HRBLIC UTILITIES OOMMISSION OF THE STATH OF CALIFORNIA

WATFR DIVISICN RESOIUTICN NO. W-4050
Finance Branch July 16, 1997

(R@ W-4050) mmmm (PC) . OREER
RESCINDING CRDERING PARAGRAPH NO. Z(YREmUJI'ICNK)
W-4030 DATED MARCH 7, 1997.

BY LETTER TO THR (UMMISSION DATED JUNE S, 1997.

SUMMARY

This Resolution rescinds Ordering Paragraph No. 2 of Res. W-4030
based on additional information provided by PRC, wost recently, a
letter to the Commission dated June 5, 1997.

PWC seeks that Res. _W—4030 be modified to reflect that:

1. the fmanc,‘lng of the ocmstructlon of PC's Dutch
Lane Tie-in project is ot a long ~term liability
of the utlhty and therefore is not governed by
li_he n)equnenents of Pubhc Urilities (PU) Code

818);

 the vequnements of (idering Pax agraph No. 2 of
Res. W-4030 regarding the filing of an advice
letter to séek Conmission approval for the
WestAmerica Bank (WestAmerica) loan that financed
the itch Lane Tie-in project is not necessary;
and :

the restriction on PAC to file futwre advice
letters for rate adjustments upon completion of
the other projects authorized by Res. 3953 is
lifted.

DISOISSION

On March 7, 1997 the Ccnmlssmn issued Res. W-4030 in Advice Letter
No. 34 and supplemental sheets thereto, which anted PWC an
increase in gross annual revenues of 519,938 or 8. 96% to provide a
retuim on mvestrrent f01 1ncreased plant-in-service,

The fesolution was predlcated ot the facts submitted by PC and
from discussions between staff and James B. Downey, President of
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Altos Sonoma Corporation (Altos Soncma) doing business as PRC.
Among others, the resolution stated that a loan has been negotlated
with a bank to finance the constiuction of the Dutch Tie-in
project.

Public Utilities (PU) Code { 818 states that

No public utility may issve stocks and stock
cartificates, or other evidence of interest or
owmership, or bonds, notes, or other evidences of
indebtedness payable at pericds of more than 12
months after the date thereof unless, in addition
to the other requireménts of law it shall first
have secured fran the conmmission an order
authorizing the issué, stating the amount thereof
and the purpéses to which the issue or the
proceeds thervéof are to, be .applied, and that, in
the opinion of the camission, the money -

Accordingly, Res. W-4030 authorized PRC to:

VOIdenng Palagraph 1

Five days after the effectlve date herem to make
effective revised Schedule P-1, Metered Sorvice,
attached to Advice Letter 34 and concurrently, to
cancel the presently effective Schedule P-1;

Ordelmg Paragraph 2:

Within 90 days after this resolution becomes
effective, Penngrove Water Company shall file an
advice letter with the Comnission rexquesting approval
of the loan which it has alréady obtained to finanoe
the construction of the Dutch Lane Tie-in. Approval
of this loan shall precede the fllmg of any advice
letters requostmg further rate aajustnents for the
other projects authorized by Resolution W-3953.

pertinent Conmission orders related to this matter are:

1. Res. W-3953 dated November 21, 1995, ,among others,
granted PWC authority to file an advice letter
once a year for the next three years to request
recovery of its reasonable costs of plant
additions (Dutch Lane Tie-in Project, réplacement
of 1,800 feet of main on Hatchery Road, new
200, 000- gallon storage- tank, replacement of 1,700

feet of Main on Petaluma Hill Road, ard Aqueduct
Booster Project).
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2. Dbecision (D.) 96-05-019 dated May 8, 1996
authorized Altos Soncma Corporation (Altos
Soncma), a newly formed corporation wholly owned
by James B. and Kathleen S. Downey to acquire the
water systems of Kerwood Village Water Conpany and
PaC,

In a series of letters frum Downey dated Noverrber 18, 1996, from
PWC dated 2pril 2, 1997, from PWC dated Apnl 30, 1997, and most
recently from Damey dated June 5, 1997, it has been explamed and
stated that Downey personally financed PRC's Dutch Lane Tie-in
project in the anount of $91,000. In his June 5, 1997 letter to
the (bmmssmn, Downey declared that the promissory note for the
lcan is unsecured and is backed by certain agreements between him
and WestAmerica related only to his personal finances. The assets
of PRC and Altos Sonoma were not encurbered. According to Downey,
the loan was negotiated as a personal loan and included Altos
Sonoma as a co-borrower only to provide a paper trail for

acoounting puaposes.

