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Decision :8"' °5- 073 September 30 1983 ; O{BU@BU\ 1&&

BEFORE THE PUBLIC UTILIZIES COMMlSSION OF THE SQATB*OF«CALIFORNIA

In the Matter "of the Joint Applicatfon~) =~ -+ 'v - /Eml L el TR Al
of Francis d. Ferraro, doing.business .. oo e s

as MADERA RANCEOS WATER CO., and )
MADERA .RANCHOS WATER COMPANY, -INC., "a .
California corporation, for. autho:ity
to sell and transfer his ‘cervificate
of 'public ‘convenience and necessity
and related assets to MADERA RANCHOS .
WATER COMPANY, INC., and for rne
latter to lssue and ‘se’l g
of its capital stoci - S L
latter ©o ‘vorrow L 5 .
Drinking ‘Water Bc R
surcharge, 10 wat,
principal and

- -Application -82-12-4l =17
- (Filed December- 16,,.1982) - -
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parties. ~~**** i
- Mary. McKenzie, Atiorzay at Law, and C Frank & .-
Filice, Tor the Connmission s*af{xw

"1 70 Franeis H. Ferraro, doing ‘business as Madera Ramchos Water -
Company, requests authority 4o sell- and ‘transfer 'z certificste of -~~~
pudblic . convenience and necessity ‘and related assets t¢¢ Madera Ranchos'
Water: Company,: Inc.” (Madera), for Maderz to Iissue and 'sell® F000-~ ¢
shares of its capital stock, to secure & loaw under the Safe Drinking
Water Bond Act (SDWBA) and to add a surcharge to its water rates in
order %o repay the principal and interest on the loan.
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. The proposed plant improvements are set out below.

(a) Construct 8-inch water mains to provide
- w-complete looped system: to-increase. flow and:.

pressure distribution for 4-1nch mains and .
dead-end pipes. - -

(b} - Construct a gravel pack well With a 75 SIS L. LTl
© . --horse-power pump.. . .. RTINS

P PR P o .~

.{e) .Comstruct a hydro-pneumatic,tank for: pump SPRETE N T
pressure_ and tlow cqn:rols. .

'¥ld5"¢Construct auxliany engiﬁe SVStem f?? LT oL E
! etmes oy power (nome at’’ o i

‘ts.inrnew water*mains;i o

or meter.reading inv I~ oot
provements.are.shown-in the . . .
followi

stimated. .. Work:tosbe
_Performed.by. . ....

V80,500, 00_ o .Contractor - ..

(o) 7©12,250.00 = Comtractor - -
Ecﬁ; 12,000.00"-.- - Contractor "~ .2
d . - T R N e S VPR
7 Piping, o T ' e
' Hydro-tamk, Meters, c~. ° ... ul . acovoccroa SToennn
Pump_and Appurtenances,‘ 161,000.00 COnt-acxor .
(e)" Fire Hydrants " - T 15,000.00 “Contractor’

{f). Compaction. Tests: .. Soaor o 34000.000 . 0 Contractor:. =
(g) Auxiliary Engine and L e
Appurtenances 80,000.00 "7 "Comtractor

-(B)  Meters.- _ _ LT UL L T55000.00 " .Contractor
(1) qTelemetering . 94,000000 . Contractggagﬁ )
- Subtota¢ . L $532 750.00 . . . . LT LT
““Contingeacy” = "' 52, 250 00"' oo
-~ Ipeidentals,: . Lloceo DD w sy voic el Dot s el
. Administration . | 7, 500 00 . Lt e T
Engineering "87,500:00 " o o
" Total Contract Work $680 ooo oo‘ o
" Department ‘of Water "~ - T e
Resources Fees: (3%)“" fijhoo;OO:"Mr S SR ST e
Total Loan Amount $700,400.00

-3 -
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Claudia Stanley ‘sponsored Exhibit 27 ' She {s office manager
of Madera and corporate secretary.  In Her prepared testimony’She B
stated- that she: believes the meters are a-requirement of‘DWR that’ i
order. to ‘effectively read ‘the ‘meters the -teleémetering systen‘is e
necessary. - She stated ‘that f{n the opinicn of their englineer Mr. ~—~ -
Giersch, the auxiliary power proposed is not necessary and could be ™~
eliminated without materially ‘affecting the ‘quality of service.

' - ‘Stanley testified ‘that -during ‘each of the—past three'years
one of the pumps has failed -during the summer'peak-season' that £t
generally ‘takes six to seven days to get 1t repaired“‘and‘that durfng
the repair period many- complaints are- received concerning low‘water -
pressure.. T2 T A EE N AN SR SO S TR STE N

" Garolgs ~{viY engipeer retained by Ferraro
for the purr, \and specirications for the'system
improvenen ‘roblen areast P e IR T

B ' " deadend’ lines and’ o SR

ytduringfpeakgsummetlxg

o e

:posed to install some. firelpp‘
bydrants\ presently no fire protection.c

-y e

He stated \ ,ly of between 1300‘and 1500 ,
gallons a m_ £ necessary to drill at least 800

M.-‘-s-——- .

Lo oso feet ann, ,nld have to be 18 or 21 inches.m He .

el ke

testified that if b-bi_,-vﬂm were unmetered, it would need at least ‘

[

500 gallons a mihute more than if 1t were metered.:”P

Giersch stated that although his estimates for the project
are valzd to the best of his belief at the present time they are ‘

- e

really no more than estimates. A new estimate will be prepared‘when

e

tne proaect'iélfinally determined and that will be used to put the

project out to bid. '’ Tne witness stated rurther that in his opinion":”

PREPL VRN A

the auxlllary system originally lncluded as part or the. project

- \-n.../u-.-.d.-\..u e )

improvement is unnecessary because Paciric Gas and Electric Companyha‘

PR c e e R -

(PG&L) serves the area rrom two substations which are. interconnectedc.
therefore the likelihood of a power outage i3 minimal.

v
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BEFORS THE Pu&_zc UTILITIES COMAISSTON. OF THE STATE op CALII-‘ORNIA

3

In the Matter of the Joint Applicatfon ) ~- = = ~4-0ino T Tl TonT
of Francis H. Ferraro, doing.busizness .}- L - o
as MADERA RANCHOS WATER C0., and -
MADERA: .RANCHOS wWATER ‘COMPANY, -INC., "a-
California c¢orporation, for authonity‘
to sell and transfer his certificate‘
of pudblic convenience “and necessity °
and related assets t0 MADERA RANCHOS .
WATER COMPANY, INC., and for the
latter to..issue and sell -1,000 -shares:
of its capital stock and for the. . :
latter to oorrow funds under the Safe
Drinking Water Bond:Act, "and to-add a ’
surcharge to water rates .Lo repay. -the .
pr;ncipal and ;nvrest on such loan.

© Application 82-12-4y -
- (Filed Decemder 16, .1982)

<y
1

: : [ - "
3

- D

Palmer & Willoughdy, by Michael F. Willoughby, -~ ~ 7 -%=
Attoraey at Law, for Madera Xanchos water ~:- RIS
Company, applicant. o G e e

Gun ter A. Redlin, for California Department - R
f Health Services- Edward Crandall, for . —

Department of Water Resources; and :,,“*:;n

Arlene Joyce Ellis, for Madera Ranchos . . ,
Homeowner's Executive Boards interested j"jﬁ:f T

-7 parties. ARt
- Mary McKenzie, Attorney at Law, and C F*ank

Filice, for the Commission staff,

o Seo Ry

o A-,;-.Q_E}..I:E.Q..!l S LW I
Francis H. Ferrare, doing dusiness as Madera Ranchos Water -
Compazy,” requests authority ‘to "sell and transfer -3 certificate of --°-
public convenience and necessity ‘and related assets to Madera Ranchos‘
Water Coampany,” Inc. (Madera), Tor Madera 'to fssue’ and sell T,000:-" =°
shares of its capital stock, to secure a loanm under the Safe’Drinkiﬁéx
Water Bond Act (SDWBA) and to add a surcharge to its water rates in

order to repay the principal and interest on the loan.
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Duly noticed public and evidentiary hearings were‘he;d_inh,

Madera on April.5, 1983 and in San Francisco’ ApriI”G'”1983. m
" ..Ferraro owns and operates a public-utirity“water System‘*

authorized to provide service to-two. metered ~and 478 nonmetered -
customers situated near the City-of’ Madera. Ferraro originally ,,J-‘i
applied to the Department of Water Resources .(DWR) for ‘“1oan.undergfa
the SDWBA and requested authority from this Commission to ‘borrow a"f‘
maximum of $700,440 .in order to effeet necessary capital improvementﬁ
10 the systenm, thereby- meeting water quality standards prescribed by
Title 17 of the California Administrative Code and .the. Commissiontsﬁ
General Order 103. He requested authoritywto~repay'the loan over a
peried of 20 years, and to increase rates for water~3ervi¢eiby'a
sur¢narge. Ferraro stated in his applicaoion that DWR had expressed
the desire that he incorporate the sys;egvigﬂorder to faciiitaie tﬁe
granting and servieing of the loan.“ He therefore has caused the
systen o be incorporated. If the application and surcharge are
granted, increases in groso revenues woul& be as shown in the
following tabulation: . T s

