
"" EC/TC/ARM/WPSC 

Decision 54 1.:!OZ4 HO'I 7 1984 

~EFORE '!'HE' PU~LICUTILITIES COMMISSION OF THESTA.I."'E OF C\I.IFORNIA 

In the Matter of the Application of ) 
Crystal.FallsWater Company .. a· ) 
california. Corporation,. .'to,. borrow ) 
money under the Safe· Drinking Water ) 
lSondAct,.'andto add a surcharge to ) 
water rates, to,repay the principal ) 
and interest on such loan.' . ) 

-------..;..-.-------,) 
OPINION' -------

Application- 84-08.-069 " 
(Fi led Augus. t, 17.1 984) 

By Decision (D.) 93048:,. dated May 19. 1981,. in 

Appl;cation (A.) 60151. the California Public Utilities Commission 

(Commission) authorized Crystal Falls,. Water Company. (Crystal. Falls) 
. , 

to borrow $726.000 from the California Deparement of Water , . 

Resources (DWR:),. under California Safe 'Drinking Water Bond Act of 

1976 (SDWBA) (Water Code 13850. etseq:.)..'Ihe,proceeds' of the. 
. " 

SDWBA loan were to be used to: finance water system improvements. 

The terms of the SDWBA. loan provi'ded for a 35-year reparment '. 

sch.edule wi tb. equal semiannual payments. of $29 .460,.' covering, 

principal .. j:nterest. and reserve at a rate of 6-1/2% per annum. 
" 

Also,. the Commission authorized, Crystal Falls toins,tieute a 

surcharge on· existing customer rates to repay the principal and 

illterestont:he loan. 

" 
" 
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In August of 19 79 ~ Crys tal Falls' prepared the SDWBA. 

project plans and specifications. The Sani1:.a.ry Engineering Section 

of the California Department of Health Services~Fresno, (DRS)" 

assisted in this 'task and contributed their recommendations.,' In 

January of 1 9~0.. Crystal Falls submitted to. DWR documents needed to., 

obtain funding £or 1:b.e SDWEA loan. A subseq~ent request for 

additional fund,s to increase ,the amount of: 'the' SDWBA.. .. loan was: made 

in February 1980. 

In, August of 1981, DWR gave notice to. Crystal Falls that 

the Sl)WBA loan was approved. Final plans and specifications were 

e then approved by ~DHS_ 

In applying for the loan from DWR, in January; ',1980" it, 

was estimated tnat the cost of the, project would be $726,000. In' 

the ~'ne and cne-half year interim prior to obtaining- approval of ' 

the SDW.BA loan. inflation caused the estimated cost: of'construction . 

to increase $726,000 to. $741.450. Crystal Falls attempted to 

complete the project without additional funds~ but~ found: it is riot: 

possible. Crystal Falls requested and received a commit1Dent from 

DWl<. for the additional $15,450 needed for the'SDWBA; pro.jec~ in 

March of 1984.. A request is made for authority to bOrrow an 
, , 

a<1<1itio.n&1'$15,450 i.e., to increase the loan balance to.: $741,450 

for 35- 'years".at an int:erest: rat:e of 6-1/2% per annum. 
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Decision (D.) 93048 dated ,May 19, 1981 in A~60151"Page: 

2.2 recites that at that time. "The service eonnections consist of 

220 Flat kate and 68S Metered services." And, 'under Findings of 

Fact Number 10 of thatdeeision •••••• "The rate surcharge would be 

adjusted . periodically ,to reflect' eb.anges' in the number of, 

connections and resulting overages and shortages in the balancing 

account" • By tb.is application the request is made for the 

Commission to make this adjus~ent at this time. 

It should be no~ed 'that if permission is granted ,to 

Crystal Falls by the Commission to borrow the additional$1's,450. 

thus i~creasing th.e SDWBA loan to $741,,450, theamo'llnt'of,the 

monthly surcharge per customer would actUally decrease. ' This 

result is due to the fact that 57 'additional 'ratepayers,have been 

added to the system. 
, , 

Crystal Falls now serves 1030 metered ",' and, 15 flat' rat'e 

services" a tota.l of 1045 ·customers in its main system. Crystal 

Falls also serves Meadows Mutual Water Company'sS25customers 

under a separately filed,-cariff. A comparison oftbeoriginal loan 

authorized by ,D. 9'3048 dated May 19. 1981 to in A.601,S1and thene1tl 
, , 

loan authorized by DWR: is set fonh 'on the next page. ' " 
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Loan Costs 

Amoun't of Loan 
In'teres't Ra'te 
Annual Debt Service 
Term of Loan . 
MonthlySurcha.rge 
Percentage Increase 

Cus~omer Surcharge 
. Hain Sys~em 

3/4" meter 
1" . . 
1-1/2": 
2" 

Sonora Meadows Mueual 
Water Co.. 

