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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation into the Commission’s own)
motion 1nto whether thée Greenbelt Water) : ‘
Compani, Inc.,is unable or unwilling to) 0

serve its ratepayers, is incapable 6f ) A
financial management, or is : _ - ’
unresponsive to the rulés, orders, and
decisions of the Commission. Order to
Show Causé why Greéenbelt Water Company,
and its officérs and directors,

Jonhn 8. Cavanaugh and Evelyn

Cavanaugh, should nét beé fined

for failureé to comply with Commission
rules, orders, and decisions. Order to
Show Cause why the Commission should
not requést the Superior Court to
appoint a receéeiver to operate Greenbeélt
Water Company, Inc¢. in order to
présérve and maintain the water system
and meet its financial obligations.

FILED
PUBLIC UTILITIES COMMISSION
SEPTEMBER 4, 19%9%6
SAN FRANCISCO OFFICE
1196'09‘002

'

ORDER_INSTITUTING INVESTIGATION AND
ORDER TO SHOW CAUSE

INTRODUCTION : , _

The California Public Utilities Commission (Commission)
regulates water companies pursuant to the California ,
Constitution, Article XII, Public Utilities Codé Sections 701 and
2701 et seg., and General Order (G.0.) 103. Statutory law and
Commission orders require water companies under the jurisdiction
of the Commission to use good public utility practices, and to
encourage efficiency and economy in the operation of waterworks
facilities.

Regulatory History Of Gréenbélt Watéer Company, Inc.

By Decision (D.) 77059 issued April 7, 1970 in Case
(C.) 8967, the Commission found Mr. and Mrs. John Cavanaugh to be
operating a public utflity. D.91980 recognized the formation of
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Greenbelt Water Company, Inc. (Greenbelt) by the Cavanaughs.
John S. Cavanaugh is the president of Greenbelt, and its
registered agent for service of process. Evelyn Cavanaugh is the
secretary and treasurer of the corporation. Greenbelt's office
is at 200 Madrone Avenue, Ben Lomand, CA 95005. Gréenbelt
provides water service in an area east of Aptos, California in
Santa Cruz County,.

Greenbelt's service &nd financial dealings were at
issue even before its incorporation. (See In the Matter of the
Application of John S. Cavanaugh and Evelyn Cavanaugh dba
Hillview #6 Water Co., (1972) 74 CPUC 650, D.80999; Beck
Steinbrunér et a. v. Greenbelt Water Company (1994) 54 cCdPUC 24
438; D.94-05-023.)

Concerns about Greenbelt's currént operations and
financial dealings have prompted this OII.

Safé bDrinking Water Bond Act Loan

In 1980, Greenbelt served approximately 73 customers
from an aged, decaying water system. At that time, the
Cavanaughé requested and were granted a Safe Drinking Water Bond
Act (SDWBA) loan from the California Department of Water
Resources (DWR). By D. 82-07-113, the Commission approved a 35-
vyear loan to Greenbelt Water Company, Inc. of $128,440 and a

commensurate surcharge on all water customers’ bills.

In July of 1994, DWR alerted the Commission that
Greenbelt was delinquent in the repayment of the SDWBA loan. At
that time, Greenbelt had missed three semi-annual loan payments
for a total delinquency of $18,052.96. In addition, utility
customers began to inquire about payment of the surcharge to
Greenbelt and Greenbelt'’s repayment of the loan to DWR,

The Investigation
Staff Auditors from the Commission Advisory and

Compliance Division made a preliminary invéstigation into the DWR
allegations and issued letters to Greenbelt on January 31, April
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11 and April 26, 1996 outlining their conclusions. Staff
concluded that Greenbelt was delinquent by $54,358 in payments to
its SDWBA reserve account. Staff also encountered numerous
violations of Commission orders and procedures, including failure
to maintain an account with the fiscal agent for deposit of _
surcharge revenues (until Commission staff helped establish such
an account in April of 1996) and failure to keep accounts in
accordance with the Uniform System of Accounts. (See Declaration
of Sué Wong and attachments.) ,

In its letter of April 26, 1996 to John Cavanaugh,
Commission Staff described Greenbelt’s response to these
allegations. Greenbelt made commitménts to forward bank
stateménts, filé delinguent annual reports, sell certain real
property to customérs and others and begin to keep records of its
revenues and expenditures. As of the date of this Order,
Commission Staff is unaware of any action by Greenbelt to meet
these agreements.

The attached declaration of Sue Wong demonstrates that
through March 1996, there is a $54,358 deficiency in the SDWBA
account funds; furthermore, Greenbelt may have underreported its
surcharge collections by 11.77% in its cash receipt books for
1992 and 1993 and currently maintains no accounting system. DWR
has a lien for $128,440 on Greenbelt property. The lien was
recorded Deécember 21, 1982, Finally, Ms. Wong declarés that the
Cavanaughs have physical disabilities, as Mr. Cavanaugh is blind

and Mrs. Cavanaugh can only answer yes-no questions as a result

of a stroke.