[ T . - e . woon - e T

(a) Estimated 1982 Annual‘Gross o _»M}L;“tizwry
Revenues at Present Rates ”;‘ o $.91,500
(b) Annual Surchaige.Penﬁrti' ,ifgffﬁg“j-qﬁ}iji5ﬁ
This Applicaoion _ . 81,044
(e} Total: [ .= .ot -;-‘: -$172, 544
(a) Percentage Increase {n T
Revenues Due to Surcharge 88.6%

Madera would establish a balancing account which would be
credited with revenues collected -through the .surcharge..~ The account
would be charged with payments of interest and: principal .on.-the loan:
aodfpoeAsu;oparge-woulo;behadjgs;eo”whentauthorized-by:thenCommissioni
to reflect changes in the number .of connections and/or overages or.: .
sbortages in the balancing aceount.. . . .:ooo o Coracouzoo o
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. The proposed plant improvements are set out below:

{a) Construct 8-inch water mains to provide a-os- -77 750
- . -complete looped system: to-increase.flow ands.

pressure distribution for n-inch mains and
dead-end pipes. ’ -

-+ (b) - Construmet a gravel pack well with a 75 R
R horse=-power pump.. : -

- --{e) .Construct a nydro-pneumatic tank. for: pump STonL T
pressure and flow controls. L

“(d) ,Construct auxliany,engine system ror R
7 standdy emergency. Power (none at’”
preseat).. - . - , e

(e). Install-fire bydrants in new water mains:-
(). Install meters:for:existing water'users:“:A” ST e T

(g) -Install telemetering for meter: reading" 1n STk
- .high density area ARots. . . - SRR

' The costs Tor the various improvemenzs are. shown in the;ku'
following tabulation'

y . . ean -~ B Y

"~
— '

K -

ait e e+ A vy s

‘ - .ot o .Estimated. .. Work:to:ibde
- Descr;ptlon of Item o Best _Performed.by. ...
. (a) Water Mains . $.80,500.00 _Contractor -
(b) Gate Valves™ - - 7 0712,250.00  ° T 'Comtractor’

(¢) Trenchb Restoration. ~. .. .12,000.00 . © .~ Contractor . i~<-%
(d) Well, Well Site Imp.,.

Piping, Eleectrical,” =~ ~~ 7 - S I
- . Bydro-tank, Meters,.--. SLLIAVE oL el LTl R e
- Pump_and Appurtenances , 161,000.00 : ;Contractor N
()" Fire Hydrants ~  "~°""""° " 15,000.00°  Contractor i
-(£)- -Compaction.Tests~ ~ -~ - 0 35,000.000 0 . Comtractorc. ... 5%
(g) Auxiliary Engine and St e e
Appurtenances 80,000.00 T 77 “Comtractor
An)  -Meters.. ... o o o - .75;000.00 - -~ .Comtractor
(L _'I'elemetering .. ... . -94,000000 .. Comtractor. - ..,
 Subtotal . .- :$832,750.00. . . .
~-Imeddentals, . .. .ocD Iiw 0N onmo L mn oL oLan al oromics
. .Administration . -.. T,500.00 I
- Engineering T “87“500"00
©  Total Contract Work $68O OOO 00 ‘ ’ - T
*~ Department -of Wager = -~ - - - Tt
Resources Fees:(3%):- 20, 400 00. - N e ~
Total Loan Anmount $700,400.00

-3~




A.B2=12=44 ALJ/rr/it *

Publie Hear;ng

- - e
-

At tneApublic nearing segment of the proceeding held on
April 5, six customers gave stacements for Lhe record.r Generally
these customers were opposed to the. size of tne increase coming, as
it has, on the heels of an approx;mate 91% rate”increase authorized
Ferraro in 1982.. -In-all-about 20 customers attended: the public
hearing. The correspondence section of"tbe rormal” file contains
between 90 and 100 letters: from cnstomers, almosoﬂail of whon oppose
some of the xmprovements requested in the application ;

By Decision- (D.) 82-11-024-dated November:3;.1982, we
imposed on Madera-a.service connection: moratorium, due.to the lack of
adequate water pressure in the system.~ The Department”of‘Heal*n

Services (DHS) had been receivi ng numerous compla-nos concerning low
pressure and water-outages. - - 7 :

EVldence P N A

Robert-Shell, a. cnstomer, sponsored Exh‘bit 1, a2 bid froz 2
eontractor.: daned-July 1982~for a well tank-and- pump in~the~amounu of
$6%,257. -The_ purpose of his exn bit was to poiat out the difference
between tne bld'he received. and the figure of $161 OOO suggested by
the engineering firm which would be engaged to do the wor\“on "enis’
project. The bid shown Ln Exhibit 1 includes: the < cost-for.a 10,000~
gallen storage tank. The bid ror a 50, OOO-gallon storage tank which

Shell asserts- is- far in excess of anytning reqnired would bring the
Total Dld t0 $120 000. e T N’ii?“

e

Counsel - for Ferraro stated that Shell's bld may be'based on
some faulty" assumptions (1) because~zt contemplates a” 500 foot well
whereas Madera is thinking: abouc an-850-foot well, and Cé) ‘the
estimate is based on a pump tnat Wlll produce 600 gallons per minute
{(gpm) wnereas the Madera proposal includes a- punp tnat ﬁill produce
in excess of 1,000 gpnm. He stated however, that the state 3 DHS
requires the contracts be pun to b;d aad thac anyone in.the community
who is qualified may particlpate in the! bidding process.
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Claudia Stanley sponsored -Exhibit 2. She s offiee manager
of Madera and corporate -secretary. ' In Her prepared’ testimony’she
stated that she believes the meters are a'requirement of'DWR' that in
order. to ‘effectively read: the meters the telemétering system is
necessary. - She stated that inm the opnnion of their engineer“Mr.";'s
Giersch, the auxiliary power proposed is not necessary and could de "™
eliminated without materially affécting the Quality of ‘sérvice.

: . - Stanley testified that ‘during each of the past three years
one Of the pumps ‘has failed .during the summer peak season'“that ET
generally takes six to seven days to get it repaired“annﬁihat during

the repair period many: comﬁlaints are- received concerning Iow‘water
pressure.. . . I B A e

: Garold Giersch ‘Is the ¢ivil enginmeer retained by Ferraro

for the purpose of preparing plans and specirieationS‘for‘the sysoem
improvement. - He ‘described two main problem -areast -~ < -

1.~ Low pressures, caused by’ deadend 1ines and T
. inacequate sized piping. .- :

o

~,2‘. Deficiency. in water supply. during. peak summer.
' months.

He stated that zt is also proposed to install some fire

hydrants in chose areas where there is presently no fire protection. T
He stated that in order to get a snpply of between 1300 and 1500

T e

gallons a mxnute it would probably be. necessary to drillﬁat 1????,500

to 650 feen and one well sxze would nave to be 18 or 21 inches. |
testitmed tnat ir the 3y3tem were unmetered it would need at 1east o

‘.. » o P
[

500 gallons a minute more than if it were metered._ ‘

Gzersen stated that although bis estimates for the project
are valxd to the best of his belzef at the present time, they are .
really no more than esiinates._ A new estimate will be prebared when
tne progect is finally determined, and that will be used to put tbeJ
project out to bid. The witness stated fnrther that 1n his apihiah Ng

the aux;lxary system originally included as part 6f“£he project T
improvement 13 unneeessary because Paeific Gas and Electrio Company_

e e P T S

(PG&L) serves tne area from two substations whzch are interconnected
tnerefore the likelihood of a power outage is minimal.

Y

-5 -
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Giersch sponsored Exhibits 5 and 6. Exhibit 5 is a .
compariaon of netered with.unmetered Systens .in the Fresno-Madera -
area of tne San Joaquan Valley.m The five unmetered systems show .
gallons per day per .person usage ranging from 251 .£0..325.:'The three -

metered systems indicate -usages of 170 to 22403allons per: day.-per..co.
person.. .

. e e sn e s .‘..\n R EES
™ .o"'-d‘! P L R N A

Exniblt 6 LS a graph portrayxng,proﬂected~energy cost -
savings over a period of 35 years. It shows that: the pumping cost at
tne,present PG&E rate over 35 .years, if Madera is metered,: will be -
about $731,000;. whereas the cost for pumping.the greater. amount. .of - :
Vat@{,??\EP¢~P?¢3¢3¢-HPQ¢P€R€4~313&¢maW°uld.bﬁ=$?m°77»99°A, The - ~
difference ie about $345,000, and represents the difference in - _ Ly
pumping 197 gallons as .opposed to .290 gallons. .per person per day.

Over a, 20-year period, the difference would- de abdbout: $190,000; for 30.
years, about $290, 000. Zhe qoet)for,xnstallinghmetersgis presently. ..
estimated at $75,000;. the. cost for inst alling telenmetering,: $95,000.

