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Decisfon No. 88834 MAY 161978 | i H_..
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
Rio Plaza Water Company, Inc. for
authority to borrow money wmder the
California Safe Drinking Water Bond
Law of 1976, to enctmber its assets

)

% Application No. 57461
in connection therewith and to g

)

)

(Filed July 19, 1977)

Increase its rates and charges- for
water service within Rio Plaza
Subdivision in th2 vieinity of

El Rio, Ventura County.

INTERIM OPINION

Applicant’s water system was originally installed in
the Rio Plaza subdivision (of 513 homes) in the mid-1950's in
connection with the original subdivision improvements. Because
of soil conditions which exist in the subdivision, the company's
mains have begun to deteriorate from electrolytic action and to
leak at'various points.

Sewagé disposal for the homes in the subdivisién_is
provided by means of backyard cesspools which discharge into
leach lines near the water cdmpany mains. Thus, legks and
utility mains can pose a possible health hazaxzd. The company.
has éeplaced ovexr 2,400 feet of mains on a year-by-year basis
since 1972 as its finances have permitted. However, its experience
has shown that plecemeal replacement creates its own problems; after
new segments of maln are iInstalled, electrolytic action on adjacent
original mains seems to intensify. ‘
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On January 6, 1977 the applicant applied to the
Department of Water Resources (IWR) ‘for a loan under the Safe
Drinking Water Bond Act. The $360, 5003/ to be thus acquired
would be expended on replacing over 13,000 feet of old 6-,
8~, and 10-inch mains and 90 cross-street main laterals. The
IWR in November of 1977 committed fumds for such a loan subject
to approval by the California Public Utilities Commissioﬁ,

The applicant's present rates were authozized by the
Commission in April 1974. At that time it was not contemplated
the company would be able to obtain any outside fimancing for a
project such as described. As a consequence, the company's present:
rates are not sufficient to enable it to repay the funds borrowed ,
under the 1976 bond law; the annual payments on the loan would /////
approximate $24,672.62 1f the loan period is 30 years and the interest :
5.5 percent. The company has therefore proposed a rate increase in
the form of a service charge of $6 per month. In additiom, it has
asked for a two~step adjustment in the rates customers would be
charged for the amounts of water they use. Initially the charge
would be 27 ceants per 100 cubic feet, increasing to 48 cents per
100 cubic feet when the project is completed.

In order to comply with DWR requirements for ‘ndication
of consumer support for the project, the company has c¢irculated
a letter which describes the project, the finaneing, and the
proposed rate increase. Two adverse commerts have been received
by this Commission in response to such letter. It nevertheless
sppeers that no hearing is necessary at the present time.

-~y
-

This sum is the amount committed to the project by DWR aﬁd
inc:udes an allowance for IWR's 3.0 percent admi inlstration fee.
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Discussion | | |

The application of Quiney Water Company (Application”
No. 57406) was intended to be the model case for determining
“how to dispose of spplications such as this arising under the
Safe Drinking Water Bond Act. In the meantime, we have authorized
interim relief Iin one such proceeding (Decision No. 88535 dated
March 7, 1978 in Application No. 57698, Abglication'offBorfegd
Springs). - o

We intend to authorize the first step increase requested
by applicant which should increase the’'cost to the average customer
by $3.65 per month. The billed surcharge revenue will be credited
to a balancing account. Any income tax credits which are available
to this company as a result of the comstruction thus financed will
tentatively be treated as income. | |

indingzs ‘

. 1. Applicant's water system i3 urgently in need of the

improvements described in the application which are’ necessary

to assure an adeoua;e supply of healthful crinking water to

applicant’'s custonmers.

2. The least expensive, feasible method of financing
such improvements is by means of a Safe Drinking Water Bond
Act loan from the State of California.

3. The revenues generated by applicant's present rates
will not provide sufficient revenue to meet the‘payments on
such a loan. Applicant should be zuthorized to file revised;
rates to offset increased costs.

4. No hearing is required at present. Applicant's
customers have been informed as to the project, its oenefzts and

its expected costs. There have been no protests oY recuescs for
hearing. ‘ :
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5. Applicant should be¢ required to establish a balancing
account reflecting the difference between revenues at present and
revised rates and tax credits as used. The balancing account
should be reduced by the amount of payments on the loan

6. The proposcd security issue is £Or proper purposes
and the moncy, property, or labor to be procured or paid for by
the issuc of the security authorized by this decision is reasonably
recuired for the purposes specified, which purposes are not, in
whole or in part, reasonably chargeable to operating expenses or
€O income.

7. The increases in rates and charges authorized by this -
decision are justificd and are reasonable; and the present rates
and charges, insofar as they differ £rom those prescrided by this
decision, are for the future unjust and unrcasonable, pending a
£inal Commission decision hercin.

Conclusions ‘

L. The increase as described above should be granted on an
interim basis to offset applicant's increased expenditures‘under
the loan. : _

2. 7The loan should be auvthorized subject to the condition
set forth in Finding S.

INTERIM ORDER.

IT IS ORDERED that:

l. Applicant may issue a note in the sum of $360,500 to the
Department of wWater Resources and to encunber its utility property
as seccurity for said note, the funds to be used only‘for the purposes
specified in this decision or for refunding short~termm loans already
incurred for such purposes. o .

|
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2. Applicant may file the revised rate schedules attached
to this order as Appendix A when the sum of money expended on
capital improvements exceeds 50 percent of the loan amound; as
requested. Such filing shall comply with General Order Nd. 96-A.
The staff shall confimm the magnitude of dollars expended{and
when. satisfied shall prepare a resolution for the Comaission's
consideration and approval. The effective date of the revised
schedules shall be the effective date of the resolution. The
revised schedules shall apply only to serxrvice rendered on and
after the effective date of the revised schedules.

3. Applicant shall establish a balancing account as
specified in Finding 5.

The effective date of this order shall be thlrty
days after the date hereof.

Dated at San_Francisco ’ California,fthis fé iﬂ )

day of MAY , 1978.

7o ’J/A—

/

Oomnt?) sn.oners
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Schedule Noo 1

APPLICABILITY

Applicable to all metered water service.

TERRITORY

The wnincorporated area known as Rio Plaza subdivision in the vicinity
of EL Rio, Ventura County. ‘

RATES : ‘
Present _ Revised
Quantity Rates: : Per Meter Per Meter
Per Month ‘ Per Month
Pirst 700 Clafte OF 138 wevacsccssnnsnnenes 3 L...OO per 100 5 0027 :
Next 1,300 cafte, Per 100 CRafte secereccees 29  per MO0 027
Next 3'000 Cu-ﬁ-, per 100 CRefte cvvacsrasnes 2 per 100 0027 H
Over, 5,000 c&.-f‘tn, pez" 100 Cledibe c-.-.'-"--o-- 02-8 Per 1.00 002’( L

)

Min. C ' Service Chg.

For Short 3/L~inch meter (7.5-inch length)e. $ L.OO - S 6.00
FO:'" l—inCh METLEI esssacsscnssscscacoss 6-00 8.%
For l—l/z—i.nCh meter esasshaPshosbaesnans 3.0-00 ll-l;o
FO:‘.' 2"inCh NCLEY covessascsvevessens "..5.00 Mt?O
Fo:' 3-inCh metc:’ cssessBscsrATRTATELS 20.00 27.25
?O!‘ . AFiRCh MELAT cesnsascsassssnsnsne 350& ) ) 37-00 '

The Minimun Charge will emtitle the customer
20 the quantity of water which that mindimum
charge will purchase at the Quantity Rates.




