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Decision No .. 9:t1.97 'JAN S - 1990 

BEFORE THE PUBLIC UTILITIES COMMISSION 

In the matter of ~he ~?p1ic~tion of ) 
Edna B. Lee, db~ Gerber W~ter Works, ) 
to borrow zund~ ~~dor the Safc ) 
Drinking Water Bond Act, ~nd ~o ~dd ) 
a surcharge co water r~tes to rep~y ) 
the principal and interest on such ) 
l~n. ) 

) 

OF THE 

Application No. 59038 
(Filed August 1, 1979) 

and Amendment 
(Filed DecemD¢r 3, 1979) 

By this application, as ~rnendcd, Gerber Water Works, Inc., 
(Gerber) a California Corporation, requests authority to borrow 
$100,075 unc.er the Cali:forni~ Safo Drinking Water Bond Act of 1976 
(SDWBA) '(W~ter Code 13850, et sQG:.), and to add a surchar9'e to 

wa;cr rates to repay ,the princi?~l and interest on such loan. 
Notice!;: of t:he filing of Application ~o. 59038 and the 

arnendmcnt to the application ~p?cared on ~e Co~~ssion's D~ily 
Calendars of August 3, 1979 and December 6, 1979, respectively_ 

SUbsequent to the filing of this applieatio~, Gerber became 
a corporation and was authorizea to transfer its' assets by commission 
Decision No. 90875~ dated Oeto~er lO~ 1979~ in Application No. 58981. 

The utility provides w;).t:er service to Olpproximatcly 289 

residential'and co~~crcial customers i~ the unincoroorated comm~itv w ~ 

of Gerber, • .... ith a popula.:.ior. 0= ~";tt; 1,000 people. '!he cO!!lmunity 
is located two miles west of the Sacramento River and about nin¢ 
miles southe~st of Red Bluff~ Teh;).~ County. There arc 2e~ service 
connections including 258 flat rate a:ld 31 metet:ed serviees. ~rbcr i s 
supply of water is obtained from three deep wells_ The utility 
currently is utilizing only two of the wells .. and the thi:d well is 
retained for either st;).ndJ:.y eme'rgency use, or reserve c<lp.J.city. The 
W.-:Lt;er syste:t docs not recuire ~-iltration and chlor1ruJ.t1on treatment V' , . 
facilities because all gro~~~ w~tcr sources arc of satisfaeto=y 
chemical and bactcriologica~ quality. The system .. however, has 

. ~ 

serious deficiencies including de~erioratcd transmission and, 
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distribution mains, lack o:! control valves and nov meters.. low water 
pressure and imProper ~ire protection service. 

Gerber proposes to correct the deficiencies in its water 

distribution system by the installation o~ approximately 4,770 ~eet of 
new transmission and ~istribution mains, installation of control valves 
and installation of !low meters at wells. In addition, Gerber intenes 
to install ~ire hydrants and new services to feed-o:!! the distribution 

mains. 
The SDWBA provides, among other things, that water utilit~es 

whose systems fail to meet California Real th and Safety Code stand~s 
and which c~ot otherwise finance necessar.y plant improveme~ts m~v 
apply to the California Departme~t of Water Resources (DWR) ror low 
interest rate loans. The SDWEA charges the California Department of 
Health Service (DES) with the responsibility or analyzing the poublic 
health issues, and or making a determination ot the specific pl~t 
improvements that are needed to meet 'Water quality standards. D'w"R 

determine~ the need tor financial assistance and acts as the lenc.ing 
agency a:c.d fiscal administrator. Before a loan is granted, t!l'!!' 
applicant must demonstrate to DW its ability to repay the loan and 
show that it has instituted measures that will maxilnize water 
conservation. Under the provisions of Sections 816 through 851 or the 
Public Utilities Code~ public utility water companies must obtain 
authorization from the California Public Utilities Commission 
(Commission) to enter into my long-term loan. Section 454 of that 
code requires a public utility water company to obtain Commission 

.~prova1 tor rate increases. 
~e DRS has reviewed Gerber t s loan proposal and has set 

forth a 8'Inmnary or construction to be undertaken nth the loan 
proceeds. :By letters dated April 16~ 1979 and November 7, 1979,. 
DW i.u!"o:oaed Gerber or its. eligibility :tor a loan Under the SDWA. 