In a letter to WestAmerica dated May 9, 1997, staff informed the
bank that Comission approval is required for Altos Soncma to act
as co-borrower to the transaction. If the plmussmy note is not
vect1f1ed by the parties and no action from the bank is received by
the Gormission, the bank will not have any security interest or
claim against Altos Soncma or its assets in case of bankruptcy or
ocomrt action. WestAmerica replied by letter dated June 6, 1997,
indicating no action on behalf of the bank.

Following the declarations that PWC and Altos Soncma's asseéts are
not conmitted to the transaction and thé "no claim" response of
WestArerica, we will rescind Ordering Paragraph No. 2 of Res.
W-4030.

This filing will not increase any rate or charge, conflict with
other schedules or rules, or cause withdrawal of service.

20 ™ 1s plaoed on notice that our decision in this matter is simply
permissive. In no way should it be constirued to constitute an
inplied or expressed irdemnification by ratepayers in the event
Downey is unable to meet his obligations under the WestAmerica loan
agreement. In addition, this order is not a finding of the valve
of the utility's stock or property, nor does it indicate the amount
to be included in ratemaking proceedings.

We expect PWC or Altos Soncma to be aware of its regulatory
obhgatlons and to observe the proper acoountmg treatment of this
transaction.

Res. W-4030 is also modified to correct a clerical error noted in
the second paragraph under the "Backgrowx Section.” The sentence
is amendad to read that "The present rates bécame effective April
19, 1996, pursuant to Penngrove Water Coapany's Advice Letter MNo.
31, filed acoording to the requirements of Resolution No. W-3784."
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FINDINGS

1. Pursuant to Downey's letter of June 5, 1997 and earlier
correspondences with the Conmission, it has been af firred that
Downey personally financed the HC's Dutch Lane Tie-in project in
the amcant of $§91,000.

2. Downey's transaction with WestAmerica is unsecured and is
backed by certain agreements related only to his perscnal finances.

3. The assets of PHC and Altos Soncma were not encurbered and as
asserted by Downey, Altos Soncma was named as a oo-bonmver only to
provide a paper trail for acoounting purposes.

4. In reference to the Downey loan, WestAmerica by letter to the

Cormmission datéed June 6, 1997, declared that it has o security

- interest or claim agamst Altcs Scnoma or its assets in case of -

bankruptcy or court action. The promissory note was not rectified
by the parties. .

5. This order is not a finding of the value of the utlhty s stock
or property, nor does it indicate the amount to be 1ncluded in
ratemaking proceedings.

6. If Dovmey defaults in payment or in any prov1310n of the lcan
agreerrent,, the Cormission doés not guarantee payment or any
indermification of WestAmerica.

7. There is no opposition and there is no reason to delay granting
the rectifications requested.

THEREFORE, IT IS ORDERED that:

1. Ordering Paragraph No. 2 of Res. W-4030 is rescinded.

2. The seocond paragraph of the "Background Section" of Res. W-4030
is amended to réad that "ihe present rates became effective fpril
19, 1996, pursuant to Penngrove Water Coopany's Advice Letter No.
31, filed according to the requirements of Resolution No. W-3784."

3. Altos Soncma Corporation, doing business as Penngrove Water
Company shall record the receipt of the Downey loan proceeds as
additional paid-in capital.
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4, PC's request is granted as set forth above.

I hereby certify that this Resolution was adopted by the Ablic
Wilities Cormission at its régular meeting on July 16, 1997. The
following Commissioners approved it:

tive Director

P. GREGORY QONION

. . . Président
JESSIE J. KNIGHT, Jr.
HENRY M.- DUQUE
JOSIAH L. NEEPER
RICHARD A. BILAS

Camissioners




