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BEFORE THE PUBUC UTILITIES CCl1MISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
HILLVIEW WATER CO., INC., for ) 
approval of Department of Water ) 
Resources Safe Drinking Water Con- ) 
tract Amendment Number E51014 (A-5) ) 
dated March 16, 1981 increasfng the 
loan amount authorized by Decision 
No-. 91560 dated April 15, 1980 from 
$442,797 to $578,757 for the purpose 
of completing the project authorized 
by that decision. No additional 
surcharge is to be assessed. 

Application 82-06-73 
(Filed June 30, 1982) 

F. Dana Walton and David A. Linn, Attorneys at Law, 
and Roger L. Forrester, for Hillview Water Co .. , 
Inc., applicant. 

Joseph C. Gasperetti, Attorney at Law, for Sierra 
Organization of Citizen Committees On Water, 
protes tant • . . / 

Gunter A. Redlin, for State Department of Health 
Services, interested party. 

F. Javier Plasencia, Attorney at Law, and Harry P. 
Aubright, Ill, for the Commission staff. 

IN'I'ERIM OPINION 

Hillview Water Co., Inc. (Hillview) seeks approval of 
Safe Drinking Water Contract Amendment Number ESI014 increasing. 
the existing Department of Water Resources (DWR) loan from $442,797 
to $578,757 for the purpose of completing the remainder of the 

.--.......... project authorized in Decision (D.) 91560, April 1>, 1980, in 
Application (A.) 58816. This application 'Was filed in response 
to Ordering Paragraph 2.i. of D.82-0l-l04, January 21~ 1982, in Case 
(C.) 10937 which requires Hillview to~prepare and file an overall 
plan that identifies the remainder of the plant items to be· con-
structed, the cost of each, and the manner in which the construc-
tion will be financed (mimeo. page 24). 
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A duly noticed public hearing was held tn Oakhurst on 
September 8, 1982, and the matter was submitted on oral argument. 
Statements were received from the following Hillview customers: 
Joe Costa, Carol Campbell, Jewell Scott, William. Allen, Clarence 
Dlmcan, Catherine McGoldrick, Betty Rutherford, James Scott, 
George Petri, and Leo Grizel. Testimony was. received from Roger L. 
ForresteJ; Kenneth D. Schmidt, Gunter Redlin, Barbara Cr,oss, and 
Harry P. Aubright, III. 
Scope of the Project 

Ibis application requests approval of an add~~ional loan 
of $135~960 under the Safe Drinking Water Bond Act (SDWBA) 
to complete the project we authorized in 1980 (D.9l560, April lS, 
1980, A.58816), which will provide a safe source of potable water 
away from the contamination of the Fresno River and w1.11 pro-
vide additional storage suitable to gravity flow at the time power 
outages are experienced in the Hillview service area. 

In January 1982, in a complaint case f!ledby Sierra 
Organization of Citizen Committees on Water (SOCCCM), we ordered 
Hillview to file its plan for completion of this construction 
(D.82-01-104, January 21, .19a2, C.10937)'. Description and 
cost of the elements remaining are as follows: 

1. Completion of pipeline to proposed storage 
site - $23,063. 

2. Construction of 400,000-gallon storage ~ $63,125. 
3. Development of new water supply of approximately 

300 gallons per minute - $34,862. 
4. Completion of repairs to Higbway 41 - $13,950. 
5. Other - $960. 
Hillview- had received estimates from. contractors in 

developing project costs, but tests o£proposed new well sites bad 
not been made. Thus the cost estimate for development of new water 
supply may vary substantially from the estimate given by Hillview. 
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With respect to location of the new water supply, SOCCO~ 
draws our attention to the evidence in earlier proceedings tending 
to sbow t~t existing junction ~rea sources may yield the additional 
supply of water required. SOCCOW requests that we require Hillview 
~o explore this alternate well site along before testing the more 
remote area recommended by the utility. 

Kenneth D. Sc~~clt, a ground wa~er hydrologist familiar 
~~th the Fresno area supported Hillvicwts choice for the site of 
new wells, although no testing has been do~e. to date. 

Gunter Redlin, a supervising s.:lnit.:lry engineer with the 
Depart~ent of RC.:llth Services (DBS) urged prompt ap?rov~l of the 
additional loan to complete the project. It is ~b$olutely essen-
tial, according to Redlin, to abandon the wells along the Fresno 
River for public health protection reasons. 

P~llview believes that no higher surcharge will be needed 
to amortize the additional loan because additional customers will 
CO::le on line 3.ftcr development is completeo, thus incrcasiT:'..g the 
nu::noer of ratC!payers pay-Lng the existing s'Urcho.rg~ -lno provic:1ing a 
bond act fee for new customers as well. That new customers will, 
in £~ct, ~tcrializc is disputed by SOCCOW which pr~ducecl an exten-
sive list of potential customers who seated that they would not 
~pply for service. 
St~ff Recommend~tions 

Staff recommendations, presented by Harry P. Aubrigh't, III, 
Revenue Requirements Division, ~re tl~t we authorize Hillview to 
enter into the additional SDWBA loan with the Department of ~Jater 
Resources (D1iIR), bu'C ebat we impos~ requirements designed to provide t--

reasonable assurance tlwt the project will be completed in a cost-
effective ~nner and within budge:. 

