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AC/HA/WT 

Decision ''88' 01'~ 037 JA~r281988 

BEFORE THE PUBLIC UTILITIES COM~ISSION OF THE STATE OF CALIFORNIA 

In the matter of the application of ) 
R~ssian River M~na~ement Co .• ab~ ) 
Arm~tronp; Vl=!lley Water ComparlY ) 
to borrow aaaitlon~l runas unaer the) 
S~fe Drinking Water Bono Act, ana ) 
to aaa a surcharge to water r8tes to ) 
repay the principal ana interest on ) 
such loan. (CIS #U-107-W(D» ) 

----------------------------------) 
o PIN ION 

" ,'." 

f2'3]~;0Jnrr 17' n' 
UU ullUlQJUJJJJlb 
Application 81-10-025 

(Fileo October 19, 1987) 

By Decision (D.) 93271~ aatea July 7, 1981 ana Decision 

(D.) 82-09-063 aatea September 22, 1982 the California Public 

Utilities Commis~ion (Commission) authorizeaArmstrong Valley 

Wate'r Company (Armstrong) to borrow a total of $2'40 t 000 from the 

California Dep~rtment of Water Resource& (DWR) unaer the 

California Safe Drinking Water Bono Act of 1976 (SDWBA) (Wat('!'r 

Cooe 138S0 et seq.). The proceeas of the SDWBA loan were 

usea to finance water system imJ>rovements. The terms of the 

SDWBA lo~n proviaea for a 30-year repayment seheaule with equal 

semiannual payments of $iO,584, covering principal, interest,. 

ana reserve at a rate of 7S per annum. Also, the Commission 

authorizeo Armstrong to institute a surch~rgeon existing 

customer rates to repay the loan. 
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A.87-10-025 AC/HA/W! 

l'n~ original SDWBA project W3:" completeo in 1982. It 

provioeo a n~w well as a second w3ter source ::lnd replaceo oloer­

m~ins in the Main Service Area. In the Noel Heights area the 

storage tank was. replaceo along with replacing a portion of the 

mains. 

Each 'lear the Department of Health Services (DHS) make::. 

it's. inspection of the system. As part of their review DRS 

oetermineo that Armstrong's. Main Service Area shou10 have a 

storage capacity of at least 156~000 gallons. The present 

storage consists of 46,000 gallons in two concrete tanks, 

1&,000 gallons in a reowooo tank ana 25,000 gallons in an 010 

steel tank built in 1946. The steel tank has hao several leaks 

ana is 'oaaly oeteriorateo both inside ana out. the reowooo tank 

is. Dpproximately 50 years 010 ano neeos'to be replacea. 

1 • 

2. 

DHS is reclI;iring Armstrong to dO the following: 

Dismantle ana not replace the 15,000 gallon 
r-eowoo<i tank. 

Dismantle ano replace the 25,000 steel tank 
with a new "0,000 gallon stainless steel tank • 
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A.87-10-025 AC/HA/WT 

Trie cost of installing a new "0,000 g~llon stainless 

steel tank along with the necessary connections, engineeri6~ 

fees ana OWR aoministrative costs is $"4,227. Armstrong 

rectuesteo ana receiveo ? committment from OWR for tne sooitional 

$"4,227 neeoeo to meet the Main Service Area stor~ge 

rectuirement. 

A comparison of the original loan authorizeo by 

0.93271 ana trie first supplemental:loan 8uthorizeo by 0.82-09-

063 zno the new secono supplement~l lo~n autnorizeo b,y DWR is 

set forth: 

Main Servi~e ~rea 

Original First 
Loan Supplemental This 

t.o~n Costs o. 9~271, O.S2-09-06~ Reouest Increase 

1 • Amouat of the loan $179,650 $240,000 354,227 114,227 

2. Interest r~te 7'/. 7'f. 8-1/2% 1 ... 1/2~ 

3. Annual oebt service 15,843 21 ,167 32,8,05 " ,633 

4. Term or loan 30 ye~rs 30 years 30 years 

5. Monthly surcharge 1,320 1,764 2,734 970 

Annual Customer Surchar~e 
~a~n Service Area 

5/8"x3/4" $54.60 $72.00 $11 8.20 $ 46.20 

3/4" 82.20 108.00 167.60 69.60 

1" 136.80 180 .. 00 295.80 '15.80 

1-1/2" 273.00 260.00 491.00, 231.00 

2" 436.80 576-.00 945.60 369,.60 

-3-



A.87-10-025 AC/HA/WT 

On Octob~r 19, 1981, Armstrong filea A.81-10-025 

req~esting that D.82-09-063 be moaified to ~ermit Armstrong to 

borrow the aaoitional $1,U,221 ana to increase the rate 

s~rcharge to repay the SDWBA loan. Notice of filing A.81-10-025' 

a.pp~area in the Commissions Daily Calenaar of October 26, 1981. 

