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Decision 91-01-038 July 16. 1991 ®\6)U®nffi~\ 
BEFORE TilE PUBLIC UTILITIES CO~IMISSION OF TilE l§VA'HP~CALlFORNIA 

Resolution F·644, Hill\'icw 'Vatcr ) 
Conlpany, Inc. (HiII\'icw») Request to ) 
Utilize $ I ) 2,000 of its Safe Drinking ) 
\Valer Bond Act Loan Reserve and ) 
Surcharge OYcrcolleclion to Construcl ) 
Plant Improvcments ReconHnended by ) 
the California Department ofllealth ) 
Scrvices. ) 

A.96-04·02S 

ORDER DENYING REHEARING 

Rcsolution F-644 authorizes lIi1h'ic\v \Yater Company to constmct plalH 

e.: improvemcnts and to finance the construction with $112,000 of its CaUfomia Safe 

oo-e 

Drinking \Vater Bond Act of 1976 (SO\VBA) loan resen'c and surcharge o\'ercoJlection. 

The resolution pennits lIill\'iew t~ reallocate its current surcharge co1Jcction based oil the 

proposed improvements. John Minich filed a protest in the proceeding as has applied for 

rehearing ofReso!ulion F·644. 

First, Minich alleges that due consideration was not given to argun\cnts 

discussed in his protest in that no rationale whatsoc"er is presented in resolution 1":·644 

for disparate surcharges. 

Secondly, he argues that the resolution contains misstatement of material fact 

used tojustify the resolution, in that the authors of the rcsolutiOil il'ldicate that $112,000 

of improvements were mandated by the Department of Health Sen'iccs (DlIS). 
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e Minich's arguillents received ample considcmtions and analyses. The 

resolution recites at P,lgC 3 11mt: 

"Protests 

On November 21, 1995 a protest to this advice letter was 
received frolll John Minich (Protestant) l\1ost ofthe 
Protestant·s objections relate to issues addressed in our Res. 
F.632 and we will not address those issues here. lIowc\,er, 
several ofProteslant's objections relate to Hillview's current 
request: 

I. Protestant Claims that the proposed pJant illlprove-nlents 
benefit onl)' severaJ of IlilI\'iew's districts and if the 
Commission approv~s thcse plant improvementS, Hillview's 
surcharge approved in Res. F-632 wi)) be unfairly allocatcd 
between districts. 

2. Protestant claims that the SD\\,BA surcharge 
o\'ercoJleclions should be used to pay down the SO\VBA loan 
and nol used to finance these new plant impro\'el11ents 
because the surcharge collected were based on all allocated 
between districts that was diOerent th3l1 would be today. 

3. Protestant alsoc1aims that operating revenues should be 
used to linance some of these improvements. 

4. Finany protestant claims that instead of using the 
SD\VBA surcharge o\'ercollcctions to finance the 
improvements, ncw fillancing should be procured. Protestant 
claims that the one-time fees associated with new financing 
would be immaterial when spread to the districts that bene lit 
from the proposed improvements." 

Thc Resolution proceeds, beginning at page 4, to discuss Petitioner's protest 

and to adopt a detailed reasoning for the al1ocation adopted. The Resolution concludes, at 

page 5: 
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hI flhe curr\,nt rates arc compar.;d 10 the sut.;hargc 
recommended by \Vater Branch, there will be Surcharge rate 
incr.;ases for Sierra takes and Coarsegold IIlghlands and 
r.;ductions for Oakhurst and HiII\'iew Goldside. It should be 
noted, however, that almost all ofllillyicw·s customer gro\\1h 
occurred in the O~khurst service area. Furthemlorc, there is 
no current surcharge for Coarsegold lIighlalids and the 
proposed rates include a surcharge rate to recover the 
proposed $62,000 plant costs from Coarsegold Highland's 
custonlets. But, because thne would be substantial rate shock 
if the costs were allocated completely to that district, \Vater 
Branch had developed a rate design to more fairly allocate the 
surcharge." 

The Resolution language anlply considered l\1inich's protest and adopted a 

detailed aJlocatlon procedure for the reasons set out above. The fact that the methodology 

adopted is not that urged by Minich docs not constitute legal error. 

Minich next argues that the Resolution is in error becallse it states that the 

Dcpartmcnt of Health Services (OIlS) supported the proposed system improvements. 

whereas the OilS actually only supported the drilling ofa second well at the Coarsegold 

lIighlands. The position ofDBS was submitted hl a letter dated October 18, 1995. It 

contains recomillendations not only rdating to a new well at Coarsegold Highlands but 

also for construction of buildings over treatment plants and for replacement and 

relocation of water mains. (DHS leller p. I) 

The only language in the Resolution addressing thiS issue is found at page 5 

under the heading "Coarsegold Highlands Area": 

"Since the proposed facilities enhance service reliability and 
DBS is recomnlcnding the project, \Vater Branch 
recommends Commission approval.u 
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Minich misses the point. The Commission derives its authority to reguJate 

Utilities froJil Article XII of the State Constitution, and from the Publie Utilitks Code and 

not fwm feCOJ1UllCndations by other agencies. 

Sections 5 and 6 of the State Constitution recite: 

SEC. 5. The I.egislature has plenar), powert unlimited by the 
other pro\'isions of this constitution but consistent with this 
article, to confer additional authority and jurisdiction upon the 
cOnlmission, to establish the Illanner and scope ofrc\'iew of 
conlmission action in a court of record, and to enable it to fix 
just compensation for utility property taken by eminent 
domain. 

SEC. 6. The commissic)Jl may fix rates, establish rules, 
examine records, issue subp6enas. administer oaths, take 
testimony, punish for contempt, and prescribe a unifonn 
system of accounts fot all public utilities subject to its 
jurisdiction. 

Section 70 I Public Utilities Code stales~ 

70). The commission may supen'ise and regulate every 
public utility in the State and may do all things, whether 
specil1cally designated in this part or in addition thereto, 
which are necessary and convenient in the exercise of such 
power and jurisdiction. 

A recommendation from another state agency is not required for the 

Commission to exercise its constitutional mId statutory authority, although the 

COlllmission welcomes and gives weight to the recolllillendations and expertise of other 

state agellcies. 

The plain lallguage of the DBS letter indicates that it supports the proposed 

improvements. \Vhether the DIIS acted independently in supporting the improwments or 

r('acted to a request from the Water Branch is completely immaterial. I}ctitioner~s 

argument is without merit. The language in the Resolution is supported by the record in 

the proceeding. 
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e Now therefore, the COlllmission has considered cach and e\'ery a1legation of the 

AppJkation for Rehearing herein, and being of the opinion that legal error has not been 

c.1\:monslrated. 

IT IS ORDERED that RehNring is denied. 

This order is cllccti\'c today. 

Dated July 16, 1997, at San Francisco, CaJifomia. 
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P. GREGORY CONLON 
President 

JESSIE J. KNIGHT, JR. 
HENRY r..1. DUQUE 
JOSIAIJ L. NEEPER 
RICHARD A. BILAS 

ContJi1issioners 



PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

COMMISSION ADVISORY AND 
COMPLIANCE DIVISION 
Finance Branch 

BE~Q!/YT!QH 

RESOLUTION F-644 
MARCH 13, 1996 

RESOLUTION F-644. HILLVIEW WATER COMPANY, INC. 
(HILLVIEW). REQUEST TO UTILIZE $112,000 OF ITS SAFE 
DRINKING WATER BOND ACT LOAN RESERVE AND SuRCHARGE 
OVEJ{COLLECTION TO CoNSTRUCT PLANT IMPROVEMENTS 
RECOMMENDED BY THE CALI FORNIA DEPAR'l'MKNT OF HEALnt 
SERVICES 

BY ADVIcE LE'I'TER No. 53. SUBMITrED ON NOVEMBER I, 1995 

SUMMARY 

This order authorizes Hillview. a Class C water utility, to 
construct pl-oposed plant irr.provements and to finance such 
improvements with $112,000 of its California Safe Drinking Hater 
Bond Act of 1976 (SDWBA) loan reserve and surcharge 
oyercoilectibn. The loan reserve and surcharge oYercollection 
was previously ordered in Resolution (Res.) F-632# dated 
November 22, 1994, to be used to reduce the amount of a COBANK 
loan needed to refinance Hillview's SDWBA loan. (1] 

This order also finds that Hillview's current surcharge 
collection should be reallocated based on these proposed 
improvements, taking into account Hillview's current cUstomers.­
and instructs Hillview to notice its customers and to file an 
Advice Letter to implement the proposed Tariff Sheet in Appendix 
A of this resolution. The advice letter must meet the 
requirement of Resolution F-632 for Hillview to file an advice 
letter in 1996 to adjust its surcharge on or before the 
anniversary of the COBANK loan. In all other respects, Res_ 
F-632 and F-643 remain unchanged. 