. 
~. 

Original 

$726 .. 000 
6-t/2% 

58,918. 
35 yea.rs 

4,910 
5·1.0% 

$ 4.~0 
8:.15 

16.25· 
26-.00 

$ 695.001mo. 

I, 

Revised Loan' 

$741.450. 
6~1/2% 

59.33S .. 
35 years 

4.945 
0.7%: 

$: 3~90 
. 6.50. 

. 13.00 
20.80:.· 

$ 820.00/mo. 
- ',' 

On August 17.. 1 9~. Crys1:al Falls :fIiled this application 
j:' " 

reques'ting 'thatD.9·304~ be modified to permi":· Crystal Falls.'to 
" 

borrow the additional $15.450 and to adjust ~he rate surehargeto 

repay the SDWBA loan. Notice of filing. A.84-08-069· for. Modifiea

t:£.on of D.93048 appeared on the Commission's Daily Calendar'of 

August 23:, 1984 • 
. . . 

At the d:£.rectiono£ the Commission, Crystal Falls sent a 

n01:1ceto each customer on Oetobe~ 2, 1984' advising them of the 

need for the adjusted SDWBA loan and rate surcharge. The notice 

provided for CUS1:omers wishing ~o express their 'comments 'to· write 

to'an assigned scaff accountant. No letters were received. 
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The lack of customer comments is interpreted as 

expressing the same sentiments which were expressecl at the public 

meeting~~held on .] an\l8.ry 22. , 98 j in Sonora • c4J.ifornia. to discuss 

A.60151. At the·meeting. the customers overwhelmingly were in 

favor'of improving the water quality and usingSDWBA financing for 

the improvement project. 

The SDWBA loan is clearly. the most feasible and economic 

method of financing the.needed additional cost of the improvement 

project. The Commission. therefore.·~ll authorize Crystal Falls 

to enter into the proposed revised loan contract withDWRand 

e adjust. the rate surcharge on customer bills to repay the loan. 

The SDWBA loan repayment surcharge should be.separately 
. 

identified on C'IlStomers· bills. The utility plant· financed through 

the surcharge should be permanently excluded from rate base for 

ratemaking·purposes an~ the depreciation on this plant should be' 

recorded in memorandum: accounts for income taxpurposeso~y( 

By adopting this surcharge method of accounting,:: the 

COmmission does not imply that· SDWBA-£inanced plant should be 

treated any differently in event of, condemnat.ion by a public agency 

than if· such plant had been included in the utility's 

and . had·:lbe~n financed in some· other manner. 
\ il. 
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Crystal Falls should'maintain a balancing,account to be 

credited with. revenue eollec1:ed 'through ,the surcharge, and. with 

interest earned on funds deposited with thef1.scalagent.. The, 

balancing account should be charged with payments of intere'st and 

. , 
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2. The SDWBAloan provides low-cos't capital.for the needed 

water sys'Cem improvements and is a pruden't means ofac~uiring an 

estimated $741.450 including a 3% administrat:ive cb.argeby.DWR. 

3. The proposed borrowing .is for proper purposes and the 

money. property,. or labor 'to be .procured or paid for by the issue 

of the loan authorized by this decision is reasonably' req,uired for 
. 

'the purposes specified,. which purposes are not. in whole 'or' in 

part. reasonably chargeable to operatin8,.expenses ort<>income~ 

4.' The proposed surcharge will genera'te approximat:ely 

$59.338 per year. Approximately $53,,944 will be used to meet the 

e loan payment:. The remaining $5.394. which isapproX'imately1 O%'of 

j~ the loan payment. will remain deposited with ehefiscal agent 

approved by DWR.. in order to accumulate a reserve . equal to'two 
. . 

semiannual loan paymen'ts over" a 10-year period •. Deposits 'of· t~e 

SDWBA surcb.arge should be made with the- fiscal agent within 30 d-a1s: 

af'ter collec'tion from customers. 