On June 20, 1996, Staff Engineer Tom Smegal made a
field investigation of Greenbelt'’s facilities and met with its
designated operator, Mr. Mike Mills, a customer of the utility
who has voluntarily been maintaining the system for several
years. Staff noted that one of the two main storage tanks is
rusted and sagging. Staff believes this to be an imminent danger
to the drinking water supply and to fire flow. Mr. Mills further
indicated that while he véluntéers his time, Greenbelt owes him
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approximately $3,500 for materials and supplies and makes almost
no money available for system maintenance.

staff also met on June 20, 1996 with Opal McAllister,
who now does the billing of Greenbelt’s customers for the
Cavanaughs. She indicated some customers have not paid bills in
several years‘because they have lost trust in the water system
owners; some customers were withholding the Safe Drinking Water
Surcharge and have attempted to send the surcharge payments
directly to DWR. Ms. McAllister has since informed Staff that
Mr. Cavanaugh has only recently permitted her to deposit
surcharge revenué directly with the fiscal agent. Mr. Mills and
Ms. McAllister confirm that both owners of the system have
physical disabilities.

Discugsion 7
" The Commission has broad powers to supervise and

regulate every public utility in the state, and may do all things.
"necessary and convenient® in the exercise of its power and
jurisdiction. -(Public Utilities Code Sec. 701.} Included among
its powers is the power to impose finés of up to $20,000 per
offense for violations of Commission rules, orders or directions.
(Public Utilities Code Sec. 2107.) Whére the violations are
ongoing, each day theéy continue is a separate and distinct
offense. (Public Utilities Code Sec. 2108.)

In the case of water utilities, the Commission also has
the power to petition the supérior court of the county in which a
water system has its place of business for the appointment of a
receiver. (Public Utilities Code Sec. 855.) The Commission may
seek receivership if it determines that a water system or
corporation "is unable or unwilling to adéquateély serve its
ratepayers, or has been actually or effectively abandoned by its
owners or is unresponsive to the rules or orders of the
Commission." . (Id.) From the allegations'cqntained in the
declarations of the staff, it appears that Greenbelt Water Co.,
Inc. and its owners may be unable to provide adequate service to
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its ratepayers, may have, through neglect, effectively abandoned
- the system, and are unresponsive to Commission orders.

The declarations of the staff allege repeated
“violations of the Commission's 1982 order to "establish and
maintain a separate balancing account in which shall be recorded
all billed surcharge revenue.* (See In the Matter of the
Application of the Greenbelt Water Company (1982) D.82-07-113,
mimeo p. 18, Ordering Paragraph 3.} Until recently, Greenbelt
also appears to have ignoted Commission orders to establish and
maintain an account with a fiscal agent for deposit of the
surcharge collected to repay the SDWBA loan. (lg. at p. 18,
Ordering Paragraph 6.) )

Greenbelt's operation does not appear to "promote good
public utility practices, [or} éncouraﬁe efficiency and economy“
in that there seéms to -beé no money made available for maintenance
of the system. (See G.0. 103, p.5.) In particular, the
allegation that one of Greenbelt’s two storage tanks is rusted

and sagging suggests that the drinking water supply and fire flow
are in imminént danger of failure. Little or nothing has been
done by the corporation or its officers to maintain the system or
hire others to do so. '

Greenbelt does not seem able to meet even the minimum

of financial reporting requirements _either. Greenbelt has not
filed annual reports with the Commission for the years 1993, 1994
or 1995; Greenbelt did not pay its Public Utilities Commission
fees in 1994 and 1995; and despite a specific order from the
Commission in 1994, Greenbelt apparently still does not maintain
its books of account in compliance with the Uniform System of
Accounts.

For all these reasons we find théere is good cause to
believe that this utility is operating in a way that violates
Commission rulés, orders and decisions and which threatens
essential services. In view of the allegations in the Staff’s
declarations, this Commission institutes this investigation to
determine whether Gréenbelt Water Company, Inc. is unable or
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unwilling to serve its ratepayers, is incapable of financial
management, or is unresponsive to Commission rules, orders and
decisions. We also issue an order to Greenbéelt to show cause why
it should not be fined for failure to comply with Commission
rules, orders and decisions, and why the Commission should not
reguest the Superior Court to appoint a receiver to operate the
Greenbelt Water Company, Inc. to preserve and maintain the water
system and meet its financial obligations.

IT IS ORDERED that:

1. An investigation on the Commission’s own motion is
instituted into the operations and practices of the respondent,
Greenbelt Water Company, Inc. to determine whether:

a. Reéspondent water company, its officers or directors,
or any individual with an ownership interest or anyone in its
paid employ is competent to operaté a water system or conduct
normal maintenance of a water systém,

b. the funds collected by Respondents in rates are
being used for maintenance of the systeém,

c. Respondénts are making necessary and prudent repairs
to the water system, )

d. Respondents are in violation of Commission orders to
maintain its books of account in compliance with the Uniform
System of Accounts, collect and deposit with a fiscal agent
surcharges from customers for the fepéYment of the Safe Drinking
Water Bond Act Loan and to maintain a balancing account tracking
payments and interest earned upon those deposits, and

e. Respondénts have failed to remit surcharge revenues
of $54,358 to repay the Safe Drinking Water Bond Act loan.

f. Respondents are in violation of provisions of the
Public Utilities Code and Commission rules and orders by failing
to file Annual Financial Reports in 1993, 1994, and 1995, failing
to remit PUC surcharges in 1994 and 1995, and misstating income
in its books of account for 1992 and 1993.

2. Pending further order of the Commission, and within
five business days of service of this order on Greenbelt Water
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Company, Inc., Respondents are hereby ordered to remit any and
all Safe Drinking Water Bond Act loan surcharge payments to the
fiscal agent within 30 days following receipt from the customer.