Water Branch estimates the annual reVenue impact of this filing 
to be zero. 

BACKGROUND 

1 Subsequent to Resolution F-632# Resolution F-643 authorized 
Hillview to set a portion of the loa~ authorized by Resolution 
F-632 at a "vai-iable, instead of fixed, rate of iiltel"est-. 
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In Res. F-632, the Commission authorized Hillview to enter into 
two loan agreements with COBANK, a cooperative bank, one at 
$540,000 and one at $960.000. The proceeds from the $960,000 
loan are being used to refinance an existing SOWSA loan and to 
finance approximately $266,000 in improvements. Res. F-632 
ordered Hillview to appl)' its snWBA loan reserve and any 
remaining surcharge overcollection relating to the SDWBA loan to 
reduce the proceeds needed from the OOBANK loan. RecoVery of 
the $960,000 loan was aut~orized to. be br surcharge. Res. F-632 
also ordered Hillview to file an advice etter on or before the 
anniversa~ of the COBANK loan to reflect changes in the number 
of connections and resulting overages or shortages in the 
surcharge recovery. 

In Res. F-643, dated October 5, 1995, Hillview was authorized to 
set $260,000 of the $960,000 loan authorized by Res. F-632 at a 
variable instead of fixed rate of interest to allow HillView to 
make early payments against that portion of the outstanding 
balance of the $960,000 loan without incurring a prepayment 
penalty. 

SDWBA loans were issued with an estimated interest rate with the 
understanding that the interest rate would be adjusted once the 
actual inte~est ~ate was determined. In November 1998, Voters 
approved the Safe Drinking Water Bond Act of 1988 which 
authorized the State to establish an interest rate for loans 
established under the 1976 SDWBA equal to the interest cost of 
general obligation bonds sold as of November 1988 to finance the 
SDWBA loans. In early 1994, the California Department of toJater 
Resources (DWR) informed Hillview that the interest rate on its 
SDWBA loan would increase to 8.1% and that this increase would 
be retroactive back to the inception of its loan. This 
retroactive increase applied to all of the water utilities who 
had SDWBA loans and was disputed by several other water 
companies. 

Hillview learned of the interest dispute from OWR and elected 
not to payoff its SDWBA loan in full until the interest rate 
issue was settled.12l The principal and undisputed interest 
on the SDWBA loan were paid by Hillview on July 28, 1995 in the 
amount of $569,001.65, using proceeds from the COBANK $960,000 
loan. Hillview's SDHBA loan reserve and remaining surcharge 
overcollection relating to the SDWBA loan were held in the SDWBA 
trust account in case the interest issue could not be resolved. 

On September 22, 1995, Hi 11 v ie .... · entered into a settlement 
agreement with the State of California and DWR to apply the 8_1\ 

2 DNR informed Hillvie\.,· that if m·m reached an agreement with 
the other water companies regarding the retroactive interest, it 
would apply the same treatment to all of the other loans. HoweVer 
DWR cautioned that-if Hillview paid off its SDWBA loan, including 
the disputed interest. m·m ""ould riot ):efund the disputed intel-est -
in the event it later settled the matter . 
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per annum interest rate on Hillview's SD~~A loan prospectively 
from January 1, 198~ to September 22, 1995, thereby reducing the 
adjusted loan balance by $112,463.42 to $24 344.34. That 
approximately $112,000 s the subject of Hiilview!s Advice 
Letter 53 proposal. 

On October 1&. 1995 Hillview received a letter from the 
California Department of Health Services (OHS) recommending the 
following plant improvements: 

Coarsegold Highlands Cost: $52,000 

12 foot wide .easement from the eXisting well 
direct to the storage site. 

Additional 40'X 40' storage site 
New 13'X 30' storage tank 
Additional well to be drilled on easement or 
storage site. 

Oakhurst-Sierra Lakes Cost: $23,625 

Building OVer Forest Ridge Treatment Plant 
Building over Sierra Lakes Treatment Plant and 
Aeration Tower 

Road 426 Pipeline Relocation/Replacement 

Total Proposed Improvements 

Cost: $36,375 

$112,000 
=======:.= 

In this filing Hillview requests authority to use $112,000 of 
its SDWBA loan reserve and the remaining surcharge 
overcollection(3) to pay for the plant improvements 
recommended by DHS in its October 18, 1995 letter to Hillview. 

Hillview asserts in its filing that it does not have the capital 
to construct the needed improvements. Hillview contends that 
use of the reserve and remainiilg overcollect ion is the most cost 
effective way to construct these impl'ovements because obtaining 
new financing will incur additional costs that would need to be 
recovered from customers. 

PROTESTS 

On November 21. 1995 a protest to this advice letter \ ... as 
received from John Minich (Protestant). Most of the 
Protestant's objections relate to issues addressed in our 
Res. F-632 and we will not address those issues here. However. 
several of P~ot~stant·s objections do relate to Hillview's 
current request: 

3 Relating to the SDNBA loan, The reserVe and the 
overcollect ion ""ere not needed to pay of f the SDWBA nj~lO- beca-u-se-­
of the settlement with DWR. 

-3-
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1. Protestant claims that the proPQsed plant improvements 
benefit only several of Hillview's districts and if the 
Commission approves these plant improvements, Hillview's 
surcharge approved in Res. F-632 will be unfairly-allocated 
between districts. 

2. Protestant claims that the SDWBA surcharge overcollections 
should be used to pay down the SDWBA loan and not used to 
finance these new plant improvements because the surcharges 
collected were based on an allocation between districts that was 
different than would be today. 

3. Protestant also c~aim9 that operating revenues should be 
used to finance some of th~se improvements. 

4. Finally Protestant claims that instead of using the SDWBA 
surcharge over-c6l1ections to finance the improvements, new 
financing should be procured. Protestant claims that the one­
time fees associated with new financing would be immaterial when 
spread to the districts that benefit from the proposed 
improvements. 

DISCUSSION 

Water Branch has reviewed this filing and the Protest and 
determined the following: 

o Oakhurst Service Area - Pipeline Relocation Project: The 
relocation and replacement of appi-oximately 40Q-SOO feet of 
12-inch main required by Madera County because of the 
widening and relocation of County Road 426 is estimated to 
cost OVer $100,000. Hillview contends that it needs 
$)6,315 in cash to pay for part of the project, Hillview 
intends to capitalize the balance of the project. Since 
the relocation/replacement is required. is an unusual 
occUrrence and Hillview is short of cash and does not 
benefjt from not capitalizing the $36,375, it is reasonable 
to approve this project and proceed with the project 
payment arrangements as proposed by Hillview. 

o oakhurst service Area - Forest Ridge Treatment Plant 
Building: DHS is strongly recommending construction of a 
building to make the treatment plant and facilities secure 
from vandalism and protect the equipment from excessive 
corrosion due to weathering, Hillview estimates this 
project will cost $7,880. Water Branch recommends approval 
of this project, 

o Sierra Lakes Area - Sierra Lakes Treatment Plant Building: 
Constl-ucting a steel frame structure around the existing 
water treatment plant and aeration tank is estimated to 
cost $9,860 and $5,885. respectively, for a total cost of 
$15,745, making facilities secure from vandalism and 
protecting the equipment h.-om. excessive corrosion. DHs is 
strongly recommending this project, Water Branch 
recommends Comitlission approval of this project. 