With respect to surcharges, st~ff suggests elimination of 
the existing surcharge for the Coarsegold-rughlands District because 
no benefits were derived in that area from the pr.oject. All other 
surcharses should re~~in in ?lace until the number of new custo~rs, 
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if any, can be objectively determined. Staff recommends a future 
bond act fee for new customers. 

In summary, s·taff recocmends the followi.ng condi tians 
be included in our approval of this loan: 

1. No work on the pipeltne or storage facili-
ties should be undertaken until Hillview 
has demonstrated that it bas developed a 
new water source of satisfactory quantity 
and quality. Hillview should file a . . 
report with the Commission. that the loca-
tion of new wells is cost-effective as 
compared with the well location recommended 
for testing by SOCCOO. 
This report should include DRS cODCUr.rence 
and assurances that the proposed new water 
source meets health standards both for 
quantity and quality. 

2. Hillview should prepare and file a second 
report, concurred in by OO'R, setting forth 
bids received and other information t~ 
substantiate that the improvements can 
be constructed within the $135·,960 loan 
limit. 

3. The required filings would be open to 
inspection by SOCC~ and the public, and 
upon their approval by the Commission, 
construction would commence. 

SOCCOW and Public Witnesses 
SQCCOO' and the customers of Hillview who pro-

tested at the public hea~ in Oakhurst ffnd the credibility of 
Hillview and of this. Commission to be seriously wanting. 

The Hillview customers who addressed the Commission . 
decried the poor quality of the water being served and: the high 
price they pay for it. Recent rate increases granted to- Hillview 
received a hostile response • 

. There is a sentiment generally prevailing 1n Oakhurst 
that the utility should somehow, but without rate increases, 
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perform the necessary plant improvements, improve water quality, 
and lower its rates. However, the customers attending the hearing 
applauded the testimony of Gunter Redlin of DHS after his statement 
of the health hazards facing Hillview customers which. virtually 
compelled abandonment of wells in areas subject to pollution along 
the Fresno River. 

We will continue to strive to assist Hillview and its 
customers in their efforts to achieve acceptable water quality and 
quantity at its cost, with a reasonable return to the utility. 
Discussion 

There is no reasonable doubt that the improvements pro-
posed by Hillview must be accomplished. We approved them in 1980 
and we do so again. 

However, we agree with SOCCCM and with staff that all 
promising new well sources should be explored and that ~ mechanism' 
should be established to monitor the proposed construction program 
so that it is most cost-effective and will be brought forward 
within budget. We will therefore adopt the three-stage method of 
procedure recommended by staff. 

As to rates, we ,will eliminate the surcharge at Coarsegold-
Highlands as that district has received minimal benefit from loan 
funds thus far expended. We will not, however, adopt a bond act fee 
for new customers or change other surcharges until better cost 
evidence is at band. 
Findings of Fact 

1. The proposed water system'improvements are needed to-
produce a healthful and reliable water supply. 

2. There is insufficient evidence that the $135,960 requested 
will be sufficient to complete the proposed improvement. 

3.' There is insufficient evidence to determine the most cost-
effective source of new water supply available in Hillview. 

4. A phased program to ensure cost-effective improvements to-
Hillview's. water system within loan limits is in the pub-lic interest. 
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5. The surcharge for Coarsegold-Highlands should be eliminated 
as not commensurate with any benefits received in that district. 

6. There is insufficient evidence to determine whether " 
surcharges other than for Coarsegold-Highlands should be modified. 

7. There is insufficient evidence to establish a bond act 
fee for uew customers, if any, of Hillview. 
Conclusion of Law 

The application should be granted to the extent set forth 
in the foll~ order. 

INTERIM ORDER 

IT IS ORDERED that: 
1. On or af~erthe effective date of this order, Hillview 

Water Co., Inc. (Hillview) is authorized to· file its revised rate 
schedule for Coarsegold-Highlands attached as Appendix A. This 
filing shall comply with General Order 96-A. 

2. Hillview is authorized to borrow $135,960 from the State 
of California to execute the proposed loan application and to use 
the proceeds for water source testing only, as approved by the 
Department of Water Resources. 

3. Hillview shall first determine the availability of 
additional w3ter from the junction source, including testing for 
quality and quantity, if appropriate, and shall file a public 
report with the Commission setting forth its efforts and results. 

4. In the event that the report shows the junction source to 
be inadequate or unavailable, Hillview may request Commission 
authority to test other sites. 