Giersch test;fied that if-‘the system~were-metered adequate
water supply to the service area could be su‘ppﬁed w‘ith*a new well '
navzng a rating of about 1. 300 to 1,500 gpm, but, if unmetered, a
larger capacity well would be required and 1nstead of 1 500 8pe,
between 2, 000 and’ 2, 200 gpm would be’ required. ‘He stated he is :'“ .
fam;lzar wlth the area, and that it is unllkely that a well could be f
developed that would produce 2 200 gpm-'that if a 21-inch well were Jf
drilled 800 feet, it 2ight stall be necessary s drill a second well,
and the end result would be two wells at 1 OOO orv1 200 gpm instead Z*
of one 2,200 gpm well. ) -

" rhe w;tness estimated the cos. of drzll:ng an additiona’ .
well to be about 805 hiéher than the cost for the single weii:j"_ ‘
o In summary, Giersch stated that the 3ystem currently )
requires about 1] 000 gpm but 13 only producing approximatEl}aéoo gpm f
and 1s water deficient, especially in the’ summertime"that with aL; "
full buildout of the subdivision plus tne present usage the total ,
demand for water would be about 2 300 to 2 SOO gpm. However, this fff

,300 or 2 500 gpm flow contemplates tnat tbe system will be metered

v a e R, .

-6 -
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ana if it 1is not metered tnen Giersch expects. the systemlwould aeed. . .
an additional SOO gpm. Tne total _demand .then would be. about.2 #8300 to -
3, 000 gpm. Furthermore, tbis latter figure includes no. provisionnrorm
Lfire flows., In order to provide fire flows, a factor would .have -to .

be agded on to the figures shown above. Giersch stated -he -had not -
included fire flows because they are not required by the.county or -

any agency.

- < e =T L e e ey

P e e - W

Claudia Stanley testified tnat Ferraro 'S, current L
conservation program is a voluntary one. Customers w‘th even—!ih' -
nunbered addresses have been asked to do their watering only on even-
numbered days. cen

PR

wnicn was experiencing a severe water snortage.ﬁ Pamphlets have been N
made available to customers explaining bow conservation can be__ﬁth_“
acnieved and water conservation k‘ts are available to customers

W e

seeking ‘them. She stated that the system is in.a designated low.iJJm
pressure area and Ferraro is only required to supply 25 .pounds per
sqQuare inch to nis customers, but tnat once. the improvements are.made.
he would be willing to supplv water -at a. higher level.i;? Lyl
Gunter Redlin,la sanitary engineer with DES, testified that .
sometime during 1980 DHS began to. receive complaints concerning wal

A

outages and severe low pressure.ﬂ,DHS decided”that, as.a, minimum,;aﬁ
new well should be drilled'.one or significantly nigher -capacity .than.
eitner of tne two wells currently in, service. .DES encouraged -Ferraro .

to apply for tne loan. Redlin believes _that if .the new—well is .

constructed Lo produce 1,300 or 1 SOO_gpm aad. if theeexisting wellsuxd
are jointly capable of producing 900 to A 000 .per, minute, the new. .. .

R .

progect will bring the system Jup.to minimum standards.J -However, he

- e

questions wbetber tne new well will .be able . to Jprovide adequate water

vl e a

for a total subdivision buildout if water demands .are as high.as .- .
Gierscn_indic_atedT He stated tnat he was not aware until.recently of
now nigh tnese water‘demands wouldﬁbe under unmetered service.“,ni

However, Redlin,pointed out tnat.DHs is primarily concerned witn

",.‘:‘. I

LA

AN
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service for present, rather than future’ customers." He explained ;hat
the loan- -program exists*in order-to- upgrade exiating water aystemsﬂto'
nininut - standards, plus ‘an allowance “for reasonable growth éé? “"'f
stated that ‘service at -4( pounds will be- adequate for ‘the exiating e
system. Concernlng the- proposed auxiliary power system,”RedIin’ -
stated that-at the ‘time DES made ‘1ts recommendation” including tnfs

Teature, it did not have the information testified %o by Giersoh
i.e., that tne power outages whioh have occurred are neither very

frequent ‘nor long in duration. o e IR ) o

- " RedIlin: further testified that DHS does not reou:;e that T
water oomnanies provzde metered service to their customers.’ However,'
it normally recommends metering when there is evidence‘that adequate i
water supply zs hard to come by. Basically, Redlin took a’ neutral ‘
position with- respect to ‘the” auxiliary 3uppl&, metering, and
telenetering portions: or the- project. He" agreed with Giersch that
meterzng induces customers to use ‘Yess water.” - R

T Craudia Stanley sponsored 1=‘:f:hi.1:>:I.t'. 70 ‘a’ statemen. T

concerning the’ costs lnvolved in~ niring meter readers for the
system. She estimated it would require two furl” time readers to
adequately nancle“Madera's ‘service area. At 3 salary of” $7 .50 per
nour this would" amount ‘to $31 200° per year excluding employer taxes,w
beneflts,'worker compensation lnsurance, ‘ete. She noted that the
cost of telemetering is about $3.50 per ouatomer per month “or
$21,000 per ‘year;j ‘bug that this cost will end when the Ioan 1aﬂpa*d
off, whereas’ meter readers' salaries will inorease and Rever end: %
She test;fled that ‘the cnore of picking up telemeter readxngs at

.

blockend could be done by one person “in one day using the present
staff.’ She ‘believes that tne Iong-term savings in” power “costs whioh”“
would ‘otherwise be passed through to oustomers in" rate proceedings'

would pay for the metering and telemeterfng costs severaI times over.”

the proposed project. He stated DWR' normaIIy estimates thag™ " “f
customers can’ reéasonably pay for their water-one percent-of the ¥ ::"
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median income in a conmunity. In connection witn tnis project, the;nd

e ote ke e oy oneme e oa e e AW

recommended 3urcharge tnat customern could  afford was based. upon the.
rates in effect prior to tne nost recent. increase.. He, stated -that.
Madera could apply ror a longer term loan than .the 20 years
originally. contemplated -- up to as .much .as 35 years., pr;ndall
explained a variety of safeguards in the program:
_Ji,_Plans.must be approved by DES.

2. Madera must solicit bids for all. work overym, L
T $710,0000 and receive DWR'S’ approval before ' '
’ award;,ng the-did.. . -.. . Tl Tl L

3. The services of a fiscal-agent'tO“reeeive-4* LA ERL T
the surcharge must be secured. The fiscal
agent must notify DWR whenever funds have
not been deposited in accordance with the
terms of ‘the-contract or when an attempt . R
has-been made-to -remove funds: from the~-m*m~“~~f-""
agent without approval. - A

—————

4, DWR mnst receive a deed of trust on the
Madera property.. : T

" L e w e

. 5. A separate checking accouat must- be -1 "o .
L established to-handle the proceeds from the :
loan.,, . e LT L e e
6. A registered engineer must certi’y that S

work' is being completed in accordance with
_the approved contract..

;7.'!DHS conducts 2a. final. inspection of tne Ce e o
Co project before Tunds are released.

- " 8. "An audit is’ performed by the State ¢ T TUeT IOl
Cmos. o Controller's. Office.of all fund5~dispersed* TS
123 Madera. ,

-~ ._A.‘_ - -

-.‘\'.- [T,

Crandall stated that the requirement of a reserve.in. the N
contract is to insure that there are. funds avi able to.pay. the loan in
semi-annual payments.: He testified that DWR does not . require,meters,
altnougn its policy is to-encourage conservntionqand meters are. S
acxnowledged to.be.an, effeetive tool for. eonservation.n Crandall Lo
suggested that DWR reconsider the project costs, taking into WD oom
consideration the recent rate increase to determine whether the total
cost might now cause an unreasonable burden. He advised that if DWR

-
-
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concluded that auxiliary power, metering, and telemetering would place
an unreasonable financial burden on its customers Madera could'amend

and resubmit its request. - Crandall stated that the loan request could
be modified by a letter with respect to both the length of the loan‘“'

~ !

and tne deletion of certain elements. = ~°- R TAIRG Toees

"Staff withess C. Frank‘?ilice sponsored’Exhibit 13 and 1ate-
filed Exhibit 15. He explained that the 1mprovements made under this
loan will be permanently excluded from rate base” Tor' ratemaking
purposes. Filice calculated tbe’monthly surcha*geskwbich would be

applicadle on the basis of 20-, 30-, and: 35-year. 325 loans. This
iaformation 13 snown ln Iable 1. gt SRR ,

- A
-

v - .

Table 2 ~},;:§ savi imune

R ‘}.’ff o ‘Monthly' Sdpcharge
Size of Service or Meter ' - 20 Y?s._u . 30 Irs.. 35 ¥rs.
5/8™ x 3/4" meter or 3/4" ;- Tl
flat rate service e $ 5 85 - 5,20 .$5.05
3/4" meter 8.80-- - T.80.- 7.60
1" meter or flat rate ~ o coowo o o mones ] el
service (1) - - - 14,65 . _: .33‘.0-02--_- ‘ 12.65
12" meter or flat rate servﬁce 29.25 26'60‘“ ~ 25.25
2" meter o m_‘f‘ e R6 80 o 41 60 T 40,40

Filice explained that in the case before us DWR is the so-
callea lender of last resort;'that ;f“Madera webetgo borrow noney fronm
a private bank or savinss and loan insti ution it would. pay: twice the
8z% rate offered: throug&‘DWR. He also*testified %haa‘if Madera were
to invest its own funds in order to improve the 3ystem it would be
entitled to a’ reasonable rate of return on the new rate base items.
This," too, would cause a’ permanent increase in” rates” higher thed the "
surcharge increases’ proposed here- ° Filice recommends that the IR
surcharge begin approximately/November 1‘“1983‘in order for~ Madera” to
accumulate sufficient funds’ to meet interest payments that wili be due
the DVR in July 198“ B O . - "“ . - j.e

BN
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’ Ihe witness recommended with respect to the:approximately
300 vacant lots presently located within the-utility's service area, -
tnat a servzce fee charge be levied against -owners of vacant on” Ll
undeve%gpeq;lqpe. This-service.fee -would be the accunulated totalwof
tﬁe montnly loan surcnarge:provided~in Madera's tariffsioBe.:~o7 .0
reconmends that the maximum -service .fee should:be:the. -accunulation tof
- three or. flve years of surcharges, .due-and payable: upon,connec“ion ol
water serviee to the lot.  The-three-year accunulation would.be . L8

¢contingent upon tne loan being approved for 20 years~ the five-year
accumulation on a loan of either 30 or 35 yeara.