- ~ -
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o Coarsegold Highlands Area - Well and Storage Tank Projects I 
The addition of a new well and a storage tank will enhance 
water supply reliability during normal conditions since the 
existing water system has a single hard rock 'well with a 
low yield and the well will serve asa backup water supply 
when the existing well has to be taken out of service 
during an emergency or maintenance and repair. 

o 

The fire flow requirement for this system is 150 gpm for 
two hours. The new 30~OOO·gallon tank would increase the 
time of fire flow from the current 40 minutes of flow 
provided by the existing tank to 80 minutes, making the 
system closer to meeting fire flow reqUirements. 

To complete the well and,storage tank project, Hillview 
proposes to build the following facilities in Coarsegoid 
Highlands: 

Easement Aquisition 
Storage Tank 
Grading 
Grade band and Gravel 
Nell 
Electrical 
Pump & Motor 
Pipeline-well to storage 
z..1isc. and plumbing 

Total 

$ 2,000 
20,700 
3.000 
1.000 

12.000 
3,500 
4,500 
4,000 
1,300 

$ 52.000 

Since the proposed facilities enhance service reliability 
and DHS is recommending the project, Water Branch ' 
recommends Commission approval. 

Surcharge Allocation: In its review of the proposed plant 
improvements, Water Branch recom~ends that the surcharge 
currently being collected (relating to the $960,000 loan 
authorized by Res. F-632) be adjusted to reflect the 
proposed improvements. Water Branch recommends the rate 
schedule for metered service shown in Appendix A of this 
resolution, based On the numbel- of Hillview's customers as 
of December 31, 1995. 

I f the current rates are compal-ed to the surchal-ge 
recommended'by Water Branch, there will be surcharge rate 
increases for Sierra Lakes and Coarsegold Highlands and 
reduct iOns for Oakhurst and Hi 11 vieN Golds ide. It should 
be noted, however. that almost all of Hi 11 vie .... ·' s cUstorr.el­
growth occurred in the Oakhurst sel:vice area. Furthel-more, 
there is no CUrl-ent surcharge for Coarsegold Highlands and 
the proposed rates include a surcharge rate to recoVer the 
proposed $52,000 plant costs from Coarsegold Highland's 
customers. But, because there would be substantial rate 
shock if the costs were allocated completely to that 
district, Water Branch has developed a rate design to more 
fairly allo~ate the surc~~rge_ 

-5-
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Water Branch recornmends that Hillview notice its customers 
in the districts where there will be a surcharge increase 
and. file an Advice Letter to adopt the Tariff Sheet 
attached as Appendix A. of this resoluti6n. . 

The Finance Branch reviewed Hillview's filing and the Protest 
and determined that if Hillview's request to finance the 
proposed improvements is not granted. and instead the SOWBA 
reserve and surcharge overcollection related to the SOWBA loan 
are used to pay down the principal of the COBANK $960.000 loan. 
as ordered by Res. F-632, Hillview would need to secure 
additional debt. Long-term plant improvements such as these are 
not properly recovered ,as an operating expense and Hillview does 
not have the funds to finance these improvements. 

Securing additional debt at this time would, at th~ minimum. 
result in an increase of administrative costs and loan and legal 
fees. It is more likely that procuring additional debt will 
result in an unnecessary and complex refinancing and result in 
much highel~ rates to recoVer substantial administrative costs 
and loan and legal fees. CACD's Finance Branch recommends that 
Hillview's request to finance the proposed plant, improvements 
with the remaining reserve and surcharge overcollection be 
approved. 

Since the proposed construction is reasonable and will improve 
service, and Hillview's proposal to finance these improvements 
is the m6st cost effective way, Hillview should Use $112,000 of 
the SDtoJBA reserve and the surcharge overcollection related to 
the SDWBA loan to finance the construction of these 
imprOVements, instead of using those funds to pay do~n the 
principal of its variable rate portion of its $960,000 COBANK 
loan. 

Inasmuch as financing. the pl."oposed improvements with the old 
SDWBA reserve and remaining overcollection will impact the 
allocation of the current surcharge, it is reasonable for 
Hillview to adjust its surcharge to reflect these proposed 
improvements. Because We will be adjusting Hillview's surcharge 
at this time to reflect the new allocation of improvements by 
district, it is also reasonable to adjust the surcharge to 
reflect changes i~ the ntimber of connections as required by Res. 
F-632. Consequently. for 1996, "..then the advice letter that 
Hillview files in compliance with this resolution becomes 
effect i ve, Hi 11 viet .. - wi 11 have met the requi rement of Res. F- 632 
to annually adjust its surcharge. Hillview should resUme 
filing an annual advice letter to adjust its surcharge on or 
before the anniversary date of the COBANK loan in 1997. 

Except for allowing HillView to utilize $112,000 of the SDWBA 
reserve and the surcharge overcollections to finance the 
construction of these improvements and allowin9 the advice 
letter that }Iillview will be filing to meet the 1996 requirement 
of Res. F-632 for Hillview to file an advice letter to adjust 
its sui'charge on or before t.he anniversal-y of q~e __ <;9..B!\NK loan, 
Res. F-632 and F-643 will remain unchanged and in effect. 

-6-
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Water Branch has reviewed the pro~sed construction and concurs 
that it is needed and the estimated costs of these improvements 
are reasonable. However, as Water Branch recommends, the 
design, specification and construction of the'proposed water 
storage tanks and buildings around the treatment facilities 
should be approved by appropriate protessionalengineer(s), and 
governmental agencies having approval respOnsibilities, and the 
author!zed·principal to be recovered by surcharge rates should 
be adjusted to reflect the actual costs Of the improvements. 
Therefo~e, Hillview should submit semiannually to the Chief of 
the water Utilities Branch letters indicating the status of 
construction, including but not limited to the actual costs of 
these improvements, and shall inform the Branch Chief in writing 
when construction is complete. 

After the final payment on the SDWBA loan to DWR is made and 
construction of the proposed improvements is complete, any 
remaining funds in the SOWBA ioan trust account should be used 
to pay down the p~incipal of the variable rate portion of the 
$960,000 COBANK loan. 

Although Hillview is not presently ~ontemplating a sale of its 
system to a public entity! such a sale could occur at some 
future date. So that utility customers are not put in the 
positi6rt of paying tWice for th~ plaht finahced by surch~rge 
collections, Hillview should not receive any compensation for 
the plant financed by the $112,000 of the SDWBA loan reserve and 
the surcharge overcollections related to the SDWBA loan in the 
event of a sale. 

FINDINGS 

1. Hillview Water Company submitted Advice Letter No. 53 On 
November 1, 1995, requesting a modification of Resolution 
F-632 t to allow $112,000 of the of its SDWBA reserve and the 
surcharge overcollections related to the SOWBA loan to finance 
the construction of OMS recommended improvements. 

2. A protest was filed on November 21, 1995. 

3. CACD's Finance and Water Branches reviewed and analyzed 
Hillview's filing and the claims made in the protest. 

4. Hillview's proposed construction is needed. 

5. Hillview's proposal to finance the proposed plant 
improvements is reasonable. 

6. The CU1'lLent surcharge rates (01- metered services should be 
adjusted to reflect the estimated costs of the plant 
improvements and the number of customers as of December 31, 1995 
in each area of Hillview's service area, as shown in Appendix A 
of this resolution. 

7. Hillview~hould (il~ an advice letter to imple~ent the 
surcharge rates shown in. Appendix A of this resolution and that 
advice letter should meet the 1996 requirement of Res. F-632 for 

- "/-
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Hillview to file an advice letter to adjust its surcharge on or • 
before the anniversary of the COBANK loan. 

S. There is n6 reason to delay granting the authority 
requested. 

~. The following order should be effective today. 

nmRBPORB, IT IS ORDBRKD that t 

1. Hillview's Advice Letter No. 53, dated October 23, 1995 and 
filed November 1, 1995 1s approved. 

2. Withirt ten (10) day. of the eifective date of this 
resolution, Hillview shall notice its customers in the 
Coarsegold Highlands and Sierra Lakes Districts of the 
appropriate surcharge incre~~e, based on the new rate design, 
and shall file and make effective in accordance with General 
Order~6A an advice letter to adopt the tariff sheet attached as 
Appendix A of this resolution. The advice letter shall meet the 
1996 requirement of Resolution F-632 for Hillview to file an 
advice letter to adjust its surcharge on or before the 
anniversary of the COBANK loan. 