-2-



The items or eo:c.stru:ctionand-e-stimated costs are 

detailed as ~ollows: 

Item 

lnstallation or 4,770 reet ~ or 8 t
' ma.i:c.s 

@ $11.50 per root 

Four 8" gate valve installations 
@ $400 each 

Eight 4" gate valve installations 
@ $-;00 each 

Installa~:io:c. or rive fire :t.yd.rallts 
@ Sl,ooo each 

Seven 3/4 " services installations 
~ $250 each 

Installation or 86 transfer services 
@ $100 each 

Installation 0'£ two main line meters 
@ $800 each 

Deed or Trust .filing 

Engineering and other contingencies costs 
Subtotal 

DWR administrative fee, ;% or lo~ 
Total estimated project eost 

Cost -

1,600 

2,400 

5.,000 

1,750 

8,600 

1,600 

1,200 

20,155 
$ 97,160 

2,91 5 
1100;075 

The proposed lo8.tl. from DWR will provide for a 3O-yea:r 
rep83%llent schedule with equal semia:cnual p~ents -or pr:iJlcipal and 
interest, at 8Jl interest rate or 5-1/2 percent per a:cnu:m. The a:cnual 
requirements .for debt service are approximately $6,850. The amount 
or the ,.es:J:1y surcharge to repay principal and interes.t on the loan 

will be in direct proportion to the capacity or each customer's 
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meter or service connection. Such a so:rcharge would produce 
approximately $571 per month. :requiring an increase in water rates 
ot approximately 52.00 per month tor each residential customer ~~th 
a 5/S"x;/4"' meter or ,/4" nat rate service. 

stTRCH.ARGE SCREDUI:E 
Size or Service Monthly£/ 

or !1eter Surcilar,Se 
Residential!! $ 2.00 
l-ineh ,.40 
l-1/2-inch 6.60 
2-inch 10.60 

11 5/8"x3/4" meter or ,/4tt service. 

g; This surCharge would be in addition to regul~ 
charges tor water service. 

Gerber's present rates were authorized by Commission 
Resolution No. ~-2394. et!ective August 8, 1978, and moditied 
effective December 9, 1978, to reflect a reduction in property taxes. 

The estimated axmual gross revenues tor 1979, at present 
rates will be about $23.385. The 16,850 yee::ly i:c.erease under the 
SDw:BA loan surcharge thus would illcrease Gerber's revenues by 
approximately ~;. 

On J.ugt1st 22, 1979, a sta£! accountant from the Commission's 
Revenue Requirements Division coneucted a public meeting at the Gerber 
Collrll1'tQity Club, Gerber, Cali.fornia to explain the SDWBA loan program. 
~e meetiJ:l.g was attended by about 32 customers or the utility. Also 
partiCipating in the meeting were representatives !rom DRS, DWR ane. 

Gerber. At the direction or the Commission, Gerber sent a letter to 
all ~stomers noti1'yj.llg them o~ the meeting. 
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~he Gerber customers ~ho attended the meeting over
liheJJningly indicated their support tor tb.elproposed vater 'system 
improvements. However~ the customers in attendance (which included 
representatives or the, Gerber-Las Flores Community Services Fire 
District) expressed concern that the proposed vater system improve
ments would not solve the low water pressure at the southwest corne~ 
o! the Gerber water system, and. that additional !"ire hydra.:o.ts were 
needed to meet the requirements or General Orde~ ~o. lO~. The ~rber 
customers expressed unanimous se~timent towards having the utility 
correct these additional distribution system ~e!icie~cies, even if it 
entailed borrowing by GerOer of additional ~DWBA loan funds from D·w.R, 

wit~ a concomitant higher rate surcharge not exceeding ~2.00 per month, 
per residential customer. 