F;lxce"prOposed’that ir the Commission-allows the utility to

periodically adjust the~surcbargevto rerlect any,increases in the
number of customer>connections.j Tne witness emphasized that the
service’ fee ‘should be applied to property being furnishedfwazer from

o it e b Eia

the date ‘the Commission authorizes a surcharge 20 become,efrective to
the cate of connection for water serviece. -~ 7 T s -
. The matter was submitted -subject to the receip"3f¥6h‘”‘i

Crancall of revised recommendatioas concerning-metering, teleme ering,
and auxiliary power, and also to receipt of a related late-filed
exnidit from the staff prepared by Filice. cm e

: Crandall subnitted his late~filed Exhibit 14 April 2%. He
deternined that metering anc telenetering would not be cost effective;
that the cost would impose an Ynreasonable burden-on the,cuéfomers.
He recommended that these. two elements be deleted,: and :that ther
auxiliary power portion of the project be deleted also 11 DHS‘has no
obJjection. (DES bad already- -taken -& neutral position*regardxng\the

auxiliary power.) Crandall recommended a 30-year repayment tern for
the loan.
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:The "staff's ‘late<Ffiled “Exhidbit 15 ‘was fécéféédtné& 2.
Page "4 of _the .exhidit shows the: surcharges applicable for- an 8% “Loan
of $373,044 for terms of 20, 30, and 35 -years." An average interes;”’
rate for all SDWBA “loans will -bDe-determined after -all’ of‘the“State “of
Califorania Safe Drinking Water bonds - have -been-solds “At that“time’.he
interest.rate ‘on each -SDWBA -Loan ‘outstanding will be adjusted to- -~
reflect ‘the ‘average rate. - ThiS‘amoudt*éxéI&dés‘éos€5*fbr“é§xffiar§i:
power, metering, and telemetering. “Page 4 is° reproduced beIow. R

-

Caleornla Public‘Utilxties Commission"_‘;*

ARevised SDWBA Montbly Surcbargegfor
‘Madera Ranchos Water Company, Inc., . .
Excluding -Auxilfary Power,; Metering, and
- Telenetering -from -SDWBA Loan :

™ . R o . Monthly- Surcharge L
Size of Service ) ZO—Year o 30-YEar,_A 35—‘ear .
©ov o Meter UL L .. D Term Term S Ter‘m AR
5/8™ x 3/4" .mever or 7 e R D
3/4" flat rate servige $ 3.00 $ 2 &5- c$2.60.:
3/4" mever . ... . . .- . . - B50: - . B.00 . - (-B.90
LA aeter, or fla't ra:e B T S R o NV S S DL
- serviee Lo 150 685 650
13" meter or flat rate o _tm,'ki;i;_'«;,';??:*,A;
service SUTLABL00 LTI 13025 T ST B0 -
C 2" geter - 0 LT LnE oLl a4 00 0 T ;21::20; R 80

-V Tais surcharge 18 {n addi ion to regular charges ;:Mn‘
- Lor water service. -t SR e X DT

Total -amount of the~SDwBA loan excluding'3$-DWR administrative’
fee' $562 179- M .o -+ ~ ool

.Tota&.amounz of. tne SDWBA loan ;ncluding,B% DWR administrative: .
' fee, $373 ouu

- -",‘JﬂeA. X, PPN

NP @ * f e 3 e TR
p . e - ' Lo i e me o
e - . e - ~ .. s " —

el .
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By letter dated May 26 (Exhibdbit. 16) Redlin.advised.that
had been in contact with Giersch, who. inrormed him :hat the projecv
could not be completed for: the. runding amounts-originally reconmended
t0 him by Redlin inva letter dated April.12,-1983... Giersch' revised
estimates and proposea revisions, Lo each of which Redlin either
concurs or is neutral are snown below" ‘

[

m e

UL LT L . Lo s Proposed
Item - oo “* 7 ‘Recommendations f . Revisions

9,470' of 8" water maim . . :;Jaq,sppw .. - $ 85,230

Gate valves (25-8"0) R 11,2502
Trench restoration .. .. o .co70ooou 12, OOO vjnf ?Lf;7‘ - 12,000
New well BT ST TtU9B1,000 0 YT 17,0003
T Gravel pack $36 000 $50, 000 .

275 B.P.pump.. . . 80,0000 L oo T 25,000
3 Well site improvements .n12‘0002¢?f T e 1250000

4 Well site piping o 15,OQO,H . e ... 15,000
5 Elecrical L L 15,000 00 L LT T 18,0000

6 10,000 P.T. © 95,000 T 1500000
7 (5) Well meters 18,000 12,000

20 Hydrants S _wjlfw ﬁf“i‘:,.‘15 000
40 Compacnion tests™ T T T ”i""“ 3, 000"

Renapilitation” of 27 e “‘J::i _;: ) o -'“w‘;
existing wells  ~~_o ..~ v ovilorvoT o lUnll a0 sl .. TaeT Y48l

el 1155000°
25:Piping:connections . T L - 10,0005
Construction Costs™z oo .. ”1t”283;750f LTI o 298@330%
Contingency 27,808 -‘29;8u85
Legal & administration 3,973 , 7,5007
Engineering 46,120 71,0008
Plan checking fee 500 500
Total Contract Work 362,151 407,328
DWR -3% Fee 10,865

2 12,220

Total Loan Amount 373,016 419,548

(Footnotes on the following page.)
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Redlin notes the "ollow:.ng in’ connection with the proposed revisions. .
o ;-"‘1‘The piping cost’ has- been reestimated at’ o
- $9.00/L00t instead of $8.50/fo00t.:". .. . o1tk

e g?eoggte valve ¢ost.has been. reduced by" P

'3 The orzgznal estimate for a. 75'h,P pump was.

high. Although the new well now proposed”wili.
De deeper and. wider and use a 150 H.P. pump,

the new well" cost estimate is a reduction of .
$14,000 0z R

Renabilitation® of two wells, discussed at the -
hearing, is now recommended. Lo R

Twenty~-five piping connections will be -

requlred to tie in new mains with existing
mazns.:

PrEp—

An zncreased contingencyuree is required due-~~ .
to. 1ncreased constructlon cos.s. ERRPUREE AN vls

DES: i3 not opposed to the legal amd - " e
ens-neerins ¢osts shown in: the proposed sj%“*’

rev:.s:.ons.

Redlin points out that while the new total cost figure is L
approxzmately $46,000 higner than the one shown in his. April 12 .

R

estimate, it is a reasonable proposal allowing for a.muqh_lsrggr_
¢capacity pump and needed.rehabilitation of existing wellse - .l

Crandall, by letter dated June 21 (Exhibit:i17)-concurs.with

Redlin s latest proposal- and recommends approval e¢f:a.loanzofs.~. . %
$419,54y,
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. ~In respouse to the DHS and DWR-recommendations, the staff
has submitted Exhibit 18, containing a'revised surcharge-for~the-' -~~~
reconmended loan-with-a 30-year:term. This: final-surcharge -"" -

recommendation-is shown -belows: . ~ono7 T3 vl ovIT UL DealoLL Ll
-* ° Revised SDWBA Monthly Surcha“ge tor "*Afimm_i
Madera Ranchos Water Company, Inc. T
-Size of Service “. . “..Iu” I Monthly:Surcharge
_' or Meter . . . . .. .. ... .30-Year Term - . .- .
‘ 5/8" X 3/4" meter or. e - N
C3/4am flat rate service S L $ 3 00 .
"3/4" meter - ' f'm”j" o 4_'::;_ 4. SO i} .
1" meter or flat rateé service T 7,50 T
1z" meter or flat rate service 15° 00‘"”'”v””’mmm
2" meter = 10 |

Discussion B T L S T IV

. Wnile ‘many of the proposed: improvements area.delinite
necessity, a significant part. of ‘the originally contemplated-expense-

. ¢an pe savec by eliminating tb.e three features deemed unnecessar y,,,by.,‘.,.
DES, DWR, and the .staff. These.are-the auxiliary-power, metering and

teiemetering,porticns of. tbe prcpcsal.\““:, S o Tt O CC RN R DU TP St

e e an K ) e [P

B Ferraro 'S customers dneurred-.a 91%-increase in rates. :
erfective November 3, . 1982., To inflict a further increase-of;the ~:.:
magnitude requested.in the -application (88%) would be unconscionabdle..
unless apsolutely necessary to maintain c:,b:ingJtce:sxs@eqwto,aw_‘w”;
safe, adequate level for the present.customers.. .Such-not being.the
case, we will authorize Madera to -borrow. from the State .of California .
the sum specified in Exhibit 18 —— $h19 548.~,None Of .these -funds -
shall. be authorized ro establish auxiliary power, -metering.or =
telemetering services.