3. In 1997, Hillview shall resume filing annual advice letters 
to adjust its surcharge on or before the anniversary date of the 
COBANK loan. 

4. Hillview shall acquire the services of a professional 
engineer(s) to approve the design, specification and 
construction of.the.proposed well, water storage tanks and 
buildings around existing treatment facilities. Hillview shall 
also acquire approval of these pro1ects from governmental 
agencies having approval responsib1lities. 

5. Hillview shall SUbmit semiannually to the Chief of the 
Water Utilities Branch letters indicating the status of 
constrUction, including but not limited to the costs, and shall 
inform the Chief in Writing When construction is complete. 

6. Any funds remaining in safe Drinking Water Bond Act (SDWBA) 
loan trust account after the SDWBA loan is paid in full and the 
proposed construction is complete shall be applied to the 
remaining SDWBA loan reserve and surcharge overcollections 
relating to the SDWBA loan to pay down the variable rate portion 
of the $960.000 loan authorized by Resolution F-632 and 
Resolution F-643. 

7. These plant improvements shall be permanently excluded from 
ratebase for ratemaking purposes. The assets and related 
depreciation on these assets should be recorded in memorand~m 
accounts only. 

8. Hillview shall not seek any compensation shOUld such plant 
be .acquired by a public entity. __ ... ______ _ 

-8-
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9. In all ~ther respects f Resolutions F·632, and P.643 remain 
unchanged and in effect. 

. 
10. The authority granted by this order is effective today. 

I hereby certify that this Res()lution was ad6pted by the Public 
Utilities Commia.ion at ita regUlar meeting on _. 
March 13, 1~'.6. The following commissioners approved it I 

-
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tJ~~ ~SL H.Y ~e Director 

DANIEL Wm~ FESSLER 
President 

P. GREGOR~ CoNLON 
JESSIE J, KNiGHT, Jr. 

HENRY M. DUQUE . 
~OSHIA L. NEEPER 

Commissioners 
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RMES (ccotinced) 

For 3/4-inch meter 
For I-inch rreter 
For 1-1/i·inChmeter 
For 2 - i.OCh meter 
For 3-inch rreter 
For " - inch meter 
For 6-inch ~ter 

SPECIAL o::tIDITI~ 

$ 8.00 
13~35-

26.65 
42.70 
80.00 

133.30 
266.55 

M>ro~IX A 
Page 1 

Schedule th. 1 
(ccotinued) 

sierra 
Lakes 

(R) $ 3.60 (R) $ 3.85 (I) 
6.00 , 6.55 I 

(R) 

12.00 '.. 12.65 (I) 
19.15 (R) 

L/r'ls 

Q)ai" 'ld seg:J , 
RaWOCrl HighlaIrls 

$ 7.50-
12.50 
25.00 

-. 

$ 8.00 (N) 
13.35 
26.75 

(N) 

1. 'Ihe surcharge is in ad.:lition to the regular rocothly rretel'ed \>.'ater 
bill. This rrbnthly surCharge nust be identified Cf\ each bill. '!he 
surcharge is specifically. for the pa~t of a loon autrorized by 
Resolutico t-632, ~lted tbv~r 22, 1994, 'ar;j to fi.nance plant (e) 
inproverrents autoorized by Resolution F-644. ffited March 13, 1996. (N) 

2. All bills are subject to the reirrhlrserrent fee set forth in schedule 
rh. UF. 



e 1 

:2 

3 

.( 

-~ 
6 

7 

8 

9 

10 

11 

12 

13 

1-( 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

:26 

·'e 2; 

28 

A.96-04-025 L/rY6 

/ 

BEFORE THE PUBLIC UtILITIES COMMISSION OF THE 

STATE OF CALIFORNIA F , lED 
Resolution f'-644. Hillview Water Company, .. ell.» ......... . 
Inc. (Hillview) • Request to utilize $112,QOQ ') -........ ~ 
of its Safe Dr ink i n9 Water Bond Act loan reserve ) APR 1 21996 
afid .uich~ige6~6ic61lectioh to cbn~tru6t plant ) 
improvements recommended by· the california J 

h'!",,\I)\V \lUlU Department of Heal th Services, .0. ~ .t1 96 04 025 

------~----------~---------------------------) 

April 11, 1996 

" 

JOHN MINICH1S REQUEST FOR REHEARING OF 
RESOLUTION F-644 

. . 

JOHN J. MiNICH 
Ratepayer in pro. per. 

IfJm©~n~@ 
APR 2 2 I~(, 

LEGAL bMSIoN 
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE 

STATE OF CALIFORNIA 

Resolution F-644. Hillview Water COmpany, ) 
Inc. (Hillview). Request to utilize $112,000 ) 
of its Safe Drinking water Bond A·ct loan reserve ) 
and surcharge overcolle~ti6rt to construct plant ) 
improvements recommended by the california ) 
Department of Health Services. ) 

) 

-------------------------------------------------) 
JOHN MINICH'S REQUEST FOR REHEARING OF 

RESOLUTION F-644 

Pur$ua~t to Rule 85 of the Rules of Practice and Procedure 

of the california Public Utilities Commission (CPUC), I hereby 

apply fOr a reheaiing of ResOlutlbn F-644. The basi. of the 

request is twofold: (1) The Water Branch did not give due 

consideration to the argument$ regarding the allocation of 

surcharges as discussed in my prOt~st letter of November 20, 

1995. No rationale whatsoever is presented in Resolution 

F-644 for the disparate surcharges recommended by the Commission. 

(2) The Water Branch misstated material facts in the discussion 

starting on page 4 of the Resolution. These misstated facts 

are used as justification for passage of the Resolution. 

The author(s) of the Resol~tion would have the reader 

believe that the $112,000 of "improvements" were mandated or 

recommended by the oepartment of Health services (DHS). To 

the contrary, the water Branch of the CPUC first contacted 

the OHS and asked if the DHS could support these expenditures 

of $112,000 (See 3ttached Declaration of John Minich and 

Bernard McGoldrick). The OHS, contrary to the allegations 

co~tained in the Resolution, did not recommend all of 
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I $112,000 of "improvement s" as health and sanitation related. 

2 The only item which OMS does strongly support is the drilling 

3 of a second well at Coarsegold Highlands. 

The water Branch seeps to have exceeded its authority 
.. 
~ in askin9 the DHS to recommend these improvements based on 

6 health and sanitation related matters. 

7 CONCLUSION 

8 For the foregoing reasons, the Commission should grant 

9 this application for rehearing. 
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Respectfully submitted 

OH J. MINICH 
3g8S4 pine ~idge Way 
Oakhurst, CA ~l644 . 
Telephone: 642-3129 
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1 VERIFICATION 

2 I, the undersigned, say: 

3 I am an individual acting on my own behalf. I have 

., read the foregoing Application for Rehearing and I am informed 

5 and believe the matters therein are true and on that ground 

6 I allege that the matters stated therein are true. 

7 I declare under penalty of perjure that the fore-

8 90in9 is true and correct. 

9 Executed on April 11, 1996, at ~akhurst, Calilornia. 
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DECLARATION OF JOHN MINICH AND BERNARD E. MCGOLDRICK 

OAKHURST, CALIFORNIA 

APRIL 11, t996 

4 We, John Minich and Bernard E. McGoldrick, customers of ' the 

5 Hillview Water Co. of Oakhurst, CA, hereby declare that in a 

6 phone conversation with Mr. Carl Carlucci of the Oepartment 

7 of Heal th Services field office in Fres'no, CA, which conversation 

8 took place on April 10, 1996, Mr, Carlucci said that his office 

9 did not mandate the improvements approved by the CPUC in 

10 Resoluti~n F-644. Mr. Carlucci stat~d rather that Health 

II Services in Fresno was contacted by the CPUC and aSked to support 

12 the improvements, not the other way around. 

13 We declare under penalty of perjury under the laws of the state 

14 of California that the foregoing is true and correct and that 

15 this declaraton is executed at oakhurst, california, this 11th. 