On the evening of November 12, 1981,3 staff aceo~ntant 

from the Commission Aavlsory ana Compliance Division cona~ctea a 

p~blic meeting at the Guerneville Elementary Sohool, 

Guerneville, California to explain the new SDWBA project. Only 

three c~stomers attendea the meeting. Due to the very small 

::t~tenoanoe, the meeting was aevotea to answering their 

q~estions. One letter was also received. A 2% c~stomer 

response is interpretea as expressing the same affirmative 

sentiments as expresseo to the prior two loan req~ests. 

The SDWBA loan is clearly the most feasible ana 

economic methoo of finanCing the neeoed ~ooitional cost of the 

improvement project. The Commission, therefore, will authorize 

Armstrong to enter into the propose-o reviseo loan contract with 

DWR ana instit~te the increaseo r~te s~rcharge to only the Main 

Service Area customer bills to repay the lo~n. 
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A.87-10-025 AC/HA/WT 

In oroer for the surcharge to proQuce enough revenue 

tl~ meet the payment on the SDWBA lo~n aue in January 1989 , it is 

necessary for Armstrong to place the revisea surcharge in 

eff~ct on July 1, 1988. Thii will enable the utilitr to 

continue to meet the regular semiannual payments thereafter. 

FinQin~s of Fact 

1. The- j)roposeo water system improvements are neeaea 

to proauce a healthy reliable water supply. 

2. The SDWBA loan proviaes low-cos: capital for the 

neeaea water system improvements ana is a p.ruaent means of 

acquiring an estimateo $354 r 227 incluaing a ,31 aominiitrative 

charge by DWR. 

3. The proposea borro',hng, is fo-r propel'" purposes ano the 

mone~ ... property, or labor to be procureo or ])<110 for by the 

issue of the loan authorizea bJ" this aecision, is reasonably 

reQuirea for the purposes specifiea, which purposes are not, in 

whole or in part, reasonably chargeable to operating expenses or 

to income. 
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A.87-10-025 AC/HA/WT 

4. The proposeo s~rcharge will generate approximately 

$32,805 per year. Approximately $29,823 will be ~seo to me~t 

the loan payment. The remaining $2,982, which is approximately 

10% of the loan payment, will remain depositeo with the fiscal 

agent approveo ~y OWR, in oroer to acc~m~late a reserve eq~al to 

two semiann~al loan payments over a 10-year period. Deposits of 

the SDWBA s~rcharge sho~lo be maoe with the fiscal agent within 

30 oays after collection from customers. 

5. The establishment of a reserve equal to two semiann~al 

loan payments is requireo by DWR administrative regulations. 

6. The maintenance of a separate bank account by 

Armstrong, is reQ~ireo to ecs~re aoequate accountability for 

aepos:'..ts ana oisb~rsements of SDWBA loan constr'uction funos,. 

~ovanceQ ~y DWR to the ~tility. , 

7. The rate s~rcharge will increase Armstrongts ann~al 

gross reven~es by approximately $1',638 ano increase the water 

rates ~y apprOXimately $3.85 per month for an average 

resioential customer with larger met~r capacities increased 

proportionately. 

8. '!"ne rate surcharge establisheo to repay the SDWBA loan 

sho~lo last as long as the loan. The s~rcharge payment $houlo 

not be int~rmingleo with other utility charges • 
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A.87-10-025 AC/HA/WT 

9. The utility plant financea through this SDWBA loan 

shoula be permanently excluoeo :tl"'om rate' b:::lse :tOl'" l"'atemaking 

purposes. 

10~ Special accounting requirem~nts ar~ necessary to ensure 

that there are no unintenaea winor~l:$'to the utility's owners. 

Coast Springs ':;001.010 establish a 'b·alancing account to be 

creai tea with revenue collec.ted through the surcharge, ana 

with interest earnea on funas aepositea with the fiscal agent. 

