MANI TOBA Order No. 69/00

N N

THE PUBLI C UTI LI TI ES BOARD ACT ) May 10, 2000

BEFORE: G D. Forrest, Chairman
E. Ednmondson, Menber

APPLI CATI ON BY THE RURAL MUNI CI PALI TY OF
VI CTORI A BEACH FOR THE APPROVAL COF THE
CONSOLI DATI ON OF THE HAMPTON AND THE VI CTORI A
BEACH UTI LI TI ES AND CORRESPONDI NG RATES

Pur suant to applications filed by t he Rur al
Municipality of Victoria Beach for the approval of the
consolidation of the Hanpton and the Victoria Beach utilities as
set out in By-law No. 1435 and of water rates as set out in By-
| aw No. 1434 both certified as to having been read the first
time on January 25, 2000, a public hearing was held in the
Board’s office in Wnnipeg on May 2, 2000. In an affidavit
sworn by M. Raynond J. Mreau on April 11, 2000, it was
confirmed that a Notice of Application and Hearing was nail ed by
first class mail to all custonmers of both utilities on April 5,
2000.



M. Raynond J. Mreau, Secretary/Treasurer of the
Rural Municipality of Victoria Beach attended the hearing to
support the applications. Also in attendance were M. & Ms. D
Thonmpson and M. G eg Daniels. These individuals supported the

applications as well.

The followng is a summary of the primary issues heard
by the Board:

1. The Hanmpton Uility was established about 1989
and has been operating on a stand alone basis
since that tine. The Utility currently serves
approxi mately 66 custoners |ocated in the extrene
Nort h East part of t he Muni ci pality.
Approximately one-half of these custoners are
connected to the water distribution while the

bal ance are classified as non- connect ed
cust oners.
2. The Victoria Beach wutility is a much larger

utility serving approximately 972 custoners of
whi ch approximately 123 customers are classified
as non-connected customners. The Victoria Beach
Uility has three comercial accounts one of

which is a golf course.

3. There are no fire hydrants in either utility.



Wiile both systens appear to be inadequate the
Municipality determned that the Hanpton utility
water quality problens is best handled via
consol i dati on. Due to the urgent nature of the
Hanpton Utility problens, the two systens have
been physically interconnected thereby ensuring
the availability of potable water to the Hanpton
Uility custoners.

While the Victoria Beach utility is significantly
undersi zed which has been determ ned based on
engi neering advice, the addition of the Hanpton
Uility custonmers would not detrinentally affect
the quality of water currently being served to
the Victoria Beach Utility custoners.

Wiile it was suspected that the low quality of
wat er being provided inpacted on the desire of
custoners to attach to the distribution system of
the Hanmpton Utility, it was the Minicipality's
view that the utility was not viable and could
not support the capital additions required to
provide a higher quality of water. The
Municipality referred to the recurring deficits

of the Hanmpton Utility to support this view

A full engineering assessment is being made of

the Victoria Beach wutility and a report is

expected by early sunmer. It is expected that
significant capital costs wll be necessary to
upgrade the system Such capital costs wll be

debenturized by the Minicipality. The current
debenture mat ur es in appr oxi mat el y 2004.



Prelimnary di scussi ons suggest a | ar ge
reservoir, increased punping capacity, increased
filtration and a new punphouse wll form part of

the capital requirenents.

The Municipality provided a rate study to support
its application for rates. The rate study was
based on a 2000 wutility budget on a conbined
basis. The budget provided for the foll ow ng:

1) Increased revenues from rates and from
contributions from wutility reserve fund.
The Secretary/ Treasurer advised that the
utility is expected to spend considerable
suns  on capital I nprovenents and the
W thdrawal from the reserve is not to
support  general operations which should

cone fromrates

i) Estimted i ncreases I n Oper ati ng and
Mai nt enance expenses to reflect the current
requirenents of t he utility on a

consolidated basis and a «contribution to

capi tal infrastructure of $10,000 which
equates to the wthdrawal referred to
earlier. On a net basis, the budget

i ncl udes a $5, 000 contribution to reserve.

iii) A contingency allowance of $1,000 is
provided for in the budget which was felt to
be |ow under the circunstances. A hi gher

anount was not proposed.
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iv) In sunmary, the budget reflects a $6,680
surplus conpared to 1999 operating deficits
of approximately $5,000 in the Hanpton
Uility and $4,800 in the Victoria Beach
Uility.