16 day of April, 1996. 
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~ MINICH 

~'-'~dd, ~ .. kc'~~"dI 
ERNARD E. MCGOLDRICK 



1 Certificate of service by Mail and Personal Service 

~ 2 I hereby certify under penalty of perjury that I have this day 

3 caused the ori9inal and seven copies of JOHN MINICH'S APPLICATION 

~ FOR REHEARING OF RESOLUTION F-644 to be mailed by exp~ess mail 

5 to the California Public Utilities Commission in San Francisco, 

6 CA, 

7 I have also, this date, personally delivered one copy of said 

8 document to the Hillview water Company in Oakhurst, CA. 

9 Executed at Oakhurst, California, this eleventh day of April, 

10 1996. 

II 

12 

13 

14 
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~tAIL DATE 
7121/97 

O«,ision 97-07-038 Jul)' 16, 1997 {fi1\~,n~fiffi&\ 
BEFORE TilE PUBLIC UTILITIES CO~IMISSION OF TilE ~VAlHP~CALlFORNIA 

Resolution F·644, lIiII\'iew \Vater ) 
Company, Inc. (Hillview), Rcquest to ) 
Utilize 5112.000 orits Safc Drinking ) 
\Vater Bond Aclloan Reservc and . . ) 
Surcharge OvcrcoHection to Construct ) 
Plant IOlprOvCf-lients Recommended by ) 
the California Departn)ent o(lIcalth ) 
Services. ) 

OR'DER DENYING REHEARING 

Rcsolution F-644 authorizes Hillview \Vatet Company to constmtt plant 

e.: improvements and to finance the construction with $112,000 of its California Safe 

'. 

Drinking \Valer Bond Act of 1976 (SO\VBA) loan reserve and surcharge ovcrcollcction. 

The resolution pennils Hillview t.o reallocate its current surcharge collection based on the 

proposed in1llrovements. John l\1inich filed a protest in the proceeding as has applied fot 

rehearing of Resolution F-644. 

First, l\-tinich alleges that due consideration Was not given to arguments 

discussed in his protest in that no rationale whatsocver is presented in resolution F-644 

for disparate surcharges. 

Secondly, he argues that the resolution contains misstatclli.ent ofmateriaJ fact 

used to justify the resolution, in that the authors ofthc resolution indicate that 5112,000 

ofimpro\,ements were mandated by the Department ofllcahh Services (OBS). 
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Minich's argum.:nts r~ceived ample considerations and analyses. The 

resolution r~dt.:s at Page 3 That: 

"Protests 

On November 21, 1995 a protest to this advice letter was 
r,,"cClved from John ~tinich (Protestant) l\'1ost of the 
Protestant's objections rdate to issues addressed in our Res. 
F.632 and We will not address those issues here. Howe\'er, 
several of Protest ani's objections rdate to Hillview's current 
request: 

I. Protestant Crainls that the proposed plant impro\,ements 
heneflt only several ofllillview's districts and if the 
Commission approves these plant in'lptoYemel'lts, Hillview's 
surcharge approved in Res. F-632 will be unfairly aHocated 
between districts. 

2. Protestant c1aims that the SD\VBA surcharge 
o"crcollections should be used (0 pay down the SD\VBA loan 
and nollised to finance these new plant iniprovements 
because the surcharge collected were based on an allocated 
between districts that was different than would be today. 

3. Prot.:stant also claims that operating revenues should be 
used to finance some of these improvements_ 

4. Finally protestant claims that instead ofllsing the 
SD\VBA sUTcharge o\'eteollections to finance the 
improvements. new financing should be procllted. Protestant 
claims that the one-time fees associated with new financing 
would be immaterial when spread to the districts that benefit 
from the proposed improvements." 

The ResolutiOl\ proceeds, beginnitlg at page 4, to discuss Petitioner's protest 

and to adopt a detailed reasoning for the allocation adopted. The Resolution conclud.:s. at 

page 5: 

2 
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"I f the current mles arc compared to thl: surcharge 
recommended by \Vater 8ranch, there will be Surcharge rate 
increases for Sierra takes and Coarsegold IlighJands and 
reductions for Oakhurst and Hill\'iew Goldsidc. It should be 
noted. howe"cr,<that almost all ofllill\'icw·s customer gro\\th 
occurred in the Oakhurst service area. Furthennore, there is 
no current surcharge for Coarsegold Highlands and the 
proposed rates include a surcharge tate 10 recover the 
proposed 562.000 plant costs from Coarsegold Highland·s 
custon\crs. Bul, because there would be substanHal rate shock 
if the costs were allocated completely to that district, Water 
Branch had developed a rate design to more faid), allocate the 
surcharge." 

The Resolution language ampl)' considered :Minich's protest and adopted a 

detailed allocation procedure for the reasons set out above. The fact that the methodology 

adopted is not that urged by Minich docs not constitute legal error. 

Minich next argues that the R,<esolution is in error because it states that the 

Department of I fea1th Services (DIIS) supported the proposed system inlpco\'ements, 

whereas the DJ IS actually only supported the drilling of a second well at the Coarsegold 

Highlands. The position ofDlIS was submitted in a letter dated October 18, 1995. It 

contains recommendations not only relating to a new well at Coarsegold Highlands but 

also for conslmclion of buildings over treatment plants and (or replacement and 

relocation ofwatc( mains. (DIIS Letter p. I) 

The only language in the Resolution addressing this issue is found at page 5 

under the heading "Coarsegold Highlands Area": 

"Since the proposed facilities enhance service reliability and 
DIIS is recommending the project, \Vater Branch 
recommends Commission approva1." 

3 
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Minich misses the point. The Commission derives its authority to regulate 

Utilities from Article XII of the State Conslilution~ and from the Public Utilities Code and 

not from rccollullcndations by othcr agcndcs. 

Sections 5 and 6 ofthc State Constitution recite: 

SEC. S. Thc I.egislaturc has plenary power, unlimited by the 
other provisions of this constitution but consistent with this 
article. to confer additional authority and jurisdiction upon the 
commission~ to establish the Illanner and scope of review of 
commission action in a court ofrccord, and to enable it to fix 
just compcnsation for utility property taken by eminent 
domain. 

SEC. 6. The cOlltmissiol'l may fix rates, establish mles, 
examine records, issue subpoenas, adnlinister oaths, take 
testimony, punish for contempt, and prescribe a unifonn 
SystClll ofaccoUJi.ts fot all public utilities subject to its 
jurisdiction. 

_ e Seclion 701 Public Utilities Code states: 

70 I. 111e commission may supervise and regulate every 
public utility in the State and may do all things, whether 
spedt1cally designated in this part or in addition thereto, 
which arc necessar), and convenient in the exercise ofslIch 
power and jurisdiction. 

A recomnlendation from another state agency is not re-quir~d for the 

Commission (0 exercise its constitutional and statutory authority, although the 

Commission welcomes and giycs weight to the recolllmendations and expertise of other 

state agencies. 

111e plain language of the DIIS letter indicates that it supports the proposed 

improvcments. \Vhether the DJ IS acted independently in supporting the improventents or 

reacled to a request from the \Vater Branch is completely immaterial. Petitioner's 

argument is without merit. The language in the Resolution is supported by the record in 

_ the procecding. 

.. 
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_ Now therefore, the Commission has considered each and c\'el)' allegation of the 

Appticati~ll for Rehearing herdn, and bdng of the opinion thallegat error has not been 

dcmonstnlted. 

IT IS OROERED that Rehearing is denied. 

This order is eOcctivc today. 

Dated July 16, 1997, at San Francisco, California. 