5. Upon receiving. further authority, Hillview may test other 
designated sites and file a public ieport setting forth testing, 
results. 

6. 'l'hese reports must have the approval of the Department of 
Health Services on the quantity and quality of 'any new source to 
meet health standards. 
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7. Hillview sh~ll file a fu=~hcr public report subst~tiating 
thst the proposed improvements c~n be constructed within the $135>960 
loan limit less water source testing costs. 

8. Upon the filir~ of these re?orts, Hillvi~ ~ly ~pply t9 the 
Coomission for further authority to usc the lo~n proceeds, to cstab-
lis:'" a new bond' <let fec to amend :hc e:dstins surcharges, or for 
other relief ~lthin the scope of the ap?lication. 

9.. Plant fin.:mced through the Sm·fSP. loan shell be pcrmunently 
~~cluded from rate base. . . 

!he suthority granted by this order to issue an evidence 
of ~debteaness ~d to execute a locn contract will become effec-
tive when F..illvieor0'7 p~ys $272, set by Public Utilities Code Section 
1904(0). In all other respects this order becomes effective 
5 days £=o~ today. 

Dated December 15, 1982 , at S.:I.11 Francisco:> Ccliforni .. l .. 

. JOHN E. BRYSON 
President 

RICHARD D.. GRAVEU.E 
'LEONARD 'M. GRIMES> JR. 
VICTOR CALVO 
PRISCIllA C. ,GREW 

Commissioners 
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APPENDIX. A 

COA.RSEGOLD HIGHIANDS 'IARIFF AREA 

Schedule No. CR-l 

METERED SERVICE 

APPLICABILITY 

Applicable to all metered water service. 

TERRITORY 

Coarsegold Highlands and vicinity, three miles south of 
Coarsegold, Madera County. 

RATES 

Quantity Rates: 
Per Meter 
Per Month 

First 300 cu.ft. per 100 cu.ft. 
Over 300 cu.ft. p'~r 100 cu.ft. 

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

$ 1.53-
2 .. 03 

12.90 
12 .. 90 
17.60 
23.50 
31.70 

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

END OF APPENDIX. A 
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With respect to location of the new water supply, SOCCCM 
draws our attention to the evidence in earlier proceedings tending 
to show that existing junction area sources may yield the additional 
supply of water required. SOCCCM requests that we require Hillview 
to explore this alternate well site along before testing the more 
remote area recommended by the utility. 

Kenneth D. Schmidt, a ground water hydrologist familiar 
with the Fresno area supported Hillview's choice for the site of 
new ~ells, although no testing has been done to date. 

Gunter Redlin, a supervising sanitary engineer with the 
Department of Health Services (DRS) urged prompt approval of the 
additional loan to complete the project. It is absolutely essen-
tial, according to Redlin, to abandon the wells along the Fresno 
River for public health protection reasons. 

Hillview believes that n higher surcharge will be needed 
to amortize the additional loan bec use additional customers will 
come on line after development is c mpleted, thus increasing the 
number of ratepayers paying the exis ing surcharge and providing a 
bond act fee for new customers as we 1. That new customers will, 
in fact, materialize is di~puted by S COi1 which produced an exten-
sive list of potential customers who tated" that they would not 
apply for service. 
Staff Recommendations 

Staff recommendations, present d by Harry P. Aubright, III, 
Revenue Requirements Division, are that authorize Hillview to 
enter into the additional 5mBA. loan with the Department of Water 
Resources ~), but to impose requirement designed to provide 
reasonable assurance that the project will e completed in a eost-
effective manner and within budget. 

~ith respect to surcharges, staff suggests elimination of 
the existing surcharge for the Coarsegold-Highlands Distri~t because 
no benefits were derived in that area from the project. All other 
surcharges should remain in place until the number of new customers, 
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7. Hillview shall file a further public report substantiating 
tha: the proposed improvements can be constructed withfn the $135,960 
loan limit less water source testing costs. 

8. Upon the filing of these reports, Hillview' may apply to the 
Commission for further authority to use the loan proceeds, to estab-
lish a new bond act fee to amend the existing surcharges, or for 
other relief within the scope of the application. 

9. Plant financed thr gh the SDQBA loan shall be permanently 
excluded from rate base. /' J '\ 

The authority grante by this order to issdue. an evidence . f'./'.-J 

of indebtedness and to execute a loan contract ,v.Lll become effec-
tive when Hillview pays $272, set by Public Utilities Code Section 
1904 (b) • In all other respects tll s ~ order becomes effective /"I<:A.-J 
5 days from today. DEC 151S8l Dated _________ ~ 
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at San Francisco, California. 

JO}L~ E. 13R\'SON 
P!'esident v 

RICHARD D. GRA. VEJ. ....... E 
1..EONARD M. CR:'\1E$. JR. 
VlCTOR CALVO 
FP.l.SCH .. LA C. GREW 

Commis~ioners 
.'.~ 