3. Respondents are put on notice that, unless they show
cause to the contrary, Greenbelt Water Company; its officers and
directors.may be ordered to repay the surcharge revenues of
$54,358 to the fiscal agent.

4. Respondents aré put on notice that, unless they show
cause to the contrary, Greenbelt Water Company, Inc. and its
officers and directors may be fined to the full extent permitted
by the Public Utilities Code.

5. Respondents aré put on notice that, unless they show
cause to the contrary, and in addition to the finés permitted by
the Public Utilities Code, the Commission may petition the
Superior Court to éppoint a receiver to operate Greenbelt Water
Company, Inc. to preservée and maintain the water system and meet
its financial obligations.

6. An evidentiary hearing shall be held to allow
Respondents an opportunity to appear and show cause why the order
entéred today in paragraph 2 should not be permanent, why
Greenbelt and its officers and directors should not be, pursuant
to Public Utilities Code Sections 701, 2107, and 2108 fined for
their failure to comply with Commission rules and orders, why
Greenbelt and its officers and directors should not make whole
the Safe Drinking Water Bond Act Surcharge account, and why the
Commission should not proceed to petition the Santa Cruz County
Superior Court under the authority granted by Public Utilities
Code Code Section 855 to appoint a receiver to take possess{on of
the company and to operate the company to assure water service to
Greenbelt’s custoiters and to assure funds generated by water
service revenues are used in direct benefit of the water system.

7. A pre-hearing conference shall be held prior to the
evidentiary hearing for the purpose of determining if staff has
additional evidence to advance, setting a schedule for the
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exchange of written testimony, and to address any discovery
issues.

The Executive Director shall cause a certified ¢opy of
this order to be personally served upon Respondent’s agent for
service of process, John S. Cavanaugh, 200 Madrone Avenue, Ben
Lomand, CA 95005.

This order is effective today.

Dated Septémber 4, 1996, at San Francisco, California.

DANIEL Wm. FESSLER
JESSIE J. KNIGHT, JR.
"HENRY M. DUQUE
JOSIAH L. NEEPER
Commissioners

President P. Gregory Conlon,
being necessarily absent
did not participate.
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CALIFORNIA PUBLIC UTILITIES COMMISSION

Water Division
505 Van Ness Ave
San Francisco, CA 94102

DECLARATION OF TOM SMEGAL

\.“ L K’ y

U-T - - T R N

I, Tom Smegal, declare that1 am a Re"gisteféd Civil Enginecer employed as an
Assistant Utilities Engincer by the California Public Utilities Commission (CPUC),
Water Division. | am assigned to the Small Water Utilities Branch. 1 further declare that
I have personal knowledge of the facts ¢ontained herein and if called as a witness could

competently testify thereto regarding the following::

In June 1995, Ad Jarrell, Senior Utilities Engineer, Small Water Utilities Branch,
assigncd nie {o follow up the work of Sue Wong in the Auditing Braﬁch by conducting an
operational investigation of Greenbelt. We had received information as part of the audit
that Mr. and Mrs. John Cavanaugh had lost the ability to run a water system because of
failing health. I made a preliminary investigation of Greenbelt’s operation by examining
records held at the Commission, reviewing customer correspondence, and making a field

investigation of the system.

.i... gL

a) 1 was the lead analyst in C. 91-09-057 and at that time investigated the sales of

property, accounting recerds, and operations of Greenbelt. 1 observed that Greenbelt did
not maintain adequate records, had violated Commission Orders to set up and contribute -

to a custodial account for plant improvement, and had no accounting system.
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b) In that Case, my report recommended Greenbelt be ordered to keep adequate
records and mainlain its books of account in accordance with the uniform system of

accounts,

Records Search

In my current investigation at the Commission, I concluded that

a) Greenbelt had not filed its Annual Reports with the Commission for the years 1993,
1994, and 1995, and
b) Greenbelt had not paid its Public Utilities Commission Fee in 1994 and 1995,

Ficld lnvestieati
I visited the Greenbelt service area on June 20, 1996. 1 met Mike Mills, a _
customer of the water system, at his oftice in Aptos. Mr. Mills is a general contractor
who has, from time to time, operatéd the waler system. Ialso met Opal McAllister, Mr.
Mills office manager, who had recently taken over the bill collection duties of the water
systenm.
Mr. Mills conducted a tour of the water system, which lies in a hilly area cast of
Aptos. 1 observed facilities that Mr. Mills repaired, including main leaks and the well
~ pump electrical system. 1 also observed the two system storage tanks and noted that the
tank installed prior to the Safe Drinking Water Bond Act loan was rusted and sagging.
Several leaks were evident. In my opinion, the tank is in danger of bursting in the near
future due to stress. Mr. Mills explained that failure of this tank would have a serious
effect on the system fire Mlows and would reduce operating pressures for many customers
below the standard sel in General Order 103.
Mr. Mills also indicated to me that while he volunteers his time, Greenbelt 6\\'65
him approximately $3,500 for materials and supplies. He said Greenbelt had recently

paid $500, bul that was the first reimbursemént he had received in some time. He said no
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other moncy had gone into system maintenance, and that much roncritical maintenance
had been delayed or ignored entirely. _

tn addition, 1 had a conversation that day with Mr. Mills and Ms. McAllister about
Mr. and Mrs. John Cavanaugh, owners of Greenbelt. Both Mr. Mills and Ms. McAllister
reiterated that the Cavanaughs are phystcally unable to perform water company related
duties. Ms. M;‘Allisler, who had taken over billing duties that month, claimed that many
customers had not been billed for extended periods, and that meters were not read.

