifY that this resolutlon was adopted by the PUblio Utilities CommlsslOn 
at Us regular meeting on March 5. 1986. The following O:iInlssloners apProved 
it: 

" : ' \ 

i:!'/\" 



APPENDIX A (. NORnI GUALALA WATER CaiPANY, INC. 

SlWJ.RY Of EARNInGS 
(Estimated Year 1986) 

: Utility Estimated : Branch EsUmated .. • 
:l"iesent • Requested: Present : Requested: • • • 

• Item : Rates • Rates • Rates • Rates :Ado2ted: . • • . 
Operatin~ Revenue 

Metered $127,130 $161,910 $127.130 $167.910 $162.81() 
OthetS 924 924 924 9211 9211 

Total Revenues 128,05& 168.891f 128,05& 168,89& 163.19& 

Operatins Expenses 
Source of Supply Exp. 600 600 600 600 600 
Pu:nping Power 24,210 211,210 25,080 25,080 25,080 
Materials 22,500 22,500 8,100 8,100 8,100 
labor 25,500 25.500 25,500 25,500 25.500 
~~nagement Salaries 11,200 11,200 11,200 11,200 11,200 
Office Supplies & Exp. 3,500 3,500 3,500 3,500 3,500 
Insurance 12.018 12.018 12,018 12,018 12,018 
Account., legal, etc. 1,700 1,700 1,100 1,700 1.700 
General Expenses 2,630 2,630 2.630 2.630 2,63() -. Vehicle Expense 7.800 7,800 7,800 7.800 7.800 
Office & Storage Rentals 2,1l(X) 2,400 2.1100 2,400 2,1100 
Err~loyees Benefits 5.880 5.880 8.000 _8,000 8.000 

Total Expenses 119.938 119.938 108,528 108,528 108,528 

Depreciation 11.205 11.205 tt.72O 11.720 11.720 
Property Taxes 5,910 5,970 5,970 5,910 5,910 
Other Taxes 4,260 4,260 11,260 Q,260 11,260 _ 
Income Taxes 2()() 7.175 200 9,190 7 1870 

Total Deductions $11J1.573 $'Q8.5Q8 $ 13().618 $139,668 $138,3QS 

Net Revenue ($ 13.519) $ 20.3116 ($ 2,624) $ 29,226 $, 25,Qll6 

Average Plant 1lJ9,7lJO 7lj9,740 110,900 770,900 110,900 
Average Depr. Res. 3\5,990 3\5,990 316,240 316,240 316.240 
Net Plant 1133.7lJ9 1133,749 45Q,660 lj51J,600 4511,660 

less: Advances \9,820 19,820 19.820 19,820 19,820 
Cont.r ibutions 219.890 219,890 219,890 219,890 219,890 

Plus: Working Cash '20,100 20.100 15,OQO 15,OliO 15,O~0 
II'&S 1.200 1.200 t .2C() 1.200 1,200 

Rate Base 215,340 215,340 231,190 231.190 231 ~ 190 

Rat.e of Return Loss 9.4J Loss 12.6~ 11.0~ 

• 



APPLlCABIt.1ll 

APPENDIX B 

Schedule No. 1 

GENERAL METERED SERVICE 

Applicable to all u~tered water service. 

TERRITORY 

Gualala and vicinity, located approximately 15 miles south of Poin~ 
Arena, r;eooooino Count.y • 

• RATES 

Service Q,af!~e Per ¥;eter Per Month 

For 5/8 x 3/Q-inch meter . , .................. . 
For 3/Q-inch ~~ter ............................. 
For l-inch meter ..................... t .... 

For 1-1/2-inch meter ............................ I ..... 

For 2-ioch meter .................................... 
For 3-inch meter ...............• , ... 
For q-inch meter ...... , ............... " .......... . 

~antity Rates 
o 

first 300 cu.ft., per 100 cu.ft. 
Over 300 cu.ft., per 100 cu.ft. 

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

$. 7.2lj 
111.60 
19.'40 
27 .30 
35.20 
66.70 
90.00 

1.'40 
2.10 

The Service Charge is a readiness-to-serve charge which is 
applicable to all metered service and to which is to be added 
the rr~t.hly charge computed at. the Quantity Rates. 

(1) 
I 
t 

I 
I 
I 
I 
I 

I 
(1) 

(1) 
(1) 
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APPENDIX C 

COOPARlSON Of RATES 

A comparIson of present. and Branch's re¢~nded rates for rr~tered service is 
shown below: 

METERED SERVICE 

Service Olarge: 

Per P~ter Per Month 
Presen~ Rec6mmended 
Rates ~ates 

for 5/8 x 3/Q-inch reeter II •••••• -Ii •• II • II II .... , ... 

For 3/11-inch meter • I • II •• " ............. II 

Fot I-inch rr.etet • •••••••• *' .. II t •••• II •• 

For t-t/2-inch meter II .................... . 

For 2-ioch meter • ........ II •••••••••• " II • 

For 3-inch meter • ••••• I- .... i ......... III • 

For q-inch meter • ••••• t ............... . 

Quantity Rates: 
First 300 cu.ft •• per 100 eu.ft. 
Over 300 cu. ft.. I per 100 eu. ft .• 

• " •• " •• II •••• .............. 