V) In 1999, the Minicipality applied and
received the Board' s approval to wthdraw
$127,000 from reserves for capital works
which will be replenished once debenturized.
This ensures that rates recover operating
costs and capital is recovered by debenture.

vi) Water production and water distribution
costs are not separately tracked.

The Hanpton Uility rates were |ast approved in
May 1999 and the Victoria Beach rates in April,
1995.

Both systens are unnetered and custonmers are
charged based upon a multiple of the residentia
cust oners’ rates based upon esti mat ed
consunpti on. Custoners not connected to the
distribution system are charged a flat fee which
is increasing from $11. 00 per year to $15.00 per

year .

Existing reserve funds of each utility wll be
conmbi ned after consolidation. The Victoria Beach
utility reserve fund bal ance is $142,874. 33 as at
February 29, 2000 and for the same period ending,
the Hanmpton Uility reserve fund balance is
$1, 266. 44.



Board Fi ndi ngs

After consideration of the evidence, the Board wll

approve the Minicipality’'s applications for consolidation and

rates.

The Board is satisfied that the consolidation of the
two utilities is in the public interest as it will ensure that,
on a conbined basis, the utility wll provide reliable quality

service and be nore sustainable for the benefit for the
rat epayers of both systens.

The Board is satisfied that the proposed rates, are
fair and equitable. However, in arriving at this decision the
Board noted the Municipality has some major challenges ahead to
ensure the utility continues to provide quality service to its
cust oners. Maj or capital works are being considered to neet
these challenges and the Board notes that decisions regarding

I nprovenents wll be made with the advice of the Minicipality's
engi neer. The Board trusts that the Municipality will carefully
plan for this work. When the projects proceed there nay be

greater wuncertainty wth respect to the wutility’'s operating
costs and these too will need to be carefully considered. Mor e
frequent rate changes may be required to keep abreast of needed

revenues.

Wth such an inproved system and higher water quality
it is conceivable that increase revenues will be derived from

further attachnments to the distribution system



The Board would reconmend that in the future the
operating costs of the system be tracked in water production and
wat er distribution accounts. In this way rate requirenents in

the future can be better determ ned.

| T IS THEREFORE CRDERED THAT:

1. By-law No. 1434 and By-law No. 1435 of The Rural
Municipality of Victoria Beach BE AND THE SAME
ARE HEREBY APPROVED.

2. The water rates set forth in Schedule *“A’
attached hereto shall apply to all custonmers of
the utility effective on the next billing in the
normal course after the date of this Order.

3. The Municipality file an anended reserve fund by-
| aw for the conbined utility for information.

The Minicipality remt a cheque in the amount of
$326.91 for the cost of this Oder.

THE PUBLI C UTI LI TI ES BOARD

“G D. FORREST”
Chai r man

“G O BARRQON
Secretary

Certified a true copy of
Order No. 69/00 issued by The
Public Utilities Board

Secretary
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SCHEDULE “A”
TO BOARD ORDER NO. 69/ 00
THE RURAL MUNI CI PALI TY OF VI CTORI A BEACH
LOCAL | MPROVEMENT DI STRICT NO 1
VI CTORI A BEACH UTI LI TY
WATER RATES

BY- LAW NO. 1434

Water rate covering seasonal service to custoners connected to
the water systemshall be |evied as foll ows:

Cust oner Type Yearly Rate
Singl e Fam |y Resi dence/ Cott age,

G ocery Store, Doctor’s Ofice $ 70. 00
Rest aurant, Bakery $ 140.00
ol f Course $2, 500. 00

Water rate covering seasonal service to custoners not directly
connected to the water system but who are using water obtained
from nuni ci pal punps or stand-pipes shall be |evied as foll ows:

Any Cust oner $15. 00 per year

Water rate equivalent paynment covering vacant |ots along nmain

water lines or in the vicinity of nmunicipal punps or stand-pipes
shall be levied as foll ows:

Any Cust oner $15. 00 per year

Water and equivalent rates set forth in paragraphs 1, 2 and 3
hereof shall be billed to each customer on a separate utility
i nvoi ce and shall be payable on or before July 31% of each year.
Qut st andi ng accounts after due date shall be charged a penalty of

1.25% per nonth, on the first day of each nonth, until paid in
full.