She further indicated thal some customers no longer trusted the Cavanaughs with
their bill paynents, and had attempted 0 pay the SDWBA loan surcharge directly to
DWR. Others, she said, withheld pa)"menl enlirely.

Ms. McAllister also described her interaction with John Cavanaugh afer
collection of the first bills. She had collected both the water bill and the surcharge and
was prepared to deposit the surcharge in the fiscal account. John Cavanaugh, however,
told her to send all the money to him. She said she asked if she could send an accounting
of the surcharge money with the deposit, but he refused. However, she indicated to me
that she retained a record of the surcharge collected.

In a further C‘On_\'ersati(‘m with Ms. McAllister on August 13, 1996, she explained
that Mr. Cavanaugh had, within the past week, agreed to add her signature to the

Greenbelt Account so she could write the monthly check to the loan repayment account.

I hereby declare under penalty of perjury that the foregoing is true and correct.

Dated this ' 44"\ day of A" ‘_;V 3 +' , 1996 at San Francisco, California

Mo Fna®

F

Tom Smegal
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CALIFORNIA PUBLIC UTILITIES COMMISSION

Commissjon Advisory and Compliance Division
505 Van Ness Avenue
San Francisco, CA 94102
{415) 703-1543

DECLARATION OF SUE WONG

Audit of Greenbelt Watex Company
, as related to the ‘
Safe Drinking Water Bond Act Surcharaes

I, Sue Wong, declare that I‘am‘a Financial Exaniner émployed by the
California Public Utilities Commission. I am assigned to the N
Accounting and Aﬁditing Branch of the Commission Advisory‘and ’
Compliance DiQision. I further declare that I ﬁéve_perSonal knowledge
of the facts cbntained'hereih and if called as a witness could

competently testify thereto regarding the following:
History

In Octcober 1582, thé Department of Water Resources (DWR)} and Greenbelt
Water Company (GWC) entered into a contract to assist GHC in financing
the construction of a project which would enable GWC to meet safe
drinking water standards {State of California Contract No. 851;038 is

included as- Attachment A).

In July of 1994 (Attachment B), DWR alerted the Commission Advisory

and Compliance Division (CACD) of the California Public Utﬁlitiés
Commission (Commission) regarding GWC's delinquericy in the repayment
of a Safe Drinking Water Bond Act (SDWBA) loan of $128,441 provided by -

DWR to GWC. At the time, GWC had missed three semi-annual loan
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payments {due July 1993, January 1994 and July 1994) for a total
delinquency of $18,052.96. DWR also informed the Commission that it
was planning on restructuring the loan to accommodate Mr. John
Cavanaugh's, president of GWC, statement that he could start paying
$1,000 a month toward the SDWBA loan. In addition, the loan was being
restructured because DWR was in the process of adjusting all 1976 B
SDWBA loans retroactively to 8.1% from 8.5%. With the restructured
loan, the new principal balance as of January 1, 1995 was $133,436.87.
This consisted of the outstanding principal amount of $112,934.40

(after the retroactive interest rate decrease) plus $17,923.43 in

interest at 8.1% accrued from January 1, 1993 through Januéry 1, 1995

plus $1,579.04 in delingquent penalties.

DWR contacted the Commission in July of 1994 to inform the Commission
of GWC's delinquency because GWC, as a condition of the loan, had
received Commission approval to collect monthly SDWBA surcharges from
its customers to be used only for repayment of the SDWBA loan.
Therefore, the Accounting and Auditing Branch of CACD audited GWC to
determine:

1) surcharge collections,

2) amounts paid to DWR, and

3} whether SDWBA financed plant was separated from utility.

financed plant.

Findings

I audited the records of GWC as it related to the Safe Drinking Water
Bond Act (SDWBA) surcharges collected by GWC. For the period 1982

through June 1995, the audit adjustment was $45,677 (see page 5 for
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calculation). It was later updated to $54,358 (see page 7 for
calculation) to include an estimate for July 1995 through March 1996.

In a conversation between myself and Mr. Cavanaugh and in a letter
dated June 5, 1995 (Attachment C), I asked GHWC to provide certain
documents for the years 1982 to 1995. Mr. Cavanaugh was asked to
inform me by June 8 as to when the records would be available so an
audit could be scheduled. Mr. Cavanaugh never called to schedule the
audit. I was able to reach Mr. Cavanaugh on June 20, 1995 and he was
uncertain as to whether he ever reéeived the letter dated June S. I
sent another letter (Attachment D)\on June 22 and scheduled the audit

to start on July 10.

GWC provided limited documentation in three boxes. In addition, GWC
dirécted me to two file cabinets which "may contain additional
information related to the SDWBA surcharge" as indicated by Mr. and
Mrs. Cavanaugh (president and secretary/treasurér respectively of GHC
according to the 199é annual report, GHWC's last filed annual report).
It should also be noted that Mr. Cavanaugh is blind and Mrs. Cavanaugh
had a stroke so isrbasically unable to speak except to indicate "yes*®
or "no". They indicated that there may be bank account information in
the file cabinets. I never»found4any bank statements. I never found
‘a general ledger detailing rate based plant as opposed to SDWBA

financed plant. There was no audit trail.