P. GREGORY CONLON 
Pres id(,fl t 

JESSIE J. KNIGltt, JR. 
HENRY 1\1. DUQUE 
JOSIAH L. NEEPER 
RICHARD A. BILAS 

Commission('rs 
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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

COMMISSION ADVISORY AND 
COMPLIANCE DIVISION 
Finance Branch 

RESOLUTION F-644 
MJ\RC'H 1l, 1996 

B~~Qh!1T!QN 

RESOLUTION F-644" HILLVIEW WATER COHP~. INC. 
(HILLVIEW) • REQUEST TO (JI'ILIZE $112,000 OF ITS SAFE 
DRINKiNG WATER BOND ACT LoAN REsERVE AlID SURCHARGE 
OVERCOLLBCI'ION TO CONSTRUCT PLANT IMPROVEMENTS 
RECOMMKNDEO BY THE CALIFORNIA DEPART'MENT OF HEALTH 
SERVICES 

BY ADVICE LETTER No. 53, SUBMITTED ON NOVEMBER 1, 1995 

SUMMARY 

This order authorizes Hillview, a Class C water utility, to 
constl-uct proposed plant· irr,pl-ovements and to finance such 
improvements with $112,000 of its California Safe Drinking \~ater 
Bond Act of 1976 (SDWBA) loan reserve and surcharge 
overc611ection. The loan reserve and surcharge overcollection 
was previously ordered in Resolution (Res.) F-632, dated 
November 22, 1994, to be used to reduce the amount of a COBANK 
loan needed to refinance Hillview's SDWBA loan. (1) 

This order also finds that Hillview's current surcharge 
collection shOUld be reallocated based on these proposed 
improvements. taking into account Hillview's current custorr.ers,· 
and instructs Hillview to notice its customers and to file an 
Advice Letter to implement the proposed Tariff Sheet in Appendix 
A of this resolution, The advice letter must meet the 
requirement of Resolution F-632 for Hillview to file an advice 
letter in 1996 to adjust its surcharge on or before the 
anniversary of the COBANK loan, In all other respects, Res, 
F-632 and F-643 remain unchanged, 

Water Branch estimates the annual revenue impact of this filing 
to be zero. 

BACKGROUND 

1 Subsequent to Resolution F-632, Resolution F-64l authorized 
Hillview to set a portion of the loan authorized by Resolution 
F-632 at a variable, instead of fixed, rate of ililel"est", 

- 1 -
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In Res. F-632, the Commission authorized Hillview to enter into 
two loan agreements with COBANK, a cooperative bank, one at 
$540,000 and one at $960,000. The proceeds from the $~60,OOO 
loan are being used to refinance an existing SOWSA loan and to 
finance a~pro~imately $266,000 in i~provements. Res. F-632 
ordered Hlilview to apply its SDWBA loan reserve and any 
remaining surcharge overcollection relating to the SDWBA loan to 
reduce the proceeds needed from the COBANK loan. Recovery of 
the $960,000 loan was authorized to be by surcharge. Res. F-632 
also ordered Hillview to file an advice letter on or before the 
anniversa~ of the COBANK loan to reflect changes in the number 
of connectlons and resulting overages or shortages in the 
surcharge recovery. 

In Res. F-643, dated October S. 1995. Hillview was authorized to 
set $260,000 of the $960,000 loan authorized by Res. F-632 at a 
variable instead of fixed rate of interest to allow Hillview to 
make early payments against that portion of the outstanding 
balance of the $960.000 loan without incurring a prepayment 
penalty. 

SDWBA loans were issued with an estimated interest rate with the 
understanding that the interest rate would be adjusted once the 
actual interest rate was determined. In November 1988, voters 
approved the Safe Drinking Water Bond Act of 1988 which 
authorized the State to establish an interest rate for loans 
established under the 1976 SDWBA equal to the interest cost of 
general obligation bonds sold as of November 1986 to finance the 
SDWBA loans. In eat-ly 1994, the California Department of Water 
Resources (DWR) informed Hillview that the interest rate on its 
SDWBA loan would increase to 8.1\ and that this increase would 
be retroactive back to the inception of its loan. This 
retroactive increase applied to all of the water utilities who 
had SDWBA loans and was disputed by several other water 
companies. 

Hillview learned of the interest dispute from DWR and elected 
not to payoff its SDNBA loan in full until the interest l-ate 
issue was settled. (2) The principal and undisputed interest 
on the SDWBA loan ~ere paid by Hillview on July 28, 1995 in the 
amount of $569,001.65, using proceeds h-om the COBANK $960,000 
loan. Hillview's smm.'\ loan reserve and remaining surcharge 
overcollection relating to the SDWBA loan were held in the SDWBA 
trust account in case the interest issue could not be resolved. 

On September 22. 1995, Hillview entered into a settlement 
agreement with the State of California and DWR to apply the S_l% 

2 m .. R informed Hill v iew that if DWR reached an agreement with 
the other water companies regarding the retroactive interest, it 
would apply the same treatment to all of the 6ther loans. However 
m-m cautioned that if Hillvie'~ paid off its SDWBA loan, including 
the disputed interest. DtiR ",:ould not l-efund the disputed intel"est 
in the event it later settled the matter. 

-7.-
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per annum interest rate on Hillview's SDWBA loan prospectively 
from JanualY 1, 1969 to September 22, 1995, thereby reducing the 
adjusted loan balance br $112,463.42 to $24,344.34. That 
approximately $112,0.0.0 s the subject of Hillview!s Advice 
Letter 53 proposal. 

On October 18, 1995 Hillview received a letter from the 
California Department of Health Services (DllS) recommending the 
following plant improvements: 

Coarsegold Highlands Cost: $52,000. 

12 foot wide easement from the existing ~ell 
direct to the storage site. 

Additional 40'X 40' storage site 
New 13'X 30' storage tank 
Additional well to be drilled on easement or 
storage site. 

Oakhurst-Sierra Lakes Cost: $23.625 

Building OVer Forest Ridge Treatment Plant 
Building over Sierra Lakes Treatment Plant and 
Aeration To ..... er 

Road 426 Pipeline Relocation/Replacement 

Total Proposed Improvements 

Cost: $36,375 

$112,000 
=~====== 

In this filing Hillview requests authority to use $112,000 of 
its SDWBA loan reserve and the l.-emaining surcharge 
overcollection(3) to pay for the plant improvements 
recommended by OHS in its October 18, 1995 letter to Hillview. 

Hillview asserts in its filing that it does not have the capital 
to construct the needed improvements. Hillview contends that 
use of the reserve and remaining overcollect1on is the most cost 
effective way to construct these improvements because obtaining 
new financing will incur additional costs that would need to be 
recovered from customers. 

PROTESTS 

On NOvember 21, 1995 a protest to this advice letter was 
received fro~ John l-Unich (Protestant). Nost of the 
Protestant's objections relate to issues addressed in our 
Res. F-632 and we will not address those issues here. However. 
several of Protestantts objections do relate to Hillview's 
current request: 

3 Relating to the SDWBA loan. The reserve and the 
overcollect ion ~'el-e not needed to payoff the SDNBA roim- becaifse-­
of the settlement with DWR_ 

-3-
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1. Protestant claims that the proposed plant improvements 
benefit only several of Hillview's districts and if the 
commission approves ~hese plant improvements, Hillview's 
surcharge approved in Res. F-632 will be unfairlY'allocated 
between districts. 

2. Protestant claims that the SDWBA surcharge 6vercollections 
should be used to pay down the SDWBA loan and not used to 
finance these new plant improvements because the surcharges 
collected were based on an allocation between districts that was 
different than would be today. 

3. Protestant also claims that operating revenues should be 
used to finance some of these improvements. 

4. Finally Protestant claims that instead of using the SOWBA 
surcharge overcollections to finance the improvements, new 
financing should be procured. Prote~tant claims th~t the one­
time fees associated with new financing would be immaterial when 
spread to the districts that benefit from the proposed 
improverr.ents. 

DISCUSSION 

Water Branch has reviewed this filing and the Protest and 
determined the following: 

o oakhurst service Area - Pipeline Relocation Project: The 
relocation and replacement of approximately 400-500 feet of 
12-inch main required by Madera County because of the 
widening and relocation of county Road 426 is estimated to 
cost over $100,000. Hillview contends that it needs 
$36,375 in cash to pay for part 6£ the project. Hillview 
intends to capitalize the balance of the project. Since 
the relocation/replacement is required, is an unusual 
occurrence and Hillview is short of cash and does not 
benefit from not capitalizing the $36,375, it is reasonable 
to approve this project and proceed wit~ the project 
payrr.ent arrangements as proposed by Hillview. 

o Oakhurst Service Area - Forest Ridge Treatment Plant 
Building. OHS is stl'ongly recommending construction of a 
building to make the treatment plant and facilities secure 
from vandalism and protect the equipment from excessive 
corrosion dUe to weathering_ Hillview estimates this 
project will cost $7,880. Water Branch recommends approval 
of this project. 

o Sierra Lakes Area - Sierra Lakes Treatment Plant Building: 
Constructing a steel frame structure around the existing 
water treatment plant and aeration tank is estimated to 
cost $9,860 and $5,885, respectively. for a total cost of 
$15,145, making facilities secure from vandalism and 
protecting the equipment from excessive corrosion. DHS is 
strongly recommending this project. Water Bran~h 
recommends Commission approval of this project. 