~l::J,e .l.lHS and DWR represe:c.tati ves decided that Gerber 
should a~ply ror additional SDwBA loan ~ds of $37,450 from DWR, 
bringing the total requested loan to ~lOO,O?5. ~he additional !Unds 
would be used ror installation and extension or an 8-inch main, 

another approximate 1 ~4?C teet; transfer of 39 ser.~ces so that they 
feed-ofr thE~ I:)-inch main; installation or :i ve fire hydrants and 
il:.creased contingency and engineering cos'Cs. :J.'he JJHS and DWR have 
determined the nee~ and approved the increase in the amount o! Gerber's 
SDWE. loan from ~62,625 to $100,075. 

The starr accountants have reviewed the applicatio~, as 
amended, and have concluded that the proposed plant ~roveme:c.ts are 
badly needed and the proposed SDWBA loan clearly is the most !easible 
and economical met~od o~ rinancing a general pl~t reconstruction 
program to correct,the ~ajor water s,ystem der~ciencies. The COmmission, 
there1"ore, will authorize Gerber to enter into the proposed loan 
contract with JJWR and to institute a surcharge on customer bills to 
repay the loan. 
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A.5903S lq 

- " -_ .... - We rec09nize that ~he proposect increa.se in rates exceeds 

the quidelines for voluntary noninflationary priees promulgatec 
by the'President's Couneil On Wage and Priee Stability. The 
increase, however, is in keeping ~th the exceptions noted in 
section 70S-C-8(d) (iii) of the council's guidelines, which 
section indicates that exceptions to the guidelines are warranted 
if the quidelines would impose extreme hardships and gross inequi ties 
on utilities. 

While Section 70~C-S of ~e council's gnidelines applies 
to electric and gas utilities, equity dictates that ~e guidelines 
likewise should be applied to water utilities that qualify for 
loans provided by the SDWBA. Circumstances which constitute a 
hardship include inadequate cash flow. Under existing rates, 
Gerber would not have sufficient cash flow to meet the principal 
and interest payments on the proposed loan from DWR. The rate 
surcharge, therefore, is in accordance ~th the guideline exceptions 
of the President's Couneil on Wage and Price Stability. 

The SDWBk lOAn repayment surcharge should be separately 
identifiee on customers' bills. The utility plant financed through 
the sUX'charge should be permanently excluded from rate base for 
ratemaking purposes and the depreciation on this plant should be 

recorded in memorandum aecounts. 
Gerber should establish a balancing account to be credited 

with revenue eollected through the surcharge. and with investment 
tax credits arising from the plant reconstruction program as they 
are utilized. The balancing account should be charged with payments 
of interest and prineipal on the loan. The surcharge should be 

adjusted periodically to reflect chAnge$ in the number of connections, 
and resul ting overages or shortages in the balanciDg aecount. 
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A.59038 lq 

It is appropriate to emphasize that the surcharge 
authorizea herein will cover only the cost of the loan incurred 
to finanee the added plant~ not any additional operating expenses 
that may be incurred. It will not preelude the likelihood 0: 
future rate inerease requests to cover increases in costs of repair 
materials~ wages, property taxes, power bills~ or other operating 
expenses that may be incurred in the future. 

In order tor the surcharge to produce enough revenue to 
meet the initial payment of principal and interest on the SDWBA 
loan due in January 1981~ it is neeessary for Gerber to place the 
surcharge in effect beginning MarCh 1, 1980. This will enable 
Gerber to accumulate initially a small surplus in the balaneing 
account to compensate for the time lag between billing and 
collection dates. 

Findinos of Fact 
1. The proposed water system improve~ents are needed to produce 

a heal~ful, reliable water supply_ 
2. '!'he SDWBA loan provides low-cost capital tor the needed 

water system improvements ana is a prudent means of aequiring necessary 
capital. The plan.!:. reconstructicn pr09'ram will c:ost an estimated 
$100,075 including a three percent administrative charge by 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 required for the purposes 
apeeifiea, which purposes are no~, ±n whole or in part, reasonably 
chargeable to operating expenses or to income. 
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· .. 
4. A rate sureharge would be established whieh provides in each 

six months f period an amoun t: of revenue approximately equal to the 
periodic loan payment.. This surcharge should produce ahout $571 . 