Essentially, records had to be reconstructed based on the limited

information found in the boxes and file cabinets. There were ledger

books and spreadsheets labelled differently for different years. For

certain periods of time, no documentation was found. For 1992 and
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1993, I found some customer remittance slips indicating payment on the
part of the customers, but could not find them accounted for in the
Cash Receipts Journal. Therefore, 1 sampled four months by tracing
the customer remittance slips for those four months to the Cash
Receipts Journal. Based on the sample, I estimated that 11.77% of the
customer payments were not recorded in the Cash Receipts Journal. I
applied that percentage on amounts found in the Cash Receipts Journal

for 1992 and 1993.

Since there was no audit trail and since my calculation of the

surcharge collected was based on the combination of limited

documentation and estimates, I performed an analysis to determine the
reasonableness of the audited amount. My analysis consisted of
estimating the surcharge that should have been billed usihg

actual/estimated customer counts.

For 1982 to 1993, no copiés of the ledger books, spreadsheéets, or
customer remittance slips are available due to the lack of a copy
machine at the home of the Cavanaugﬁ‘s/off{ce of GWC. Summarized
below is thé information in the ledger books and spreadsheets found at

GWC and estimates used in calculating the SDWBA surcharge collected:
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1982
1983
1984
1985
1986
1987
1988
1989
1930
1991
1992
1993
1994
1995

TOTAL

(a)
{b)

(c)

{d)
(e)

(£)

(g)

CACD/mal

$ 5,631.50
11,138.78
11,002.42
12,170.34
12,119.52
12,119.52
12,119.52
12,068.69
13,130.07
13,109.80
14,630.30
13,124.01
11,610.00

5,487.82
$159,462.29

{a)
(a)
(a)

(b)
(a)
(c)
(Q)

& (d)
& (e) & (f)

{g9)

Estimated because no records were found for that

period of time

Records were found for January through June,

however July through December had to be estimated

due to lack of records

Records were found for all months in 1992, however

spreadsheets for February through April were
identical and there were two June spreadsheets

with different numbers

11.77% was added on top of recorded numbers due to

unaccounted receipts as described on page 2

Records were found for January through August,

howeveér October through Pecember had to be

estimated due to lack of records

Recorded numbers for July 1993 were increased by

4.31% because the July spreadsheet indicated the

gDWBA surcharge as $13.90 when it should have been
14 .50

January through June only

The audit adjustment was calculated as follows:

Surcharge Collected (1982 to June 1995) $159,462.29

Remittance to DWR
Penalties for Delinquent Payments

<114,283.40>*
498.51 *
$ 45,677.40

Audit Adjustment

*  Per account ledger provided by Cynthia Thomas of DWR
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In a letter dated January 31, 1996 (Attachment E), CACD informed
GHC of the results of the audit. 1In addition, CACD instructed
GWC to:
1) -open a fiscal account (as required by DWR),
2) pay the original audit adjustment or suggesf a payment
plan, and '
3) remit all cufrently collected Surcharges into the fiscal

account once the account was set up.

ﬁost Audit Actions

As of March 18, 1996, GWC still had not yet opened a fiscal

account.

Carolyn Wong, a supervising financial éxaminer in the Accounting
and Auditing Branch, and I set up a meeting with Mr. Cavanaugh
for March 28 (Attachment F) in Ben Lomond to discuss the letter
of Jénuary 31, We arrived in Ben Lomond and Mr. Cavanaugh was
unavailable due to his wife being in the hospital. Mr. Cavanaugh

had never called to alert us that he was unable to meet with us.

On April 5, I sent a létter (Attachment G) to Mr. Cavanaugh to
arrange another meeting in Ben Lomond for April 16. Prior to the
meeting, I sent another letter (Attachment H) to GHWC to update

the original audit adjustment of $45,677 pg include the period of

£

July 1995 through March 1996 since only pﬁb payménts of $1000
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each had been made to DWR after GWC was notified of the original
audit adjustment. To estimate the surcharge collected in July
i995 through March 1996, the following was assumed:

1} 79 customers paying $14.50 per wmonth, and

2) S% rate for uncollectibles.

Therefore, the audited number for 1982 through June 1995 and the

estimatéed number for July 1995 through March 1996 was calculated
as follows: '
driginal Audit Adjustmént (1982 through June 1995) : $45,677
Additional Surcharge (July 1995 through March 1996)
9 months X 79 customers »® 14.50 X 95%: 9,794
Less Additional Payments to DWR (per DWR): <2,000>

Plus Delinguent Intereést (per DWR) :
Estimatéd Audit Adjustment

The attendees at the meeting on April 16 were Carolyn Wong and
myself from the Commission and Mr. Cavanaugh, Mrs. Cavanaugh, and
Mary Cavanaugh, daughter of Mr._and Mré. Cavanaugh, of GWC. At
the meeting, I assisted Mr. Cavanaugh in filling out a form to
set up the fiscal account. 1 later contacted Blossom Dunng of
Bank of America, the fiscal agent, to confirm that the account

had been set up.