-" -
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o Coarsegold Highlands Area - Well and Storage T~ Projectsa 
The addition of a new well and a storage tank will enhance 
water supply reliability during normal conditions since the 
existing water system has a single hard rock 'well with a 
low yield and the well will serve as a backup water supply 
when the eXisting well has to be taken out of service 
during an emergency or maintenance and repair. 

The fire flow requirement for this system is 7~O gpm for 
two hours. The new 30,OOO-gallon tank would increase the 
tiree of fire flow from the current 40 minutes of flow 
provided by the existing tank to 80 minutes, making the 
system closer to meeting fire flow requirements. 

To complete the. well and_storage tank project, Hillview 
proposes to build the following facilities in Coarsegold 
Highlands: 

Easement Aq~isition 
Storage Tank 
Grading 
Grade band and Gravel 
Well 
Electrical 
Pump & Motor 
Pipeline-well to storage 
Misc. and plu~hing 

Total 

$ 2,000 
20.700 
3,000 
1,000 

12,QOO 
3,500 
4,500 
4,000 
1,300 

$ 52,000 

Since the proposed facilities enhance service reliability 
and DHS is recommending the project, Water Branch 
recommends Commission approval. 

o Surcharge Allocation: In its reView of the proposed plant 
imprOVements, Water Branch recommends that the surcharge 
currently being collected (relating to the $960,000 loan 
authorized by Res. F-632) be adjusted to reflect the 
proposed improvements, Water Branch recommends the rate 
schedule for metered service shown in Appendix A of this 
resolution, based on the nUmber of Hillview's customers as 
of December 31, 1995. 

I f the current rates are compal-ed to the surchal-ge 
recommended by Water Branch, there will be surcharge rate 
increases for Sierra Lakes and Coarsegold Highlands and 
reductions for Oakhurst and Hillview Goldside. It should 
be noted. however, that almost all of Hi 11 vie~" s custOiT.cr 
growth occurred in the Oakhurst service area. Furthermore, 
there is no current surcharge for Coarsegold Highlands and 
the proposed rates include a surcharge rate to recoVer the 
proposed $52,000 plant costs from Coarsegold Highland's 
customers. But, because there ..... ould be substantial rate 
shock if the costs were allocated completely to that 
district. Water Branch has developed a rate design to more 
fairly allo~ate the surcharge. 

-s-
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Water Branch recoromends that Hillview notice its customers 
in the districts where there will be a surcharge increase 
and. file an Advice Letter to adopt the Tariff Sheet 
attached as Appendix A. of this resolution. . 

The Finance Branch reviewed Hillview's fi11ng and the Protest 
and determined that if Hillview's request to finance the 
proposed improvements is not granted. and instead the SDWSA 
reserve and surcharge overcollection related to the SO~A loan 
are used to pay down the princi~al of the COBANK $960.000 loan. 
as ordered by Res. F-632, Hillview would need to secure 
additional debt. Long-term plant improvements such as these are 
not properly recovered as an operating expense and Hillview does 
not have the funds to finance these improvements. 

Securing additional debt at this time would. at the minimum, 
result in an.increase of administrative costs and 103n and legal 
fees. It is more likely that procuring additional debt will 
result in an unnecessary and complex refinancing and result in 
much higher rates to recover substantial administrative costs 
and loan and legal fees. CACD's Finance Branch recommends that 
Hillview's request to finance the proposed plaht improvements 
with the remaining reserve and surcharge bvercollection be 
approved. 

Since the proposed construction is reasonable and will improve 
service, and Hillview's proposal t~ finance these improveme~ts 
is the most cost effective way, Hillview should use $112.000 of 
the $OHBA reserVe and the surcharge overcollection related to 
the SDWBA loan to finance the construction of these 
improvements, instead of using those funds to pay down the 
principal of its variable rate portion of its $960,000 COBANK 
loan. 

Inasmuch as financing. the proposed improvements with the old 
SDWBA reserve and remaining over-collection will impact the 
allocation of the current surcharge. it is reasonable for 
Hillview to adjust its surcharge to reflect these proposed 
imprOVements. Because we will be adjusting Hillview's surcharge 
at this time to reflect the new allocation of improvements by 
district, it is also reasonable to adjust the surcharge to 
reflect changes in the number of connections as required by Res. 
F-632. Consequently, for 1996. when the advice letter that 
Hillview files in compliance with this resolution becomes 
effective, Hillview will have met the requirement of Res. F-632 
to annually adjust its surcharge. Hillview should resume 
filing an annual advice letter to adjust its surcharge on or 
before the anniversary date of the COBANK loan in 1991. 

Except for allm ... ing Hi Ilview to util ize $112.000 of the SDfiBA 
reserve and the surcharge overcollections to finance the 
constroction of these improvements and allowing the advice 
letter that Hillview will be filing to meet the 1996 requirement 
of Res. F-632 for HillView to file an advice letter to adjust 
its surcharge on or before t.he anniversal~Y of the COBANK loan, 
Res. F-632 and F-643 will remain unchanged and Tn~·e1fect. 

-6-



, 
Resolution F-644 
Hillview/AL53/DLW A.96-0~-025 L/r'18 

Water Branch has reviewed the proposed construction and concurs 
that it is needed and the estimated costs of these improvements 
are reasonable. However, as Water Branch recommends, the 
design, speoification, and construction of the proPosed water 
storage tanka and'buildingsatound the treatment facilities 
should be approved by appropriate professional engineer(s), and 
governmental agencies havingapprova,lresponsibilities, and the 
authorized prinoipal to be recovered by surcharge rates should 
be adjusted to reflect the actual costs 6f the improvements. 
Therefore, Hillview should submit semiannually to the Chief of 
the Wate~ Utilities Branch letters indicating the statUs of 
construction, including but not limited to the actual costs of 
these imprOVements, 'and shall inform the Branch Chief in writing 
when construction is complete. 

After the final payment on the SDWBA loan to DWR is made and 
construction of'the proposed improVements'i$ complete, any 
remaining .. funds in the SDWBAioan trust account should be used 
to pay down the principal of the variable rate"portion of the 
$960,000 COBANK loan. 

Although Hillview is not presently contempla~ing a sale of its 
system to ,a pUbl i.e ent ity, such a sale could pccut- at some 
future date. So that utilitycust6~ers aie,not put in the 
position of paying twice for the plant financed by surcharge 
eollectlons t Hillview should notr~ceive· anyc6rnpen~ationfor 
the plantfinanc~d by the $112,000 of the SOMBA.loan reserV~ and 
the surcharge overcollections related to the SD~~A loan in the 
event of a sale. 

FINDINGS· 

1. HillView Water Company submitted Advice Letter No. 53 on 
November 1, '1995 t reque~tin9 a ~odificationof Resolution 
F-632, to allo· .... $112,000 of the of its SDWBA reserve and the 
surchargeovercollections related to the SDWsA loan to finance 
the construction of DUS recommended imprOVements. 

2. A protest was filed on November 21, 1995. 

3. CACO's Finance and Watel- Branches revie~'ed and analyzed 
Hillview's filing and the claims made in the protest. 

4. Hillview's proposed construction is needed. 

5. Hillview's prOposal to finance the proposed plant 
improvements is reasonable. 

6. The current surcharge rate~ for metered services should be 
adjusted t6 reflect the estimated costs of the plant 
improvements and the number of customers as of December 31, 1995 
in each area of Hillview's service area, as shown in Appendix A 
of this resolution. 