5. The es'tablishmentofa reserve equal to. two semiannual 

loan payments is required by DWR: administrative regulations. 
<. '. 

6. The establishmencof a separate bank account by ~rystal 

Falls is r~uired 'to en~ureadeq,ua'te account:ability for d~~its 
and_ disbursements of SDWBA loan constructlonfunds advanced by DY.R: 

to ; the utility. 
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7. The rate surcharge will increase the $173;918 annual 

gross revenues by approximately '$420 and decrease the water rates 

by approximately $1.00 per month for an average residential" 

customer with 3/4-ineh£latrate meter service due to:~ the increased 

number of cuStomers. Water rates of residential or commercial 

eustomerswith larger meter capacities, would be decreased ' 

proportionately. 
). 

~. ,The rate surcharge established to repay the SDWBA loan 

should last as long as the loan. The surcharge payment should not 

be intermingled with other utility charges. 

9. The utility plant financed, through this SDWBA loan should 

be permanently excluded from rate base for ratemaking. pu~oses'. 

10. Special accounting requirements are necessary to ensure 

that there are no unintended windfalls to the utility's owners. 

Crystal Falls should establish a balanCing account to be credited 
. . ...... 

. . 

with revenue collected through the surcharge; and with interest 

earned 011 funds deposited with 1:he fiscal agen1:.. The balancing; 

,account'should be reduced by payments o£'principaland interest on 

the loan and with any charges for, the services of the fiscal agent.' 

The,rate surcharge should be adjusted periodically to reflect 

changes in the number of connections and resulting overages or 

shoriages in. the balancing. account. 
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, , • The increases in ra~es and. charges authorized -by thiS:, 

decision are just:ified and are reasonable; and 'the present rates 
, . 

and charges. insofar as they differ from those prescribed by this 
. . 

decis.ion,. are. for 'the future. unjust and unreasonable .. 

, 2. ,This surcharge should be cont.inued in effee~to- meet t:he 

'paymen'CS as they become d.ue •. 

Conclusions of Law 

1 •. The, petition should be granted to 1:b.e extent:·set: forth in 

t:he following order because the revised rates are just and 

reasonable. 

2. A public hearing is not necessary. 

OR.DER 

IT IS ORDl::REI) that:: 

1. On or after the effective date of this order. Crystal 

Falls 'Water Company (Cryst:al Falls) is authorized to-file, the 

revised rat:e schedules attached. to this order as Appendix. A within 

5 days aft:er the effective dat:e of this order. Suchfilin,g shall 

comply with Gen~ral Order 96-A.The effective date of ~e revised 

rate SChedules shall be 5 days after tte date. of filing~ • and' shall 

apply only to servic~ rendered on or after 1:b.e effeet!ve'date of 

the uriffs. 

2. Crys'tal Falls is authorized to borrow$74l,450 from the· 

State of· California to execute the proposed. loancont:raet arid to 

use 1:he prOceeds for the purposes speeifiec' in the application; 
I." \ . 
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3. Crystal Falls shall establish and maintain a separate 

balancing account in which shall be recorded: all billed surcharge 
.• • l 

revenue and interest' earned on deposits made to thefisea.l agent. 

The balancins. account shall' be" reduced by payment of principal and 

interest to the California Department of Water Resources (D'WR.)" and 

by any charges for the services of the fiscal, agent. A separate . 

statement pertaining to eoe surcharge shall appear on each 

custom~r·s water bill issued by Crystal Falls .• 

4. As a condition of the rate decrease granted~ Crystal 

Falls shall be responsible for refunding. or applying. on behalf· of 

its customers any surplus accrued in the balancing account when 

ordered by. the Commission. 

S. Plant financed through the California Safe Drinking Water 

Bond Act of 19,76 (Safe' Drinking Water Bond Act) loan . shall be 
" 

permanently excluded£rom rate base for ratemakingpurposes .• 

6. To assure repayment of the loan. Crystal Falls shall' 

deposit all rate sureharge and revenue eollectedwith the·fiscal' 

agent approved by DWR~ Such deposits shall be made wi thin 30 days, 

after the surcharge and upfront cash payment moneys.' are collected 

from the customers. 