. .-
per month, resulting in an increase in water rates of approximately 
$2.00 per month for an average residential customer.. Water rates of 
customers with larger meters or services would be increased propor
tionately. This rate surcharge will increase Gerber's annual gross 
revenues by approximately S6,850 per year. 

S. The rate surcharge which is established to repay the SDv~ 

loan should last as 10ns as the loan. The surcharge would not be inter
mingled with other utility charges. 

6. The utility plant financee through this SDWBA loan would be 
~ermanentlv excluded from rate base, as the customers should not be ... .. 
required to pay more than once for the utility plant. 

7. Special accounting requirements are necessary to ~nsure tr~t 
there are no unintended windfalls to the utility owners. Gerber 
would est~lish a balancing accou.~t to be credited with revenue 
collected through the surcharge, and wiCh investment tax credits result
ing from the plant construction, as they are utilizee. The balancin~ 
account would be reduced by payments of principal and interest on 
the loan. The rate surcharge ~ould be adjusted periodically to 
reflect changes in the number of connections and resulting overages 
or shortages in the balaneing account. 

8. The 'increases in rates and Charges authorized by this de~ision 
are justified and are reasonable ... and the present rates and charges, 
insofar as they differ from those prescribed by this decision, are, 
for the future, unjust and unreasonable. 

9. This surchar~e shQuld be placed in effect beR:;;nn;n~ :r.:a=cb. 1. 
1980 so as to accumulate funds to make the initial principal and 
interest payment Que in Janu~ 1981. 
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A.59038 lq 

.. ·Conclusions of' Law 

1. The applica.tion, as amended, should be granted to the 
extent set 1'orth in the !ollowing order. 

2. A formal hearing is not necessar.y. 

ORDER -----
IT IS ORDERED that: 

1. On or a.!ter the eff'ective date or this order, Gerber ·w"ater 
Works, Inc., is authorized to tile the revised rate schedule attaChed 
to this order as Appendix A. Such filing shall cOltply with General 
Order No. 96-A. The e!tective date of the revised rate sChedule 
shall be rive days a.!ter the date of filing, and shall apply o:c1y to 
service rend.ered O~ or atter March 1, 1980. 

2. Gerber Water Works, Inc., is authorized to borrow SlOO,075 
from the State of Califo~-ia, to execute the proposed loan contract, 
and to use the proceeds for the pu-~oses specitied in the applicatio~,_ 
as 8lIlended. .. 

3. Gerber "Water Works, Inc., shall establish and lllaintaiI:. a 
separate balancing account in whiCh shall be recorded all bill surcharge 
revenue and the value 01' investment tax credits on the plant, as 
utilized. The bala::lcing acco'tmt shall be reduced by paj'lllents o~ 
principal and interest to the State Department 01' Water Resources. 
A separate statement pertaining to the surcharge shall appear on each 
customer's water bill issued by Gerber Water Works, Inc. 

-9-



'. 
A.59038 1q 

4. As a condition of the rate increase granted herein. ~rber 
Vater Works. I:c.c., shall be responsible :Cor re:!'Unding or applying Oll 

lehalf of the customers any surplus accrued in the balancing 
account when ordered by the commission. 

5. Plant :CinBllced through the SDWEA loan shall be permanently 
excluded from rate base. 

The authority granted by this order to issue an evidence of 
indebtedness and to execute a. l.oan contract v.i.ll become effective 
when Gerber Water works. Inc., has paid the tee prescribed by Section 
19QA(b) of the Public Utilities Code, which fee is $202. In all 
other respects, the effective date of this order shall be five 
days after the date hereof. 