Since GHWC should be currently billing approximately.$1,145‘in
SDWBA surcharges-per month, Mr. Cavanaugh agreed to deposit
actual surcharge collected or $1000 (whichever was highers in the
fiscal account by the 15th of every month. This fiscal account

is set up in such a way that the funds can only be used to repay
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DWR. He also agreed to send copies of the bank statements when
received by GWC. As of July 19, 1996, no bank statement copies

had been received from GWC. Theréeforée on the 19th, I confirmed

with Marilyn Goodrich of Bank of America that GWC has deposited

$1000 per month for May, June and July. Marilyn also indicated
that a bank statement had been seént to GWC at the end of June.

During the meeting, Mr. Cavanaugh indicated disagreement with the
original audit amount and the revised estimated amount. I
advised him to provide written explanation and documentation to
support his numbers by May 31, 1996. GWC nevér provided any

additional documentation to dispute the audit numbers.

Mr. Cavanaugh also stated that he can only repay the audit
adjustment if he sells some vacant 10ts he personally owns in the’
GWC service area (Attachment I). He indicated that he will offer
them for sale in May 1996. He agreed to send documents showing
the offer for sale. Since Mr. Cavanaugh is unable to repay the
entire $54;358 in one payment, I informed Mr. Cavanaugh that an
interest rate of 5% (13 weeks T-Bills rate) will be assessed on
any remaining delinquent balance until it is fully repaid,

starting May 1.

Mr. Cavanaugh had mentioned the possibility of requesting a rate
increase as GWC's last rate increase was in June of 1985,
therefore Carolyn Wong did a cursory review of the documents

- provided by GWC to substantiate a possible rate increase. No
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invoices were provided, therefore it could not be indicated

whether GHC's expenses justified a rate increase.

After the meeting, CACD sent a letter (Attachment J) to GWC
summarizing the meeting. On May 13, I spoke with Mr. Cavanaugh.
He said that he did not have clear title to the vacant lots, but

was working with a title company. He indicated that this would

be cleared up by the end of the week. He agreed that he would

send a copy of the offer for sale and a copy of the bank
statément. On June 6, I spoke with Mr Cavanaugﬁ again and asked
about the the offers for sale and about a copy of the bank
statement. He indicated Ehat he hadn’t offered the lots for sale
because he is still working with the title company to clear the
attachments. He also stated that he hasn’t received a bank
statement. In another conversation with Mr. Cavanaugh .on July
31, he said title on the lots are now clear, he plans to send
notification of the offer for sale in the next two to three days,

and he will send me a copy of the offer for sale.

As of today, GWC never sent a copy of the bank statement ending
June 30. In addition, GWC never sent any documents showing the

offers for sale.

On July 25, 1996, I confirmed with Cynthia Thomas of DWR that DWR
has a lien of $128,440 (dated 10/15/82 and recoxded 12/21/82)
placed on GWC. However, DWR is currently not planning any legal

action.
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. I hereby declare under penalty of perjury that the foregoing is

true and correct.

th
Dated this _ 6 day of au'gw . 1996 at San

Francisco, California.

Aw ey~
]

Sue Wong
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Altachment A

CONTRACT NO. E51. 038

STATE OF CALIFORNIA o
THE RESOURCES AGENCY CL 1D
DEPARTMENT OF WATER RESOURCES - |

CONTRACT BETHEEN THE STATE OF CALIFORNIA
DEPARTHENT OF WATER RESOURCES
AND

v

GREENBELT WATER COMPANY; INC.

- —

AN INVESTOR-OWNED UTILITY

" FOR A LOAN UNDER THE
CALIFORRIA SAFE DRLHKING WATER BOND LAY OF 1976

,
4
.
4
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. CQNTRACT 190, Sto3s

STATE (F CALIFORNIA
THE RESOURCES AGECY
DEPARTVENT OF VATER RESOURCES
CONTRACT BETWEEN STATE OF CALIFORNIA
DEPARTVBT OF VATER RESOURCES AD
Greenbelt Water Compan

y Ing, .
ONDER THE CALTFORNIA SAFE CRIFKIESG VATER BOUD LAY OF 1976

THIS CONTRACT. entered into by and between the State of california,
acting by and through its department of Water Resources, herein referred to as
the "State"- and the

-

Greenbelt Water Company, Inc.

an lavestor-owned utility {n the County of Sapta Cruz

State of Call‘f‘ornia duly Orqanizéd, exlsting, and acting phtsu'ant to the laws
theréof, herein referred to as the *supplier", which parties do hereby agree as
follows:

~ CONTRACT SPECIAL PROVISIONS
SECTION 1, PURPOSE OF LA
ohis losn is made by the State to the Supplier to assist in financing

construction of a project which will enable the Suppliér to meet safe deinkling water
standards established pursuant to Chapteér 7 {commencing with Section 4010) of Part 1
of Division § of the Health and Safety Code. Loan funcsmay be used only for such .

Eligible Project Costs as described below!
Punp rémdval, baiting and disinfection of well No. 1, replacement of undersized

—transsission Iines, provision of additional storage, and replacement of booster
tank and submersible pump. New well and pumping system

Loan funds may be used only for such Eligible Project Costsas defined in tre final
plans and specificatiors, approved by the State Departneént of Health Services, and
any revisions thereof, and in Acrticle A-1 of the Loan Contract Standard Corditions.

/

o"
[ . b3
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This contract ircorporates Exhibit A, "Loan Contract Standaxd

conditions® (hereinafter referred to as “"Standard Conditions®)) Exhibit B,
apoan Contract Security Requicements™, and any attSEhments theretd. Upon
.their‘ completion, the final plans and specifications approved by the State
Depactment Of Health Services and referred to in Section 1 alsd shall ke
attached and are incorporated herein and made a part of this Contract.