7. Crystal Falls shall file with 1:b.e Evaluation' and 

Compliance Division a copy of the amended . loan contract wi,th mm.~ 

and a copy of the agreement with the fiscal agent. within 30 days 

e after these documents . have , been' executed. 
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8. Crystal Falls shall establish and maintaiu & separate 

bank account, to ensure adequate accountability, for deposits 'and 

d1sbursemenu of SDWBA loan construction funds advanced by DWR to 

,:: the u:t.ili~. 

9'. The applic:a.tion is granted as. se1:, forch above-.' 

10.~e a.uthor1'ty granted by t:hisorder to1ssue- an evidence 

of indebtedness 'and t() exe<:ute a loan contract' will become' 

effective wen 'the issuer pa.ys $32:,. set by Ptl Code Seetion 1904(b);' 

'Ill all other respects,. this order is effective today. 

Dat-"', ~ov 7 .. ·N",A ' Fr i Ca' 1 f ~ _____ IV_""" ___ , at San ane scc>. i, ornia,. 

i " 
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APPENDIX A 
Schedule IA 

Page 1 

ANNUAL ME'I'EttD SERVICE 

APPLICAl:n:r..I'IT 

Applicable to all metered water service,. furnished on an . 
. annual basis.. . 

. TERRITORY 

Willow Springs,. Crystal· Falls Ranch. and vicinity •. located·' 
approximately two miles southwest of !wain Harte .'I'uolumneCounty_ 

RATES, 

Per Meter 
Per Year 
Charge' 

. . Per:: .Met·er . 
Per';Month, . 

'Sureb.a:rge" (N)' 

Annual Service Charge: 

For 5/S x 3/4 inch meter •••••• $ 84.00 
For 
For 
For " 
FOt: 

" Quantity Rates 

3/4 inch meter •••••• 
1 inch meter •••••• 

1-1/2 inch meter ••• ~ •• 
2 inch meter ....... ~ 

~3-.00 
126'.00 
16&.00 
228.00· 

$2.60, 
l.90~: 

. 6.50 
13~OO 
20.80 (N) 

Per:::Meter '. 
Per Month:. 

" ' " ,' .. _, 

First 300 cu.ft. ,.per 100 cu.ft. • ....... ' .............. " $0;~48.· 
Over 300 cu.£t •• per 10~ eu .. ft. ....................54, 

" 

, ! 
, 

I, 

This Service Charge applies to all meters 
service. connections.· To it is added to . 
the charge for water used during the month 
of Quantity. Rates. " 
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APPENDIX A 
Schedule IA 

Page 2 

ANNUAL METERED SERVICE 
(Continued) 

l-1l::TElti."D SERVICE SURCHARGE. 

NOTE: This surcharge is in addition to ~e regular (N) 
monthly metered water bill. The total monthly 
surcharge muse be ideneified on each bill. This 
surcharge is specifically for the repayment of the 
California Safe Drinking Water Bond Ace loan as 
authorized by DeCision (a) (N) 

(a) Insere Decision Number in Applicaeion84-0S;';069 
before filing tariff. 

SP~ClAL CONDITIONS 

1. The annual service charge applies to service during 
t.he 12-mont.h period commencing January 1 and is due 
in advance. If a permanent. resident. of the area has 
been a customer of the utility for at least 12 months, 
he may elect. at the beginning of the calendar year, 
to pay prorated service charges in advance at 
intervals of less than one year (monthly~ bimonthly, 
or quarterly) in accordance with the utility's 
established billing periods. Meters will be read and 
quantity charges billed monthly, bimonthly, or. 
quarterly in' accordance with the utility's established 
billing periods except that meters may be read and 
quantity charges billed during the ~nter season at 
intervals greater than three months. 

2. The opening bill for metered service .. except upon 
conversion from flat rate service, shall be .established 
annual service charge for the service. Where ini t.ial 
service is established· after the first day of any.' 
year, the portion of such· annual charge applicable 

:.', 
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APPENDIX A 
Schedule IA 

Page 3 

ANNUAl. METERED SERVICE 
(Continued) 

SPECIAL CONDITIONS (Conttd) 

to the current: year shall be determined by mUltiply
ing the annual charge by one three-hundred-sixty-fifth 
(1/365) of the number of days remaining in theealendar 
year. Th.e balance of the payment of tile initial 
annual charge shall be eredited against the. charges 
for the succeeding annual period. If service is not 
continued for at least one year after the date of 
initial service ~ no refund· of the initial annual 
charges shall be due the eus:tomer. 
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APPENDIXA· 
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Page 3 

ANNUAL RESIDENTIAL FIAT RATE SERVICE' 

A,l>l?LI~ILI'!Y 

Applicable to all flat'rate residential water service· 
furnished on an annual basis. 