- P T . -~ e N T e P PR

- 1.5 -.
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.. The staff recommended.that-a. service:fee.be: assessed
against owners.of vacant:.lots, such-fee to:be,theraccunulated:totals. "
of monthly loan. surcharges, with a-maximum fee equal-«%to the: & ... .
accunulation of five years of surcharges:and-payable uponceonnection -
of service. This recomnendationMappear3:reasonable“and will de
adopted. ‘ ..;“‘;;';“I»'Iﬁf”}‘ TT,‘JA”.Jf.“t

f . . . . - e

Ferraro. is presently required to file~ quarterly‘repo*ts
with our. ﬁydraulic Branch on the status of his- effocta~to"obtain
adaitional sources of supply. This requirement as well as ‘the
present service ‘connection moratorium, will be continued under the
authority transferred to the corporation. )
Findings of Pact o

.« e e

. - - 1
-

1. Tne proposed water system improvemen s, except ’or
auxiliary power, metering and telemetering, are needed to produce a
healthful, reliable water supply. SIel irlnse

2. 'A"SDWBA loan of "$419,548 for a term of "30- years ~at 8:% w‘ll

provide’low—cost capital for the system improvements specified In
Exainie 18.: ST DL R S B SN v S PR YD

"3." The surcbarges~3hOwn infExﬁibit”fg wifi‘generate‘new‘}:
revenues of approximately $43,200 -per yéar, or a 4T 2% “facrease ‘per ©
year, which -will beiused4to“neet¢tné'léanLﬁa?ﬁen‘;andiéccﬁnélate,
over a TO-year perfod, ‘a-reserver eQual to~two semi-annual loan"“:itw”

increased . -by $7..50 ‘per month CLUIN IO LI AN L Ten LAt Ll L a Wl
"-The -surcharges ‘authorized should ‘be in effect onIy ‘as - long

as the SDWBA loan is outstanding. “The surcharge payments Should not
be intermingled ‘with other - utilfty ‘emargess - hh G LA v

5. “The surcharges "are ‘t£o-be used onIyQto”anortffgcéﬂe“SDﬁBk‘f:
loan. The surcharges should be separately identified ‘on “oustomersT™ ~ -
bills and the monies collected should be deposited in an interest-
bearing account with the fiscal agent approved by DWR. Such deposits
should be made within five working days after collection. The
interest earned on the deposits should be used exclusively for the
purpose of repayment of the SDWBA loan.

- 16 -
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6. The utility plant financed through this SDWBA Iban Should
be ‘permanently excluded from rate base”for ratemaking"b65503es.“”

T. A balancing account should be established,'to e credited
with revenue collected through the surcharges, and with Interest
earned on funds deposited with the fiscal agent. The balancing
account should de reduced by payments of‘princip&l and interest on
the loan and with any charges for the services of the ‘riseal agent.A
The surcharges should be adjusted periodically to re’lect changeé in "
the numbder of connections and resurtfng overages or shortages i the

~ e " o

balancing aecount, - T ET ATL DTRTUTTL 0T i me i S8 AT e

8. -'A service fee should be assessed against owners'bf'bacant“"
lots.” This fee should be the accumulated‘total of monthly'loan

- e

surcnarges, and the maximum fEe should be the accumul&tion of Tive ™
years of surcharges, payable upon’ "connection of water service.f?' ‘ B
‘ 9. ' The inereases in rates and ‘charges authorized by ﬁhis'L m
de¢ision are justified and are reasonable, and the present rates and
cnarges, ansofar as they differ from those prescribed by ﬁhis

T 0. T Te allow <transfer and”application ‘Tor the loaw funds as

sooz as possible, this order 3hould be e*fective today:‘“f" dronmen

- ] -

Conclusions of ‘Law = .. osnilw s SR Toale s

“° " 1. The proposed loan is for a proper purpose. - - T T TS

2. The increased bﬁ%éé’hhd:éﬁé?géﬁ:éré*ﬁﬁst”and‘f&d%ddéﬁiéﬁ1““
3. The application should be granted to the extent set forth

-~

in the follow;ng order. TR T e e

ORDER .

IT is ORDERED that: .
1. - On or after: the--effective date of this order, but’ before
October 4, 1983,: Francis: E.. Ferraro. may. transfer to: Madera Ranchos:::-
Water Company, Inc. (Madera) the water system and: related:assets. - .-
referred- to -dn.the application. ™ ~ "o . esvmon o mLiln.eT A W00

. P P 5 - s LAd L

N ey coaT T . . Cew N sy vtk

"o B
J A TN e . - e L P e
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2. Madera, ;n acquirzng the water.- -Systenm and related assets,
may assume the outstanding liabilities andrissue Dot to.exceed 1,000~
snares of zts ne par value capital stock-;;,w

3-, Madera shall file the reports required by General Order~~‘,
Series 2#

- “‘..

. -

Upon compliance with all the terms andccondizions of this

~

vt
‘-..~. L. n,~--a----"-w<~

connecnmon wztn the wacer system transferred.wk Coa e
5. Madera is authorized to borrow from tbe,State ot

i

.........

use the proceeds for the purposes specified in tbia,decision.,

6.q On or. after the effective date of this order, Madera-is . . -
autnorlzed to rzle the revised rate schedules. attached to this .order.
as Appendlx A Such filing shall <comply with General Order. 96-A. g
The effect;ve date of the revised rate 3chedules shall be. November 1,
79d5. S : B PR

7. Madera snall establxsh.and maintain a,balanciag.accountninu
which snall be recorded all billed -surcharge revenue .and ‘interest ..
earaed on ceposxts made wlth‘tde fiscal ageat. . The balancing account
shall be reduced by payments of principal and.interest to the - .
California Deparnment of Water Resources (DWR) and oy any- charges for,
the services of the fiscal agent,‘ A.separate statement.pertaiﬁidéﬁéo‘

tne surcnarges shall appear. on each custoner’s water. bill issued by
Madera.

- ~

e

. . .~
. o - . - . e e s ~

8. As a conditlon of tbe rate increase gnanted Madera shall

be responsible for refunding or applying on behalfl of 1ts customers
any surplus accrued in the balancing account when ordered by the
Commission. SIS e

P o e -

9. . Plant -fimanced: through the: California«Safe Drinking Water

Bond Act- of 1976 (SDWBA). loan shall ‘be- permanently excluded from’ rate-

base for ratemaking purposes... ~.l.. .. > . oz L n TLRmel Tulie

10. A maximum service fee of $450. is. set. - This represents: the .
accunulation of five years of the SDWBA surcharge.

- 18 -
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11. To assure repayment of the loan, Madera shall deposit all
rate surcharge revenue collected, in an interest-bearing account,
with the fiscal agent approved by DWR. Such deposits shall be made
within five working days after the surcharge monies are collected
fron customers.

12. Madera shall file with the Commission a copyY ©f the loan
contract with DWR and a ¢opy of the agreement with the fiscal agent
within 30 days after these documents have been executed.

13. Madera shall not connect any new services to its systen
until authorized by the Commission.

14. Madera shall submit progress reports to the Commission's
Hydraulic Branch every three months on the status of obtaining
additional sources of water supply.

15. Madera shall establish and maintain a separate bank acecount
to ensure adequate accountability for deposits and disbursements of
SDWBA loan c¢onstruction funds advanced by DWR.

The authority granted by this decision to issue an evidence
of andebtedness and to execute a loan contract will become effective
when Madera pays $840 set by Public Utilities Code § 1904(b). Inm all
otner respects, this order is effective today.

Dated _September 30, 1983, at San Francisco, California.

m——_ —“'-TS ﬁEf’: -\ LEONARD M- GRIN:BS' JR.

KISy NS - .1.. LV.‘

el President

‘ ‘i se vl
_«' “I, 1.1 :... PRV A Fe)
e T o~

e c ALY
HARRIS RV RIS DONALD VIAL
X S o Commissioners

A 4. Br‘c;”‘é Evoevsive DooCommissioner Priscilla C. Grew,
CoFa L. DURLEATE 5 being necessarily absent, did
- s not participate.

PLOLIC UTiLiTIES COMMISSION 1 Commissioner William T. Bagley,
STATE OF CALIFORNIA 1 being necessarily absent, did
not participate.
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APPENDIX A
Page 1

Schedule No. 1
GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

The outer boundaries of the area served by the system are as

follows: Bounded by Avemue 13 on the North and Road 38 on the East and
Road 36 on the West' with Avemue 11-1/2 on the South, Madera Cownty.

RATES
Per Meter Per Meter
Per Month Per Month
“Lharge Surcharge
Quantity Rates:
First 300 cu.ft., per 100 cu.fr. ...... $ 0.20
Over 300 cu.ft., per 100 cu.fr. ....... 26
Service Charge:
For 5/8 x 3/4~inch weter ceeceececocones 6.00 $ 3.00
For 3/4=inch WeLeY cecececcces ees 650 4.50.
For T=inch MeTer cevcecevncenenn 11.00 7.50
For 1 1/2-inc¢h meter ..... cosmoes 15.00 15.00
For 2-inch meter ...... cessna 20.00 24.00

METERED SERVICE SURCHARGE

NOTE: This swcharge is in addition to the regular monthly metered water
bill. The total monthly surcharge must be identified on each bill.
This surcharge is specifically for the repayment of the California
Safe Drinking Water Bond Act loan as authorized by
Decision (a) .

a. Insert Decision Number in Application 82-12-44 before filing
tariff. »

™
)

™)
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APPENDIX A
Page 2

. Schedule No. 2
RESIDENTIAL FLAT RATE SERVICE

APPLICABILITY
Applicable to all flat residential water service.