SECTION 3, ESTIMATE COF PROJECT COST

The reasonable cost of the Project is estimated to be $128 440.

SECT T0N 4, LGAN AYOUNT

Subject to the availability of funds, the State will loan to the
.Supplier in accordance with the teérms of this Contract an amcunt not to eéxceed
s 128,440 fncluding a three percent (3.0%) administrative fee.

SECTION 5. SUPPLIER"S COST

The Supplier agrees to fund the différence bétwéen the estimate
of the project cost (Section 3) and the loan amount (Section 4). Such Supplier's

cost in the amount of$ -0~ - shall be expéended prior to the
. expenditure of State loan funds. '

SECTION 6. PRIOR TERMIKATION

This Contract shall terminate on December 31, 1982 if
the Supplier has not met by such date all conditions precedent to the

disbursenent of money under this Contract, including Basic Conditions Precedent
under Article A-3 of the Standard Conditions.

SECTION 7. RATE OF INTEREST .

o

The initial rate of interest to be paid by the Supplier shali be eight ant
one halpercent( 8% ) per annum of the unpaid balance of the loan. Wwhen the
State Treasurer determines the average net interest cost to the State uron
completion of the sales of general obligation tonds pursuant to watetVCcde
Section 13667, the rate of interest to be paid by the Supclier shall be adjusted
by the State, |
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‘ECTI(I‘I 8, VATER CONSERVATION

For-a period of 35 years, which is a reasonable life expectancy
of the Project, the Supplier shall tequire that all new plumbing fixtures installed
be of a type designed for low-water flow. The Supplier shall fucnish, free of
inttial chazge, water-saving kits to all customers scrved within the Suppliec's
service area to encourage water conservation. The water-saving kits shall be
approved by the State. In addttion, the Supplier agrees to obseérve all applicable
Public Utillties Commission orders concerning water conservation.

SECTION 9, (PERATION AND FAI“{TE!{ANCE OF PROECT

For a pericd of at least 35 years, which is a reaSOnable lite
expectancy of the project, in consideration of the loan made by the State, the
Supplier agrées to commence and to continue operation of the Project vpon comple-
tion and shall cause the Project to be operated in an efficient and economical
mannér in accordance with applicable provisions of the law; shall provide for
the making of all cépairs, cenéwals, and replacements neécessary to the efficient
operation of the same; and shall cause td be maintained in as good and efficient
condition as upon its c0nstruction. ordinary and reasonable wear and depreciation

epted.

SECTION 10. OTHER ASSISTALCE -

BN supplier cectifies that he has applied tor and made teasonable efforts
to securé Federal assistance for the project and has secured the approval of the
State and the State Department of #ealth Services to make application for Federal

assistance in order to paximize and to utilize best the amounts of such assistance

available.

~ Suppliec further agrees that if Federal funds become available foc
this Project within three years of Project completion, suppliér w#ill remit to the
State all or a portion of the FederSI funds received up to the amdunt necessary
to discharge the remaining debt, provided remittance is not contrary to the terxas

upon which the Federal funds were teceived.

SECTION 11, REPAYVENT CF PRINCIPAL AHD INTEREST

The SUppliet shall execute a fiscal services agreement with a ficcal
agent in a format acceptable o the state. A £iscal agent shall be retaired unt il
ie principal amount of the loan and iq}erest have been paid in full.

07/81 | -3-
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The Supplier shall open a special account yith the fiscal agent into
ch sufficient funds shall be nalntained for servicing the loan as provided in
fcle B-5, including any ratepayer surchacge revenues or assessments authorized

by the Public Utilities Comaissfon, to the extent provided in the Order of the
Commission. Funds from this account shall be used only for payment of vrincipal
and interest on the loan when due, or any delinquencies thereon, until the loan
is repaid in full. T

Once a fiscal services agreement has been approved by the State, the
Supplier shall not aménd the agreement, close the special.accouﬁt,.or‘:etain a
new fiscal agent without 40 days advance noticc and approval of a new fiscal
services agreemént by the State.
SECTION 12, NOTICGES . :

Notices réquired to bé given in writing by the Supplier under this
Contract shall be sent to:

, ‘ Staté of California

Public Utilities Commission Departnent of tfater Résources

California state Building © Attentiont Program Manager

San Francisco, CA $4102 Ssafe Deinking Water Bond Law of 1376

: ‘ P.O. Box 388
° - |

Sacramento, CA 95802

Notices required to be given in writing by the State under this
‘Contract shall be sent to:

Hr. John Cavanaugh

Greenbelt Water Company, Inc.
200 Madgone Avenue
Ben Lomond, CA 95005

A change of address for délivery of notice may be made by either party
by written notice of such change of ad@ress to the other party.

All such notices shall be eaclosed in a proverly addressed, postage-
prepaid envelope and depodsited In a United States Post Office for delivery by
registered or certified mail,
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: IN WITMESS HHEREQF, the pacties hereto have executed this Contract

M 0CT 151982, .