TERRITORY 

Willow Springs. Crystal Falls Ranch andV1einity., located 
approximately 'tWO miles southwest of '!wain' Harte., Tuolumne·· County. 

KATES 

For a single-family residential 
unit. including premises ••••••• 

For each additional single-family 
resideneial 'Unit on·~e salDe 
premises and, served from the same 

. " 

Per: Service Per Service .,. 
Connect.ion .,. Connect..ion 
Per Year' Per:' Month ,.:' 
Charge·,·· Surcharge> , (N). 

$131.40 

., . 
'I", 

$.' 3..:90· 

service connection............... 103.80 2.60 (N) 

SPECIAL CONDITIONS, 

1. The above flat· rates apply 1:0 a service 
connection not larger than one inch in diameter. 

2. For service covered by the above classification. 
if the utility so elects. a meter shall be 
installed and service provided under Schedule 1 A. 
Annual Metered Service. effective as of the first 
day of the following calendar month. ~ere the 
flat rate charge for a period has been paid in 
advance. refund of the prorated difference between 
such flat rate payment and the ' minimum meter,cbarge 
for the same period shall be made on or before that 
day. 
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APPENDIX A 
Schedule No. 2RA 

Page 4 

ANNuAL RESIDENTIAL Fl.A'I RATE SERVICE 
(Continued) 

ME'Tl::.tU::D S.t:RVICE SURCHARGE 

. 
: .:l_~ 

\' 

NOn:: This surcharge is in addition to the regular (N) 
of $13-1 .40 per one inch or less service connection ~I 
per year. The total monthly surch,arge must be 
identified on each bill. This surcharge is . 
specifically for cae repayment of the California 
SUe Drinking Water Bond Act loan as authorized 
by Decision (a) (N) 

(a) Insert Decision Number in Application 84-08-069 
before filing tariff.' i 

SP~ClALCONDITIONS 

1 • The annual flat rate charge applies to service during 
the 12-month period commencing January' 1 and is due 
in advance. If a permanent resident of the area has 
been a customer of the utility for at least 12months p 

he may elect p at the beginning of the calendar' year. 
to pay prorated flat rate charges in 2~~vance at· . 
intervals of less than one year (mont:ily p bimonthly,',p 
or quarterly) in accordance with the utility'S' 
established billing periods. 

2. The opening bill for flat· rate service shall be·the 
established annual flat rate charge for the service. 
Where initial service is established after the first day 
of any year. the portion of such annual charge appl,icable 
to the current year shall be determined by ,multiplying. 
the annual charg.e by one 'three-hundred-sixty-fiftb., .. ',. 
(1/365) of the number of days remaining. in the. calendar· 
year. . ";: 

J c
o
:;_ .,. 

~'4: "' ;~i.· 
'. 
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APPENDIX A 
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AN~UAI. kESIDENI'IAL FIAT RAT.E SERVICE 
(COn~inueci) 

SPECIAL CON})ITIO~S (Cont'd) 

" ........-

·£.he balance of ~e paymen~ o~ the initial annual charge 
shall be credi~ed against the charges' for the succeeding 
annual period. If service istlC>t continued for at leas 't , 
one year after the date of initial service. ne> refund of' 
the initial annual charges shall be due the customer. ' 

(End of Appendix A) 

, " 
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~. Cryseal Falls shall,. establish 
. .. 

separate' 

bank account:. to ensure adequate accountabilifor deposits ,and 

dis'oursements of SDWBA loan, construceion advanced bY' .DWRto ' 

the utilit:y_ 

.' The aut:hority granted by t is order eo issue an evidence 

of indebtedness and to execute ~ a ~ contraCt will become 

effective when 1:b.e issuer pays p2~ . set by PU Code Section 1904(b-). 

In. all other respec/s,this order is effective today_ 
I " , 

Dated' NOV 7 19~ .~.at· San Francisco. california .• ' 

I 

( 
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