4tAti ~ - 1000 Dated _____ .;..;vo;...;;;...,;; __ 
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.APPLIC~ILITY 

APPENDIX A 

Sched.ule No.1 
Sheet 1 or 2 

Applicable to all metered water service. 

TERRITORY 

Gerber and vicinity, Tehama County. 

RATES 

Service Charge:· 

For 5/8 x 3/4-inch mete~ •••••••••••••••••••• 
For ;/4-ineh meter •••••••••••••••••••• 
For l-inch meter •••••••••••••••••••• 
For l~ineh meter •••• _ •• _._ ••••• __ ••• 
For 2-ineh meter •••••••••••••••••••• 

Quantity Rates: 

:First 300 cu.!t. per 100 eu.1't .. 
Over 300 cu.!t. per 100 cu.!t. 

••....•....•• 
.............. 

. 
Page 1 or 4 

Per Meter 
Per Month 

$ 2.50 
2.75 
3.75 
S.oo 
6.75 

$ 0.32" 
0.408 (R) 

• The service Charge is applicable to all service. It is 
a :read.iness-t~serve charge to which is ad.ded the charge, 
computed at the Quantity Rates, tor water used during the 
month. 



· Page 2 o! 4 

SURCBARGE 

Schedule No. 1 
Sheet 2 o~ ,2··-

Size of S'Ureharge Per 
Meter Meter Per Month 

For 5/8 x 3/4-inch meter ............... $ 2.00 
For 3/4-inch meter ................. 2.00 
For l-inCh meter ....... ~........ 3.40 
For 1-1/2-inch meter................ 6.60 
For 2-inch meter •••••••••••••• 10.60 

METERED SERVICE SURCHARGE 

NOTE: This surcharge is ill addition 'to the reglllar monthly .. 
metered water bill. The total monthly surcharge must be 
identified on each bill. This surcharge is speci~ically tor 
the rep~v.ment or the California Safe ~g Water Bond Act 
loan authorized by D~cision No. (a) • 

eN) 

(a) Insert Decision Number in Application No. 59038 
betore riling tariff. eN) 



Page ~ o:t 4 
.APPmn>II J.. 

Schedule No.2 
Sheet 1 o:t 2 

GENERAL P'LAT' RATE SERVICE --
APPLICABILITY 

Applicable to all :t1at rate water service. 

TERRITORY 

Gerber and vicinity, Tehallla County. 

Per Service "Connection 
Per Month 

1. :For a single-family residential 
'Wlit~ including premises not 
exceeding 7,500 sq. ft. 
in area •••••••••••••••••••••••• 

a. For each 100 sq. ft. of 
premises in excess or 
7,500 sq. ft ............... . 

2. For each small store or 
business ••••••••••••••••••••••• 

"SPECIAl, CON:DITIONS 

$ 6.15 (R) 

0.026 

4.60 (R) 

1. All service not covered by the above classifications shall 
be furnished only on a metered basis. 

2. For service covered by the above classifications, i:t either 
the utility or the customer so elects, a meter Shall be installed 
and service provided under Schedule No.1, General Metered Service. 



.APPENDIX A. 

Sched.ule No. 2 
Sheet 2 or 2 

GENERAL FLA'r RATE SERVICE 

SURCHARGE 

Size or 
Serviee 

~/4-ineh service 
l-inch service 

1-1/2-inch service 
2-inch serviee 

.•••..........•.. 
••••••••••••••••• 
••••••••••••••••• ...............•• 

FLAT RATE SERVICE SURCHARGE 

Surcharge 
Per Service Conneetion 

Per Month 
$ 2.00 

~.40 
6.60 

10.60 

NO~: This surcharge is in addition to the regular charge of 
or 56.15 per ~/4-inch service connection, per month. The 
total monthly surcharge must be id.entiried OD each bill. 
This surcharge is speCifically tor the repayment of the 
California Sate Drinking Vater Eond Act loan as authorized by 
Decision No. (a2 • 

(a) Insert Decision :Number in .A.pplication. No. 59038 
before tiling tariff. 

(N) 