The balanCing account shoul~be reauceo by payments of principal 

ana interest on the loari ana with any' charges for the services 

o~ the fiscal agent. The rate surch~rge shoula be aojusteo 

perioaically to reflect changes in the number of connections ano 

resulting overages or shortages in the ba1~ncing accOunt. 

" • Tne increases in rates ana charges autho·rizea by this 

oecision are justifiea ana are reasonable; ana the present rates 

ana charges, insofar as they aiffer from those prescribea by 

this oecision 7 are? foI" the futuI"e, unjust ana unI"easonable. 

12. Tnis Sl.lrchaI"ge shoulo be p1acea in effect beginning 

July 1, 1988, to meet the initial payment aue in JanuaI"Y 1989. 

Conclusions of Law 

,. The petition shoula be grantea to the extent set forth 

in the following order because the reviseo rates are just ana 

reasonable • 

2. A Public hearing is not necessary. 
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o R D E R 

IT IS ORDERED that: 

1. On or cfter the effective oate of this oroer, Armstrong 

Valley Water Company (Armstrong) is authorizeo to file the 

reviseo rate scheo~les att~c~eo to this orOer as Appenoix A. 

Such filing shall comply with General Oroer 96-A. The effective 

oate of the reviseo rate scheo~les shall be five oays after the 

oate of filing, ana shall apply only to service renoereo on or 

after July 1, 1988. 

2. Armstrong is a~thorizeo to borrow $354,227 from the 

State of Ca1iforn'ia, to exec'ute the proposeo loan contract, and 

to use the proceeos for the purposes specifi~o in the 

apl>lication. 

3. Armstrong shall est(lblish ana maintain a separate 

balancing account in which shall be recoroeo all bil1eo 

surcharge revenue ana interest earneo on oeposits mace to the 

fiscal agent. The balancing acco~nt shall be reouceo by' pay~ent 

of prinCipal ana interest to the California Department of Water 

Reso~rces (DWR) anO by any charges for the services of the 

fiscal agent. A separate statement pertaining to the s~rcharge 

shall appear on each customer~s water bill iss~eo by Armstrong. 

4. As a conoition of the rate increase granteo, Armstrong 

shall be responsible for ref~noing or applying on behalf of its 

• c,~stomers any s~rpl~s accr~eO io the balancing account when 

oroereO by the Commission. 
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5. Pl~nt fin~nceo thro~gh the California Safe Drinking 

Water Bono Act of 1976 (SDWBA) lo~n shall be permanently 

excl~aea from rate oa~e for ratemaking purposes. 

6. To as~ure re'Payment of the loan~ Armstrong shall 

aeposit ~ll rate surch~rge ana reven~~ collectea with the fiscal 

agent 3'P'Provea 'oy DWR. Such aeposits shall 'oe maae within 30 

aays after the surcharge ana ~p-front cash payment moneys are 

collecteo from the c~stomers. 

7. Armstrong shall file with the Commission a copy of the 

loan contract with DWR~ ana a copy of the agreement with the 

fiscal ag.ent ~ wi thin 30 oays after thes.e oocuments have be.en 

~~xec\,Otea • 

8. . Armstrong shall esta'olisn ana maintain 3 separate bank 

aeeol.Ont ~ to ens.\,Ore 30eo.uate aeco\,Ontabili ty fo'r oeposi ts ana 

ois'o\,Orsements of SDWBA loan construction funas aovancea by DWR 

to the \,Otility. 

9. The application is granteo- as set forth above. 

The a~thority grantea by this oraer to issue an 

evioence of inoe'oteoness ana to execute a' loan contr;;!ct will 

become effective when the issuer pays $230, set by PU eooe 

Section 1904('0). In all other respects, this oraer is effective 

toaay. 

" " 
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California. 
STAI.,\1.EY W. HULETT 

President 
DONALD VIAL 
FREDERICK R. Dt,1)A 
C. MITCHEl I W'ILK 
JOHN B. OHANIA...~ 

Commlssionm 



A??LICABII..ITY 

A??EN'DIX A 
Scheoule No. iA 

?age 1 
ANNUAL ~ETERED SERVICE 

Applic;tble to all meterNI water service furnishee on an annual 
'oasis. 