TERRITORY

Hoss: Bomis by Ruuoie 13 0n the fortn-and Rodh .03 the it 2
ollows: venue 13 on_the onl
36 on the West with Avemue 11-1/2 on the South, Madera Comty.

RATES
e Per Service  Per Service )
' ection Cormection
er Month Per Menth
Charge TSUrTHnaEY R
For_a single-family residence,
including premises not exceeding
1/2 acres In 8re3 ceeeveaccncennes $14.35 §7.50
For each 100 sq.ft. of area in
. exCeSS Of 1/2 B0YE vrvveecensocnnes 03 -
For Comercial, other than
Residential:
For each office wmit or retail
establishment: 1l-inch or Smaller 14.35 7.50
1-1/2 inch 19.00 15.00 o

SPECIAL CONDITIONS

1. The above rates apply to sexrvice comections not larger than
1-1/2 inch in diameter.

2. All service mot covered by the above classification will be
fumished only on a metered basis.

3. Meters will be installed at option of utility or customer for
gbove classification, in which event service thereafter will be
fxmished only on the basis of Schedule No. 1, Genmeral Metered

Service. |
FLAT RATE SURCHARGE ™
NOTE: This surcharge is in adddition to the r charge of $14.35 per
service cormection, per month. The total monthly sur e must be
identified om each bill. This suwrcharge is specifically for the
Tepayment of the California Safe Drinking Water Bond Act loan as
. axthorized by Decision (@ .

a. Inserg Decision Number in Application 82-12-44 before £iling
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APPENDIX A
Page 3

Schedule No. 3

STATE BOND ACT 1OAN FEE FOR UNDEVELOPED 1OTS

APPLICABILITY

Applicable to undeveloped lots within the service area of

Madera Ranchos Water Company, Inc., as of the effective date of
Decision (a)

TERRITORY

The outer boundaries of the area served by the system are as

follows: Bounded by Avernue 13 on the North and Road 38 on the East and
Road 36 on the West with Averme 11-1/2 on the South, Madera Comrty.

RATES

A sexvice fee to provide for reduction of the SDWBA loan

surcharges is chargesble to customers requesting futwre service to
mdevelrgped lots. a e

The service fee shall be the accumlated total of the monthly
surcharge provided for in Schedules 1 and 2, as applied to the property
being furnished water service fram the effective data of Decision

(a) to the date of the commection. The maxizm service fee
Shall be Lo5U.TU. The sexvice fee shall be due and payable upon
cormection of water service to the lot. The surcharge authorized by the
tthmmi:gtion, as contained in the Utility's filed tariffs, will apply
exeafter.

The monthly sxzcha.rg% «)established by the Puelic Utilities
a

Comission in Decision is subject to periodic adjust-
ment. The caleulation of the acaummulated swrcharges shall take into
account such periodic adjustments.

a. Insert Decision Nuber in A.82-12-44 before filing tariff.
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R
Decision SO C9 C78 SEP 3 0 1983 Y (h*-‘@uu\'{

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Joins Application )
of Francis H. Ferraro, doling dusiness )
as MADERA RANCHEOS WATER CO., and )
MADERA RANCHOS WATER COMPANY, INC., a )
Califorania corporation, for authority )
to sell and transfer his certificate )
of pudlic convenience and necessity )
and related assets to MADERA RANCEOS )
WATER COMPANY, INC., and for the )
latter to issue and sell 1,000 shares )
of its capital stock and for the

latter o borrow funds under 4he Safe
Drinking Water Boad Act, and to add 2
surcharge to water rates to repay Xhe
principal and intrest on such loaa.

Application 82-12-%4i
(Filed Decembder 16, 1982)

Palmer & Willoughdy, by Michael F. Willoughbv,
Attorney at Law, for Madera Ranchos water
Company, aprlicant.

Gunter A. Redlin, for California Department
of Healily Services; Edward Crandall, for
Department of Water Resources; and
Arlene AJoyee Ellis, for Madera Ranchos
Homeowner's Executive Board; interested
parties.

Mary McXenzie, Attorney at Law, and C. Frank
Filice, for the Commission staff.

/

CPINIONXN

Francis H. Ferraro, doing bdbusiness as Madera Ranchos Water
Company, requests authority to sell and transfer a certificate of
public convenlence and necessity and related assets to Madera Ranchos
Water Company, Inc. (company), for the company to issue and sell
1,000 shares of its capital stock, to secure a loan under the Safe
Drinking Water Bond Act (SDWBA) and to add a surcharge to its water
rates in order to repay the principal and Lnterest on the loan.
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Duly noticed public and evideatiary hearings were held in
Madera on April S5, 1983 and in San Francisco April 6, 1683.

Ferraro owns and operates a pudlic utility water systen
authorized %o provide service to two metered and 478 nonmetered
Customers situated near the City of Madera. Ferraro originally
applied to the Department of Water Resources (DWR) for a loan under
the SDWBA and requested authority from this Commission to bdorrow a
maximum of $T700,%40 in order to effect necessary capital improvements
0 the system, theredy meeting water quality standards preserided by
Title 17 of the California Administrative Code and the Commission’s

General Order 103. EHe requested 2ﬁ3h6;;ty to repay the loan over a
period of 20 years, and to increasé rates for water service by a

surcharge. Ferraro stated in hZs application that DWR had expressed
the desire that he Iincorporate the system in order to facilitate the
granting and servicing of she loan. He therefore has caused the
systen 0 be incorporate¢l If the application and surcharge are
granted, increases Iin gross reveanues would be as shown in the
following tabulation:

(a) Estimated/1982 Annual Gross
Revenues/at Present Rates $ 91,500

(b) Annual Surcharge Per
This plication 81,044
(c) Tota $172,544

(d) Percentage Increase in
Revenues Due %0 Surcharge 88.6%

The company would establish a balancing account which would
be credited with revenues collected through the surcharge. The
account would be charged with payments of interes: and principal on
the loan and the surcharge would be adjusted when authorized by the
Commission, to reflect changes in the number of connections and/or
overages Or shortages in the balancing account.
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The proposed plant improvements are set out below:

(a) Construet 8-inch water mains to provide a .
complete looped system %0 inerese flow and

pressure distridbutsion for L-ineh mains and
dead-end pipes.

(b) Construet a gravel pack well with a 75
horse-power pump.

(e) Construct a hydro-pneumatic tank Zor pump
pressure and flow controls.

Construet auxliary engine s

standdby emergency power (abne a<
present).

Install fire hydran:3/in new water mains.
Install meters for egxisting water users.
Install telemetenifng for meter reading in
high density ared lots.
The costs for the vdrious improvements are shown in the
following tadbulation:

Estimated wWork to be
. Description of Ztenm Cost Performed by

Gate Valves 12,250.00 Contractor
Trench Rest 12,000.00 Contractor
Well, Well/Site Imp.,

Piping,/Electrical,

Hydro7~ank, Meters,

Pump and Appurternances 161,000.00 Contractor
Fir drants 15,000.00 Contractor
Compaction Tests 3,000.00 Contractor
Auxiliary Engine and

Appurtenances 80,000.00 Contractor
Meters 75,000.00 Contractor
Telemetering S94,000000 Contractor

Subtotal $532,750.00
Contingency 52,250.00
Incidentals,

Acdministration 7,500.00
Engineering 87,500.00

Total Coatract Work $680,000.00

Department of Waser
Resources Fees (3%) 20,400.00

Total Loan Amount $700,400.00

Water Mainsd/// $ 80,500.00 Contractor
ration

-3 -
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Public Hearing

At the public hearing segment of the proceeding held on
April 5, six customers gave statements for the record. Generally
these customers were opposed %o the size ¢f the increase c¢ozing, as
it has, on the heels of an approximate 91% rate increase authorized
Ferraro in 1982. In all adout 20 customers attended the pudblic
hearing. The correspondence section of the formal file contains
between 90 and 100 letters from customers, almost all of whonm oppose
some of the improvements requested in the application.

By Decision (D.) 82-11-02% dated Novembder~3, 1982, we
imposed on the c¢onmpany a service c¢onnection moratorium, due to the
lack of adequate water pressure in the systéQi The Department of

Health Services (DES) had deen receivins/gamerous complaints
¢oncerning low pressure and water outyges.
Evidence

Robert Shell, a custome™, sponsored Exhibit 1, a bid from a
econtractor dated July 1982 ij;/élwell, tank and pump in the amount of

$63,257. The purpose of hisfexhidit was to point out the difference
between the bid he receivef and the figure of $161,000 suggested by
the engineering firn whicth would be engaged to do the work on this
project. The bid showz in Exhidbit 1 includes the ¢ost for a 10,000~
gallon storage tank4/ The bid for a 50,000-zallon storage tank which
Shell asserts is far in excess of anything required, would bring the
total bid to $120,000.