7. Hillv,ie\ol sh6tiJd file' an advi'c~' lettey .to imp}e~ent the 
sUl-charge l"ates shown in. Appendix A of this resolution and that 
advice letter should meet th~ \996 requirement of Res. F-632 for 
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Resolution F-$44 A.96-0~-025 
Hillview/ALS3/DLW 

~, In all ~ther reepects, Resolutions F-632, and F-643 remain 
unchanged and in effect. 

10. The aut-hority granted. by this order is effective today. 

I hereby certify that this Resolution was ad6pt~d by the Public 
Utilities Commi •• ion at ita regular meeting on .. 
March 13, 1996. The following Commissioners approved it: 

-9-

tJ~~ WBSL H.~ ~e Director 

DANIEL Wm. FESSLER 
Pre$ident 

P. GREGORV CONLON 
JESSIEJ. KNIGHT, Jr. 

HENRY M. DUQUE 
JOSHIA L.NEEPER 

Commissioners 



Resoluticn F-644 A. 96-04-025 
Hillvie-.... /ALS3/DUi 

~ (ca1tinued) 

~IXA 
Page 1 

Sched.l1e lb. 1 
(COlt inued) 

L/rys 

<:\1.kb..u"st 
Rd,'al O:lks 
~e. 

Golds ide 
Hillvie-... • 

Sierra Q)arsegold 
Lakes Rawcod Highlarrls 

For 3/4-inch rreter 
For 1-~ meter 
For 1·1/2-iIrll meter 
For 2-inch meta· 
For 3 - inch £reter 
For 4 - inch rreter 
For 6-iTK:h :reter 

SPECIAL o:::tIDITla-;s 

$ 8.00 (R) 
13.35 
26.65 
42.70 
80.00 

133.30 
266.55 (R) 

$ 3.60 (R) 
6.00 I 12.0() 

19.15 (R) 

$ 3.85 (1) $ 7.50 $ 8.00 (N) 
6.55 I 12.50 13.35 

12.65 (I) 25.00 26.75 

(N) 

1. 1he surcharge is in a&ii.ticn to the rejular rronthly rret~red \o.'ater 
bill. '!his rronthly surcharge rrust be identified 00 each bill. 'The 
surcharge is srecifically. for the p3.)'iT€nt of a loan autoorized lit 
Resoluticn F-632, dated »:;'v€rreer 22, 1994, and to finance plant (el 
improvements authorized by Resoiution F-644, dated March 13, 1996. tN) 

2. All bills are subject to the reirrruxserrent fee set forth in schedule 
lb. UF. 
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BEFORE THE PUBLIC UTILlTIES COMl-HSSION or THE 

STATE or CALIFORNIA 

Resolution F-644. Hillview Water Company, 
lne. (Hillview). _ Re~ue$t to utilize $112,~OO 
of its S.f~ Drink,fig ~at~t Bond Act lban res~r~e 
and $utcharge bvercollection to coristtoct plant 
improvements recommended by the California 
Department of Health Services. 

F'l E 0 
IH')'" -.•.. -.. _ •. _.... _ 

) • -''\41 

~ APR 1 2 J996 _ 
.l..,!' .... "\.h .... IIt'h~ 
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--------------------------------~------------~) 
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JOHN MINICH'S REQUEST fOR REHEARING OF 
RESOLUTION F-644 

- . 

JOHN J. HnnCH 
Ratepayer in pro. per. 

April II, 1996 
26. 

e' 27 1ffi~©~~W~@ 
28 APR ~ 2 IVYr' 

LEGAL bMSlON 
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A.96-04-0~5 IJ/rys 

BEFORE THE PUBLIC UTILITIES COMMISSION or THE 

STATE OF CALlrORNI~ 

3 Resolution F-644. Hillview water Company, ) 
Inc. (Hillview). Request t6 utilize $112,000 ) 

4 of its Safe Drinking Water BOnd Act loan reserve ) 
and surcharge overcollection to construct plant ) 

5 improvements recommended by the California ) 
Oepartment of Health Services. ) 

6 ) 
-----------------------------------------------) 

7 

8 

9 

10 

JOHN MINICH'S REQUEST FOR REHEARING OF 
RESOLUTION F-644 

Pursuant t6 Rule 85 of the Rules of Practice and Procedure 

of the CalIfornia Public utilities Commission (CPUC), I hereby 

II apply for a rehearing of Resolution F-644. The basis of the 

12 request is t~ofold: (1) The Water Branch did not give due 

13 consideration to the arguments regarding the allocation of 

14 surcharges as discussed in my protest letter of November 20, 

15 1995. No rationale whatsoever is presented in Resolution 

16 F-644 for the disparate surcharges recommended by the Commission. 

17 (2) The water Branch misstated material facts In the discussion 

18 starting on page 4 of the Resolution. These misstated facts 

19 are used as justification for passage of the Resolution. 

20 The author(s) of the Resol~tion would have the reader 

21 believe that the $112,000 of "irnprovements ll were mandated or 

22 recommended by the Department of Health Services (OHS). TO 

23 the contrary, the water Branch of the CPUC first contacted 

2-1 the DMS and asked if the DHS could support these expenditures 

25 of $112,000 (See 3ttached Declaration of John Minich and 

26 

27 

28 

Bernard l-1cGoldrick). The O}fS t contrary to the allegatiOns 

contained in the Resolution, did not recommend all of 



A.96-0"-025 L/rYB 

) $112,000 of "improvements" as health and sanitation related. 

2 The only item which DHS does strongly support 15 the dri 111ng 

3 of a second well at Coarsegold Highlands. 

The Water Branch see~s to have exceed~d its authority 

5 i~ asking the DHS to recommend these improvements based on 

6 health and sanitation related matters. 

7 CONCLUSION 

8 For the foregoing reasons, the Commission should grant 

9 this application for reheating. 

10 

II 

12 

13 

I-I 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2-l 

25 

26 

e 27 

28 

Respectfully submitted 

OH J. MINICH 
39854 Pine Ridge Way 
Oakhurst, CA 93644 
Telephone: 642-3129 
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A.96-04-025 

VERIFICATION 

I, the undersigned, saYI 

I am an individual acting on my own behalf. I have 

read the foregoing Application for Rehearing and I am informed 

5 and believe the matters therein are true and on that ground 

6 I allege that the matters stated therein are true. 

7 I deciare under penalty of perjure that the fore-

.8 going is true and correct. 

9 Executed on April 11, 1996, at Oakhurst, california. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

·e 27 

28 
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DECLARATION OF JOHN MINICH AND BERNARD E. MCGOLDRICK 

OAKHURST, CALIFORNIA 

APRIL 1" 1996 

·1 We, John Minich and Bernard E. MCGoldrick, customers of the 

5 Hillview Water Co. of Oakhurst, CA, hereby declare that in a 

6 phone conversation with Mr. Carl carlucci of the Department 

7 of Heaith Services field office in Fresno, CA, which conversation 

8 took place on April 10, 1996, Mr. carlucci said that his office 

9 did not mandate the improvements approved by th~ CPUC in 

10 ResolutionF-644. Mr. carlucci stated rather that Health 

11 services in Fresno was c6ntacted by the cPUc and asked to support 

12 the improvements, not the other way around. 

13 We declare und~r penalty of perjury under the la~s of the State 

14 of California that the foregoing is true and correct and that 

15 this deciaraton is executed at Oakhurst, California, this 11th. 

16 day of April, 1996. 

17 

18 

19 

20 

21 

22 

23 

2·1 

25 

26 

27 

28 

/~ l-iINICH 



1 Certificate of service by Mail and Personal Service 

~ 2 I hereby certify under penalty of perjury that I have this day 

3 caused the original and seven copies of JOHN M1NICH'S APPLICATION 

~ FOR REHEARING OF RESOLUTION F-644 to be mailed by exp~ess mail 

5 to the California Public Utilities Commission in San Francisco, 

6 CA. 

7 I have also, this date, personally delivered One copy ot said 

8 document to the Hill\:ie .... water company in Oakhurst, CA. 

9 Executed at Oakhurst, California, this eleventh day of April, 

10 1996. 

II 

12 

13 

1·1 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2-1 

25 

26 

27 

,. 