TERRITORY 

The unincorporatea community of Armstrong Wooas Valley, Lone 
Mountain Suboivision ana vicinity~ locateo approxim~tely 1-1/2 
miles north of the city limits of Cuerneville~ Sonoma County. 

RATES 

Monthly Quantity Rates: 
First 400 cu. ft; pel'" 100 cu. ft. 
Ovel'" 400 cu. ft.~ pel'" 100 cu. ft. ......... ' ...... . 

Pel'" Meter 
?el'" Month 

$1.'0 
$1 .. 42 

?er Meter ?er Ye::ll'" 
Sel"'vice 
Char~e 

Fol'" 5/8 x 3/4-inch metel'" ••••••••• $ 96.00 
For 3/4-Incn meter ••••••• ~ ••••••• $'05.00 
For i-inch mpter ••••••.••••••••••• $144.00 
Fol'" i-iI2-inch meter .............. $192.00 
Fol'" 2-inch meter ••••••••••••••••• $260.00 

SDWBA* 
$l.Ol"'cnarQ;e 
$118.20 (N) 
$177.30 
$295.50 
$591.00 
$945.60 (N) 

The Sel"'vice charge is ~pplicable to all metel"'CO ~ervice. It is 
a reaainess-to-serve cnarge to which is aodeo tne charge for water 
consumea computeo at the Monthly Quantity Rates. 
*SDWBA SURCHARCE 

NOTE! This surcharge is in aaoition to the regular annl.Oal meterea 
watel'" bill. The total annual surch~rge must be iaentifieo on each 
biJ.1. This surcharge is specifically for the repayment of the 
Californj;'J Saf"p Drinkinlr. Water Bono Act loan authorizeo by 
Dec is10n (a) as 01 037 . . 
(s) Insert Decision Number in (a) ~efol"'e filing tariff. 
*SDWBA - Safe Drinking W::lter Eiona Aet 



APPLICABILITY 

APPENDIX A 
Schedule No. 1 A 

Page 2 

ANNUAL METERED SERVICE 

kpplicaole to all m~tereo water service fu·rnisneo on an 
annual basis. 

TERRITORY 

T~e unincorporateo ar~a known as Noel Heights 
Suboivision locateo on the east sioe of State- Highway 116, 
approximately 2-1/2 miles southeasterly of the-Guerneville City 
Limits, Sonoma County. 

RATES 

t-fonth1y Ouan ti t:l Rates: 

First 400 eu. ft. per 100 cu. ft~ •••••••••• 
Over 400 cu. ft. per 100 cu. ft •••••.•••••• 

Annual Service Charge: 
SerVl.ce 
Cnarge' 

For 5/8 x 3/4-inch meter ••••••• $ 96.00 
For 3/4-ineh meter ••••••••••• 105.00 
For 1-ineh meter •••••••••••• 144~OO 
For 1-1/2-ineh m~ter •••••••••••• 192.00 
For 2-ineh meter.......... 260.00 

Per Meter 
Per Month 

$1.10 
1 • .42 

Per Year 
SI5WBA * 

Sureharge 

$ 72.00 
108.00 
180.00 
260.00 
576.00 

The Service Charge is applieable' to all metereo serviee. 
It is a reaoiness-to-serve charge to whieh is aooeo the 
charge fot" water consumeo' computeo at the Mont.hly Quant·i ty 
Rates. 

*SDWBA SURCHARGE 

NOT.E: This surcharge is in aooition to regular annual metereo 
water bill. The total annual surcharge must be ioentifieo on 
each bill. This surcharge is specifically for the ~epayment of 
the California Safe Drinking ~ater Bono Act loan authoriz~o oy 
Decision No. 82-09-06~. 
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SPECIAL CONDITIONS 

A~J:'enaix A 
Schedule No-. 1A 

?age3:, 
ANNUAL METERED SERVICE 

(Contlnuea) 

1. The annual minimum charges applies to service 
~uring the 12-month perioa commencing July 1, ana are aue 
In aavance. If ~ perm~nent resiaent of the area has been 
a customer of the utility for at least 12 months, he m~y elect, 
at the beginning of the y~~r~ to pay proratea service charges in 
30vance at intervals of less than one year (monthly, bimonthly, 
or quarterly) in accoraance with the utility's establishea 
billing pe~ioas auring the winter season at intervals greater 
than three months. 