$ 5.65 
1'.~O 
15.20 
21.30 
27.50 
52.00 
70.00 

1.09 
1.611 

$ 7.2lj 
lQ.60 
19.140 
27.30 
35.20 
66.70 
90.00 

1.~O 
2.10 

A corr.~arison of monthly customer bills at present and recommended rates for a 
5/8 x 3/lt-inch meter is sh~~ below: 

Usage Present. Recorrmended Amount Percent 
100 eu.rt. Bills Bills Increase Increase 

0 $ 5.65 $ 1.2Q $ 1.59 28.1 
3 8.92 t1.IIQ 2.52 28.2 
5 12.20 15.611 3.QQ 28.2 

10 20.40 26. tli 5.7" 28.1 
20 36.80 lj1. 1 q 10.3" 28.1 
30 53.20 68.111 111.9" 28.1 
50 86.00 ltO.111 211. \Q 28.1 

100 168.00 215.111 111. \IJ 28.1 



(. 

• 

• 

APPENDIX [) 
(Page 1) 

ADOPTED QuANTITIES 
(1986 Test Year) 

N~e of ~~any: North Gualala Water Company, Ino. 

federal Tax Rates: 
State Tax Rate: 

Expe~ 

1. Purchased Power (Electric) 

15J, 18S 
9.6S 

Pacific Gas and Electric Company 

2. 

3. 

Total Cost $25,080 
kr.'h 2lt3,ltOO 
Eff. Sch. Date 5/7/85 
$/k'r.'h used O.1030~ 

Payroll 
liTl>loyee Labor $25,500 
Office Salaries 11.200 

Total 36,700 

Payroll Taxes 11.260 

Ad Valorem Taxes: $5,910 
Tax Rate 1.0041 
Assessed Value 5911,620 

Y~teted Water Sales Used be Design Rates: 

Range - Cof 

Block 1 (Lifeline) 0-3 
Block 2 >3 

Usage - Cof 

16,013 
31,829 
53,562 
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APPENDIX D 
; (rase ~) 

ADOPTED QUANTITIES 

CUst~~rs and Usage 
Usage KCof 

1986 
Avg. Usage 

Cof/Yr. 1986 
C«mlercial 

¥,etered 53,56~ 

Line 
No. 

1. 

2. 
3. 
lJ. 
5. 
6. 

7. 

8 
9. 

10 
11. 

12. 

13. 

Publio Fire Proteotion 

ADOPTED SERVICES BY METER SIZE 
(all classes) 

Meter Size 

5/8 X 3/411 
3/4" 

1" 
1-112" 

211 
3" 
4" 

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

......... II ........................... . 

••••••••••••••••••••••• 
.......................................... 
...................................... 
...................................... 
...................................... 

Total 

1986 

646 
1 
7 
3 
1 

AOOPUD TAX CALCULATIONS 

Itern 
1986 

Adopted Rates 

Operating Revenues 

Operating Expenses 
Taxes Other Than Income 
Tax Depreoiation 
Interest 
State Income Tax 

Sub-total Deduction 

State Taxable Income 
State Income Tax (9.6S) 
Federal Table Income 
Federal Income Tax (15S, 

Total Incoo-,e Tax 

USE 

CCfY fIT 

$163,794 

108,528 
10,230 
11,720 

130,478 

33.316 
3.198 

18~) 

(END OF APPENDIX D) 

$163,7911 

108,528 
to.230 
11,720 

3,198 

133,676 

30,118 
lJ,671 

1,869 

7,810 

8\.11 
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APPENDIX E 

TO ALL PARTIES \l'HO HAVE WRITTEN TO 111E CC»iISSIO~ REGARDING ruE REQUfST FOR A 
31.9J RATE INCREASE BY NORTH GUALALA WATER ca{PANY. INC. 

Dear CUsWmer: 

After considering all the factors presented, the Commission has authOrized a 
28.1$ general rate increase for North Gualala Water Company, Inc. For the 
typical full tirr~ customer this will mean an increase in the monthly bill from 
$15.QS to $19.SQ. 

Nineteen customers ~Tote to the CO~ission to protest the magnitude of the 
proposed 31.91 increase. and 2~ customers signed a petitIon to request a 
thorough investigation of the proposed increase. The Cootnisslon staff made an 
analysis of the operations of this utility. made adjustrr~nts to the utility's 
estimates and recommended to the Commission that an increase of 28.1~ be 
authorized. The major reasons for the increase are to cover the cost 
associated with a new filter plant being added to the system to improve water 
quality and to cover the increases in the cost of electrical power. 

In establishing rates, the CO~ission's role is twofold. The rates to the 
ratepayer rr~st be kept as low as possible. and at the sa~e time. set rates so 
as to cover operating expenses and provide a fair return on the utility's 
investrr.ents in its water system. You may be assured that the utility's request 
was thoroughly reviewed and evaluated by the Commission staff before this 
change in rate was granted. 

~e appreciate that you took the time to provide your opinions on the proposed 
rate increase. If you have any questions please call Ernst K~olle at 
(Q15) 551-1903. 

Very truly yours, 

~~LEY FRANKLIN, Chief 
Water Utilities Branch 


