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   RESOLUTION W-4255

Water Advisory Branch





       April 19, 2001

R E S O L U T I O N

(RES. W-4255), DEL ORO WATER COMPANY, PARADISE PINES DISTRICT (DOWCPP).  ORDER AUTHORIZING A SURCHARGE OF $0.41 PER MONTH PER CUSTOMER FOR TWO YEARS PRODUCING AN ANNUAL INCREASE IN REVENUE OF $22,065 OR 1.99% TO OFFSET COSTS OF DRILLING ONE TEST WELL.




SUMMARY

By Advice Letter No. 93, filed January 16, 2001, DOWCPP requests for a surcharge of $0.41 per month per customer for two years to recover the cost of drilling a test well for purposes of finding additional sources of water.  This resolution grants DOWCPP’s request.  Since DOWCPP has 4,480 customers, this surcharge will produce an annual increase in revenue of $22,065 or 1.99% from May 1, 2001 through April 30, 2003.  

BACKGROUND

The Paradise Pines District of the Del Oro Water Company (DOWCPP), filed an advice letter with the Water Advisory Branch (Branch) on January 16, 2001, requesting authority under General Order 96-A and Section 454 of the Public Utilities (PU) Code to adjust rates to recover the cost of drilling a test well, for purposes of finding additional sources of water.  

DOWCPP is a corporation, owned by Robert Fortino, providing water service to an area known as Fir Haven Subdivision, Sierra Del Oro Subdivisions, Paradise Pines Subdivision, and vicinity, located approximately 6 miles north of Paradise, Butte County.  DOWCPP serves approximately 4,480 metered rate connections   serving approximately 11,000 customers in the service area in and around the community of Paradise Pines in Butte County.  

The current rates were established on May 9, 2000, pursuant to Res. W-4194 that authorized a surcharge producing an increase in revenue of $94,114 or 8.43%.  

DOWCPP’s main source of supply comes from three wells, which pump water from two distinct aquifers.  Prior to the last serious drought in California, these wells were sufficient to meet the needs of the service area.  These wells lost production during the drought, only some of which has returned, and water demand has increased because the utility now has more large water users, two new schools, for example.  The community is gradually changing from a retirement area to a more traditional community.  The mix of families in the service area has also changed so that now there are more families with children, and those families tend to use more water.  

DISCUSSION

DOWCPP’s water demand has increased, but the source of supply has dwindled.  For purposes of finding additional sources of water, DOWCPP drilled two test wells in locations recommended by Richard C. Slade and Associates, Consulting Groundwater Geologists.  The two exploratory holes were analyzed by Layne Geo-Sciences and it determined that only one of the two test holes merited development.  DOWCPP is going forward with the new well on that site that shows promise and is requesting that 50% of the total test hole drilling costs of $88,260 be recovered by surcharge.  DOWCPP requests that the $44,130 be collected over two years.

The Branch recommends approval of the request.  DOWCPP is prudently pursuing a solution to its water shortage.  It has hired competent assistance and has identified a possible source of new supply.  The Branch also analyzed DOWCPP’s supporting workpapers, and supplementary data, and concurs with DOWCPP’s costs.  It is reasonable to impute the cost of the one well at half of the cost for the two wells, and to amortize this cost since the well will not be continuing to provide service to the utility, as the second well will, once it has been converted into a production well.

The utility’s current rate structure consists of one schedule:  No. PP-1A, Annual General Metered Service.  

At the Branch’s recommended rates, the monthly bill for a 5/8 x ¾-inch metered customer using 7 Ccf of water will increase by $0.41 from $17.55 to $17.96.  

SERVICE, NOTICE, AND PROTESTS

A notice of the proposed rate increase was published in the January 11, 2001 edition of the Paradise Post in Paradise. 

A protest was received, from ten customers protesting Del Oro’s advice letters simultaneously 93, 94, and 95.  Although this protest was not served on the utility as required by General Order 96-A, staff believes the Commission can properly consider it without input from the utility.

Staff evaluated the protest and recommends that no action be taken.  The protest from the ten customers claims that the advice letters are premature and asks that they be consolidated with application 00-12-019.  (A.00-12-019 is a request by Del Oro for a approval of a loan to refinance $2,400,000 in existing debt, to construct capital improvements in its Paradise Pines District totaling approximately $1,000,000 and for a $100,000 revolving line of credit for short-term working capital purposes.)  The protest also claims that the notices for these advice letters should be rewritten and that Del Oro should do an analysis of the difference between pumped water costs and purchased water costs.  Staff analyzed each issue and responds as follows:

1. The protester are correct that advice letters 94 and 95 were premature, and the Water Division has already rejected them.  

2. Advice letter 93 and this resolution are timely.  The second test well will never be used-and-useful, therefore it cannot be placed in rate base.  Instead consistent with Commission past practice it should be amortized as this resolution provides.


3. The notice for this advice letter is correct as written.  It complies with the requirements of the Public Utilities Code and General Order 96-A.  However staff will consider the suggestions of the protestors and may modify future notices to make them clearer. 


4. While the requirement for analysis is a valid request, it should be done in a general rate case or in a project approval proceeding, and not in conjunction with this advice letter.

COMPLIANCE

There are no outstanding Commission orders requiring system improvements.  

The utility has been filing annual reports as required.  

FINDINGS AND CONCLUSIONS

1. The rates recommended by the Branch are reasonable and should be authorized.  

2. The two-year surcharge should terminate on or before April 30, 2003.  

IT IS ORDERED that:  

1. Del Oro Water Company’s Paradise Pines District is authorized to make effective the revised rate Schedule PP-1, Annual General Metered Service, attached to Advice Letter No. 93 and concurrently to cancel its present effective rate schedule.  The effective date of the new schedule shall be May 1, 2001.  
2. The Del Oro Water Company, Paradise Pines District’s two-year surcharge will terminate by April 30, 2003.  

3. In accordance with Public Utilities Code 792.5, Del Oro shall track these revenues in a balancing account.  

4.
This resolution is effective today.  

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on April 19, 2001; the following Commissioners voting favorably thereon:  
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