Counsel for Ferraro stated that Shell's bid may be based on
some faulty assumptions (1) because it contemplates a 500-foot well
whereas the company is thinking abous an 850-foot well, and (2) the
estimate is based on a pump that will produce 600 gallons per minute
(gpm) whereas the company proposal iancludes a pump that will produce
in excess of 1,000 gpm. He stated, however, that the state's DES
requires the contracts Ye put £0 bid and that anycone in the c¢ommunity
who is qualified may participate in the bidding process.




. therefore the likelihood of a power outage is minimal.
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Claudia Stanley sponsored Exhidit 2. She is office manager
of the company and corporate secresary. In her prepared testimony
she stated that she believes the melers are a requirement of DWR;
that in order %o effectively read the meters the telemetering systenm
is necessary. She stated that in the opinion of their engineer Mr.
Gierseh, the auxiliary power proposed is not necessary and could be
eliminated without materially affecting the quality of service.

Stanley testified that during each of ’é past three years
one of the pumps has failed during the suzmmern/peak season; that it
generally takes six to seven days to get i repaired; and that during
the repair period many complaints are received concerning low water
pressure.

Garold Giersch is the ci;gl engineer retained By Ferraro
for the purpose of preparing plang and specifications for the systen
improvement. He described two main prodlex areas:

1. Low pressures, used by deadend lines and
inadequate siz piping.

2. Deficiency in/water supply during peak summer
months.

He stated that At is also proposed to install some fire
hydrants in those areas where there is presently no fire protection.
He stated that in ordex to get a supply of between 1300 and 1500
gallons a minute it woéld probadly be necéssary to drill at least 800
to 850 feet and the well size would have to be 18 or 21 inches. He
testified that if the system were unmetered, it would need at least
500 gallons a minute more than if it were nmetered.

iersch stated that although his estimates for the project
are valid to the best of his belief at the present time, they are
really no more than estimates. A new estimate will be prepared when
the project iz finally determined, and that will de used to put the
project out to bid. The witness stated further that in his opinion
the auxiliary system originally included as part of the project
improvement is unnecessary because Pacific Gas and Electric Company
(PGXE) serves the area from two substations which are interconnected;

-5 =
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Giersch sponsored Exhibits 5 and 6. Exhidit 5 is a
comparison of metered with unmetered systems in the Fresno-Madera
area of the San Joaquin Valley. The five unmetered systems show
gallons per day per person usage ranging from 251 to 325. The three
metered systems indicate usages of 170 to 224 gallons per day per
person.

Exhibit 6 is a graph portraying projected energy ¢ost
savings over a period of 35 years. It shows that the pumping cost at

the present PGEE rate over 35 years, if the company ¢S metered, will
be adbout $731,000; whereas the cost for pump;zg/zﬁg/greater anount of

water to the present unmetered system would $1,077,000. The
difference 1s about $345,000, and represents the difference in
punping 197 gallons, as opposed to 290 gdllons per person per day.
Over a 20-year period, the difference Aould de adout $190,000; for 30
years, about $290,000. The cost for installing meters is presently
estimated at $75,000; the cost for installing telemetering, $94,000.
Giersch testified that/if the system were metered, adequate

water supply to the service anéa could be supplied with a new well
having a ratiang of about 1,300 to 1,500 gpm; but if unmetered, a
larger capacity well would e required and inmstead of 1,500 gpnm,
between 2,000 and 2,200 gpm would be required. He stated he is
familiar with the area, /and that 1% is unlikely that a well could be
developed that would produce 2,200 gpm; that if a 21-ineh well were
drilled 800 feet, it/might still be necessary to drill a second well,
and the end result would be two 1,000 or 1,200 grz instead of one
2,200 gpm well.

The witness estimated the cost of drilling an additional
well to be adout 80% higher than the cost for the single well.

Iz summary, Gierseh stated that the system currently
requires about 1,000 gpm but is only producing approximately 900 gpm
and is water deficient, especially in the summer time; that with a
full dbuildout of the subdivision plus the present usage the total
demand for water would be about 2,300 to 2,500 gpm. However, this

. 2,300 or 2,500 gpm flow contemplates that the system will be metered,

-6 -
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service for present, rather than future customers. He explained that
the loan progranm exists in order to upgrade existing water systems to
minimum standards, plus an allowance for reasonable growth. He
stated that service at 40 pounds will be adequate for the existing
system. Concerning the proposed auxiliary power system, Redlin
stated that at the time DHS made its recommendation inecluding this
feature, it did not have the information testified %o by Giersch,
i.e., that the power outages which have occurred are neither very
frequent nor long in duration. "

Redlin further testified that DHS does not require that
water coupanies provide metered service t?/; eir customers. However,
it normally recommends metering when thexe is evidence that adequate
water supply is hard to come by. BasicXlly, Redlin took a neutral
position with respect to the auxiliary supply, metering, and
telemetering portions of the projec He agreed with Gierseh that
zetering ianduces customers to use/less water.

Claudia Stanley sponsovred EZxhibit 10, a2 statement
concerning the-costs involved An hiring meter readers for the
system. She estimated it wopld require two full time readers o
adequately handle the compa/i 's service area. At a salary of $7.50
per hour this would amouwc o $31,200 per year excluding employer
taxes, benelits, worker/compensation iasurance, etc. She noted that
the cost of telemeverins is about $3.50 per customer per month, or
$21,000 per year; but that this cost will end when the loan is paid
off, whereas mete*f“eadens' salaries will increase aand never end.

She testified that the chore of picking up telemeter readings at
blockend could bde done by one person in one day using the present
staff. She believes that the long-term savings in power costs which
would otherwise be passed through to customers in rate proceedings
would pay for the mestering and telemetering costs several times over.

Ed Craadall of DWR performed an analysis in connection with
the proposed project. Ee stated DWR normally estimates that
customers c¢an reasonadbly pay for their water one percent of the
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median income Iin a community. In connection with this project, the
recommenced surcharge that customers could afford was based upon the
rates in effect prior to the most recent increase. He stated that
the company could apply for a longer term loan than the 20 years
originally contemplated -~ up to as much as 35 years. Crandall
explained a variety of safeguards in the progran:
1. Plans oust be approved by DHS. :
2. The company must solicit dids for all work
over $10,000 and receive DWR's approval
defore awarding the bid. v///p”
3. The services of a fiscal ageny to receive
the surcharge zust be securef. The fiscal
agent zust notify DWR whendver funds have
not been deposited in acrordance with the
terzs of the contract when azn attenmpt

has been made to remgre funds from the
agent without app

DWR nmust receive trust on the
gompany propers:

A separate chedking account must de

established 5 handle the proceeds from the
loan.

A registertd engineer nust certify that
work is being completed in accordance with
the appréved contracs.

DES congducts a final Iaspection oF the
projec\ before funds are released.

8. An audit is performed dy the State
Controller's Office of all funds dispersed
Lo the company.

Crandall stated tha%t the requirement of 2 reserve in the
contract is to insure that there are funds aviladle to pay the loan in
semi-annual payments. He testified that DWR does not require meters,
although its poliey is to encourage conservation and meiers are
acknowledged to be an effective tool for conservation. Crandall
suggested that DWR reconsider the project costs, taking into

consideration the recent rate increase to determine whether the total
cost might now cause an unreasonable burden. HKe advised that if DWR
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concluded that auxiliary power, metering, and telemetering would place
an unreasonable financial bdurden on its customers the company could
azend and resubzit its requess. Crandall stated that the loan request
could be modified Dy a letter with respect to both the length of the
loan and the deletion of certain elements.

taff witness C. Frank Filice sponsored Exhibdit 13 and late-
filed Exhibit 15. He explained that the laprovements made under <this
loan will be permanently excluded from rate base for ratemaking
purposes. Filice calculated the monthly surcharges which would be
applicadle on the dasis of 20-, 30-, and 35~year 83% loans. This
information is shown in Tabdble 1.

Table 1/’////

Monthly Surcharge
Size 0f Service or Meter 20 Yrs, 35 Yrsg,

5/8" x 3/4" meter or 3/4
£lat rate service $ 5.05

3/4" meter 7.60

1" meter or flat rate
service (1) 14.65 13.00 12.65

12" meter or flat rate servise 20.2%8 256.00 25.25
2" meter 46.80 51.60 50.40

Filice explained that in the case before us, DWR is the so0-
called lender/ef last resort; that if the company were to borrow zoney
from a pr&yéée bank or savings and loan imstitution it would pay twice
the 833 rate offered through DWR. He also testified that if the
company were to Invest its own funds in order to izprove the systen,
it would be entitled to a reasonadle rate of return on the new rate
base items. This, too, would cause a perzanent increase in rates
higher than the surcharge increases proposed here. Filice recommends
that the surcharge degin approximately November 1, 1983 in order for
the company to accumulate sufficient funds to mees interest payments
that will be due the DWR in July 198%4.
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The witness recommended with respect %0 the approximately
360 vacant lots presently located within the utility's service area,
that a service fee charge be levied agaiast owners of vacant or
undeveloped lots. This service fee would be the accunmulated total of
the monthly loan surcharge provided in the company's tariffs. He
recomnends that the maximum service fee should be the accumulation of
three or five years of surcharges, due aad payable upon connection of
wateé service to the lot. The three-year accumulation would de
contingent upon the loan being approved for 20 years; the five-year
accunulation on a loan of either 30 or 35 years. ,

Filice proposed that if the Commission al}dﬁg/the utility to
lift the moratorium on new customer ¢onnections, it bde required to
periodically adjust the surcharge to reflectany increses in the
nuaber of custonmer connections. The witness emphasized that the
service fee should be applied to property being furnished water fron
the date the Commission authorizes & surcharge to become effective to
the date of connection for water

The matter was submitted subject to the receipt from
Crandall of revised recommendations concerning metering, telemetering,
and auxiliary power, and azgo to receipt of a related late-Tiled
exhidbit from the staff pﬁgpared by Filice. ,

Crandall sub&gtted his late=filed Exhibit 14 April 21. He
determined that metering and telemetering would not be cost effective;
that the ¢cost wou impose an unreasonable durden on the customers.