2. The opening ~ill for meterea service~ except uJ:'on 
conversion from flat rate service, sh~ll be the establishea 
annual service charge for the service. Wnere initial 
service is establishea after the first oay of July, the 
J:'ortion of such annual charge applicable to the current 
ye~r shall be aeterminea by multiplying the annual 
charge by one three hunorea-sixty-fifth (1/365) of the number of 
aays remaining in the calena~r year. The balance of the payment 
of the initial annual charge shall be creditea against 
the charges for the succeeoing annual p-erioo. If service 
is not continuea for at least one year after the cate of 
initial service, or refund of the initial annual charges 
shall be aue the customer. 

3. Fire Protection Revenue Loss Surcharge collection by the 
utility is subject to refuno penoing review by the Public 
Utilities Commission. 

4. Fire Protection Revenue Loss Surcharge is to be clearly 
ana separately statea on utility's billing as a ~Fire Protection 
Surch3rge~ or fully explainea in 3 billing insert with each 
c~lenQar year customer bill. 

APPLICABILITY 

Applicable to all flat rate resioential water service 
furnisheo on an annual basis • 



TERRITORY 

App~noix A 
Seheeule No. 2R'A 

Page 4 

ANNUAL RESIDENTIAL 'FLAT RATe SERVICE 

The unincorporateo areas known as Noel ~eights.subeivisions 
loeatee on the east siee ~f St~te Highway '1~, approximately 
2-1/2 miles southeasterly of th~ Cuerneville City Limits, Sonoma 
County. 

RATES 

Per Serviee Connection 
?E'r Year 

Cnar~e 
For' a single-fAmily residential , 
unit inclueing premises •••••••••••••• $139.00 

For each addition~l sin~le-r~mily 
resioential unit on the same 
premises ane servee from the 
same service connection •••••••••••••• $1~9.00 

*SDWBA SURCHARGE 

$72.00* 

$72.00 

NOTE: This surcharge is in aeoition to the regular ch~rge of $139.00 
pel" service connection, per ye~r.· The tot:;!l yearly surcharge must be 
ioentifieo on each bill. Tnis surcharge is specifically for the 
repayment of the Californi~ S'ilfe Drinking Water Bond Act loan as 
authorizeo by DeciSion No. 82-09-063. 

SPECIAL CONDITIONS 

1. The above flat rates apply to service connection not larger 
than one inch in oiameter. 

2. For service coverec by the above classification, if the 
utility so elects, a meter snall be installeo ana service provieea 
unoer Scheaule No. iA, Annual M~t~reo Service~ effective as of tne 
first oay of the following calenaar montn. Where the flat rate 
eharge for a periOo has been paio in aovance~ refuno of the ~ror~teo 
aifferenee between such flat rate payment r ano the minimum meter 
c'narge for the same perioo sh"lll be maoe on or before that day. 
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APPENDIX A 
Scheaule No ~ .. 2RA 

Page 5 

ANNUAL RESIDENTIAL FLAT RATE SERVICE 
CContlnuea) 

3. The annual flat rate charge applies to servic~ 
ouring the 12-month perioo commencing July 1, ana is 
aue in aavance. If a permanent resiaent of the area has been 
~ customer of the utility for at least 12 months he may elect at 
the beginning of the year, to pay prorated flat rate charges in 
aavance at interval.!. o~ less than one year (monthly, bimonthly,. 
or Quarterly,.) in accoraance with the utility's establishea 
billing perioa.!.. A nonperm~nent resioent may elect to pay 
the annual charge in two equal installments. Where such 
a resioent has faileo to pay the first half o£ the annual charge 
aue July 1, service will not be restorea until the total annual 
charge has been pAia. 

4. The opening bill for flat rate service shall be the 
establisheo annu~l flat rate charge for the service. Where 
initial service is establishea after the first cay of July, 
the portion of such annual charge applicable to the 
current ye~r shall be oetermineo by multiplying the annual 
charge by one three-hunoreo-sixty-fifth (1/365) of the number of 
oays remaining in the calenaar year. The balance of the payment 
of the initial annual charge shall be creoiteo against the 
charges for the succeeoing annual perioa. If service is not 
continue(l for at least one J"e:.u· after the (late of initial 
service, no refuno of the initial annual charges shall beaue 
the customer.· .. 

(END OF APPENDIX A) 