He recommended tXat these two elements be deleted, and that the
auxiliary power portion of the project be deleted also if DES has no
objection. (DES had already taken a neutral position regarding the
auxiliary power. Crandall reconmenced a 30-year repayment term for
the loan.
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. Redlin notes the following in coanection with the proposed revisions:

! The piping cost has been reestimated at
$6.00/f00t instead of $8.50/f00%.

The gate valve cost has been reduced by
$1,000.

The original estimate for a 75 H.P pump was
high. Although the new well now proposed will
be deeper and wider and @se a 150 H.?. pump,
the new well ¢ost estimate is a reduction of
$14,000.

Rehadbilitation of two wells, discussed at the
hearing, is now reconmmended.

Twenty-five piping/ connections will bde
required %o tie7}n new with existing mains.
~ &

An ingreased c¢o ngeney fee is required due
$0 increased comstruction costs.

y  DES is not opposed to the legal and
engineering sts shown in the proposed
revisions.

Redlin points/out that while the new total cost figure is
. approximately $46,000 higher than the one shown in his April 12
estimate, 1t is a reasonadle proposal allowing for a much larger
¢apacity pump and ne’ded rehabilitation of existing wells.
Crandall, by letter dated June 21 (Exhidic 17) concurs wis

Redlin’'s latest proposal and recommends approval of a loan of
$419,548, j

i
i
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-

In respoase to the DHS and DWR recommendations, the staff
has sudmitved Exhidit 18, containing a revised surcharge for the
recommended loan with a 30-year term. This final surcharge
recommendation is shown below:

Revised SDW3BA Monthly Surcharge for
Madera Ranchos Water Companv, Inc.

Size of Service Meonthly Surcharge
or Meter 30=Year Term
578" % 3/4" mester or
3747 flat rate service

$ 3.00

3/e" meter 4.590

1" meter or flat rate service 7.50

1" meter or flat rate service 15.00

2" nmeter 24,00
Disecussion

While maay of the proposed improvements are a definite
necessity, a significant pars 9 the originally contemplated expense
can be saved by eliminating ;pe three features deezsed unnecessary by
DHS, DWR, and the staf‘. 7hese are the auxiliary power, metering and
te;eme:ering portions of the proposal.

Ferraro's cus}g;ers incurred a 91% increase in rates
effective November 3, 1@82. To inflict a further increase of the
magnitude requested i; the application (88%) would be unconscionabdle
unless adsolutely nec%ssary ©0 maintaia or bring the system to a
safe, adequate levelifor the present customers. Such not dbeing the
case, we will authorize the company %0 borrow from the State of
California the sum specified in Exhidbis 18 —- $419,5&8. None of
these funds shall be authorized +6 estadlish auxiliary power,
metering or telemetering services.

- 15 =
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The staflf recommended that a service fee be assessed
against owners of vacant lots, such fee %o be the accunulated total
of monthly loan sur¢harges, with a maxizun fee equal o the
accurulation of five years of surcharges and payadble upon connection

of service. This recommencation appears reasonadle and will be
adopted.

Ferraro is presently required %o file quarterly repor:s
with our Hydraulic Braneh on the status of his ef Qrts to obtain
additional sources of supply. This requirement, {s well as the
present service connection moratorium, will be/continued under the
authority transferred to the corporation.

Findings of Faecs

-
i

- The proposed water system imp ovements, except for
auxiliary power, metering and telemet e‘&ng, are needed to produce a
healthful, reliable water supply.

2. A SDWBA loan of $419,548/for a term of 30 years at 8%% will
provice low-cost capital for the ASysterx improvements specified in
Exhibit 18.

3. The surcharges showy/ in Exnidit 18 will generate new
revenues oI approximately $47,200 per year, which will be used
zmeet the loan payzment and

P2
cumulate, over a 10~-year period, a
reserve equal to two sem‘dénnua- loan payments, as required by DWR.
Average customer rates wlll be increased by $7.50 per month.

4. Tne surcharges authorized should be in effect only as long
as the SDW3A loan is guistanding. The surcharge payments should no%
e intermingled with/o%her uti ity c¢harges.

5. The surcharges are %o be used only to amortize the SDWRA
loan. The surcharges should de separately identified on customers'

o - oy

Dills and the monies collected should he deposited in an interess

bearing account with the fiseal agent approved by DWR. Such deposit
should be made within five working days after c¢ollection. The
interest earned on the deposits should be used exclusively for the

purpose of repayment of the SDWBA loan.

- 16 -
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6. The utility plant financed through this SDWBA loar should
be permanently excluded from rate base for ratemaking purposes.

T. A balancing account should be estadlished, to be c¢redited
with revenue c¢ollected through the surcharges, and with interest
earned on funds deposited with the fiscal agent. The dalancing
account should be reduced by payments of principal and interest on
the loan and with any charges for the services of the fiscal agent.
The surcharges should be adjusted periodically 4o reflect changes in
the numder of connections and resulting oveigées'or shortages in the
balaneing aceount.

8. A service fee should be aseéssed against owners of vacant
lots. This fee should de the accumulated total of moathly loan
surcharges, and the maximum fee/should be the accumulation of five
vears of surcharges, payablesupon connection of water service.

9. The increases ip/rates and charges authorized by this
decision are Justified d are reasonable; and the present rates and
charges, insofar as they differ from those prescerided by this
decision are, for the future, unjust and unreasonabdle.

10. To allow/ transfer and application for the loan funds as
5001 as possible{lthis order should be effective today.
Conclusions of/Law

1. The/proposed loan is for a proper purpose.
2. 3he increased rates and charges are just and reasonable.

3. /The application should be graated to the extent set forth
in the Lollowing order.

SRDER

IT IS ORDERED that:
1. On or after the effective date of this order, but before
October 1, 1983, Franeis H. Ferraro may transfer to Madera Ranchos

Water Company, Inc. (company) the water system and related asseis
referred to in the application.
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2. Company, in acquiring the water systen and related assets,
zay assume the outstanding liabilities and issue not to exceed 1,000
shares of its no par value capital stock.

3. Company shall file the reports required by General Order
Series 24.

4., Upon compliance with all the terms aad conditions of this
order, Ferraro shall be relieved of his pudlic utility obdbligations in
connection with the water systez transferred.

L. Company is authorized to borrow frox the State of
California, to execute the proposed loan contract, $419,548 and %o
use the proceeds for the purposes specified inthis decision.

6. On or after the effective date of :gis order, company is
authorized to file the revised rate schediles attached to this order
as Appendix A. Such filing shall comply with General Order §6-A.

The effective date of the revised ra{é schedules shall be Novembder 1,
1983.

7. Company shall estadblish and maintaia a balancing account in
which shall be recorded all jﬁéied surcharge revenue and interest
earned on deposits made with the fiscal agent. The balancing account
shall be reduced by payments of prineipal and interest to the
California Department oﬁ/;ater Resources (DWR) and by any charges for
the services of the fifscal agent. A separate sta;ement pertaining to

the surcharges shall/appear on each customer’s water bill issued by
¢company.

be responsible/for refunding or applying on behalf of its customers

8. As a condition of the rate increase granted, company shall
aay surplus a///

-

cerued in the dbalancing account when ordered by <he
Conmission.

9. Plant financed through the California Safe Drinking Water
Bond Act of 1976 (SDWBA) loan shall be permanently excluded from rate
base for ratemaking purposes.

10. A maximum service fee of $450 is set. This represents the
accunulation of five years of the SDWBA surcharge.
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11. To assure repayzent of the loan, company shall deposit all
rate surcharge reveunue c¢ollected, in an interest-dearing account,
ish the fiscal agent approved by DWR. Sueh deposits shall be made
ithin five working days after the surcharge monies are collected
from customers,

12. Company shall file with the Commission a ofpy of the loan
contract with DWR and a copy of the agreenment wi*ﬁ/:he fiscal agenst
within 30 days after these documents have deep executed.

13. Company shall not connect any anew/services $¢ its systex
until authorized by the Commission.

14, Company shall submit progres
Hydraulic Branch every three months
acdditional sources of water supply.

15. Company shall estabdblish/and maintain a separate bdank
account to ensure adequate accountadility for deposits and
disbursenents of SDWBA loan co'g:ruction funds advanced by DWR.

The authorisy grantéi Sy this decision To issue an evidence
£ indebtedness and to execute a loan contract will decome effective
when company pays $840 se;fby Pubdblic Utilities Code § 1904(d). In
all other respects, tbis/@rder is effective today. .
Dated SEPASO'&SS y @t San Francisco, California.

¥ X

reports Lo the Coumission's
the status of obdtalining

,'“

LECYATD M. CRIVES, MR.

T
PRAYIEY