Approved as to Legal Form
and Sufficiency

a;; 7%'75“ Ml

Chief Counsel

STATE F GLIFGRNIA
(EPARTIENT GF VATER RESOURCES

R}
// SRS
. P
my It ~t IS /10
pPirector . . ’

P.O. Box 388
Sacramento, CA 95802

Supplier Greenbelt Water Company, Iné.
200 Madrone Avenue

S 7-}

Q, AP -‘L/,"a,' L ‘
BY 2O W temyardee A ] ~
P} /) . ;/

-

s ) i
[ f./-uu([pfwf

.
*
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' EAIBIT A

STATE OF CALIFORNIA
THE RESQURCES AGRCY
DEPARTVENT OF ATER RESOURCES
LOAN CONTRACT STAMDARD CGNDITICHS
ARTICLE A-1,  DEFINITIONS |

whenever in this Contract the following terms are used, their

meaning shall be as follows unless the context clearly requires otherwise:

ART , A RV The State Department of
Health Services or the local health agéncy which has jurisdiction to issue the
neécessary water permit under the provisions of Chapter 7 {commencing with
Section 4010) of part 1\ of pivision 5 of the Health and Safety Code,

ngiﬂyg:[ The Contract to which thése Loan Contract Standard
Conditions are appended and shall be éonsideréd a promissory noéte for the
purpose of rmeeting thé Loan Security Requirements of Exhibit B.

PAYS-- Calendar days unless ctherwise expfessly indicated,
MONTH— Caléndar months unless otherwise expressly indicated.
"YEAR-- Calendar year unless oiherwise expressly indicated.

‘ PROJECT-- AlL work and facilities, not including constceuction
equipment, - for the construction, improvement, or rehabilitation of the donestic
water system, fincluding water supply, treataent works. storage faci11ties, and
all or part of a water distribution systén oroposed by thé Supplier pursuant to
the plans and spécifications which describe the plan Of the project approved by
the State Department of ﬁealth Services and all addenda and changes to the
foregoing documents approved by the State Departzent of #éalth Services.

SYSTET- All facilitie$ urder control of the Supglier for the
provisicn of piped water to the public for human consunption which way include
an collection, treatmént, storage, or distribution facitities, '

ELIGIRLE PROJECT-- A project ¢or the c¢onstruction, improvement,
ot rehabilitaticn f a dorestic water systen determined to te eligible urder
the California Safe Drinking ‘ater Bonc Law of 1976, ' )
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) ) fLIGIELE PROJECT COSYS - Reasonable costs associated with an
.Eligible Project including the engineering, legal, and administrative fees
oclated with the consiruction, and also including those reasonable costs
urced by the applicant to ptepaté the application and to estgblish eligibility
prior to or after the effective date of this Contract,

TMENT ~~ Any devices or systems used in the treatment
of water supplies, including necessary lands, which tender such supplies pure,
wholesome, and potable for domestic purposes. ’

LSE&!&ZIiiEEﬂﬂ![ -~ The maxinmua sum of money which the State agrees
to loan to the Supplier uander this Contract.

NCIP ) F ~~ The total amount disbursed to the
Supplier undet the Contract, plus an adninistrative fee not to exceed 3 percent
{3.08), less any amount of such total amount disbursed that may have been tepaid
ér remitted to the State by the Supplier.

JERM OF LOAN —— The périod of time betwéen the date of first
 disbursement of money to the Supplier and the Date the principal amount of the

loan is repaid in full. ' o : . e s T e

- T

. — F1SCN AGENT — A bank.'savings' and loan, or any other financial

.~ iastitution to which funds foc the repayment"pf this loan are deposited, or are
under the control of, for the purpose of disBursing repayrents of the loan teé the
“.§tate according- to the repayment schedule in Article A-9 of Exhibit A.

ARTICLE A-2, TERM OF CONTRACT

Subject to fhe provision for prior termination, this Contract
shall becone effective on the date of its execution 2nd shall remain in effect
until the principal amount of the loan, all iaterest thereon, and any other sums
of money due to the State have been paid in full,

ARTICLE A-3. BASIC CONDITIONS PRECEDET

The Staté shall have no obligation to disburse money under the
Céntract unless and untils ‘
(a) The Contract is authorized by the public Utilities Comnission
Of the State of Califgrnia. ) 3
(b) The Suppliér provides a copy of a resolution passed by its govera-
.g board, or other enabling authority if applicable, authorizing acceptance of the

LY

07/81 ~A2~
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'loan contract and designatih,. an authorized representative'l . execute the contract

and to siqn the request for disburseaent.
: {¢) The Suppller dexonstrates the availability of sufficient tunds to
c‘lete the Project. _

(d) The Supplier demonstrates to the State's satisfaction that the
Supplier has a right to use the water requited to operate the Project throughout
the repayment period of the loan. '

| (e) The Supplier has satisfied the security provisions of Atticle A-12,

(f) The Supplier shall demonstrate to the State's satisfaction that the
proposed Project has the support of a majority of the affected community.

(g) Thé Supplier shall submit Forecasts of Eligible Project Costs on
a form provided by the State. The Supplier shall subait to the State any substan-
tial changes in the forecast.

{""’///~’~““;;; The Supplier has engaged the services of a fiscal agent under an

: . agreement approved by the State. _

— (I} The Supplier has opened a separate checking account for deposit of
loan proceeds as provided in Article A-14.

{3) The Supplier has provided a certificate to the State evidencing

insurance coverage of the individuals authorizéd to approve disbursemeat of funds

provided in Article A-14 (b), for fidelity in the receipt, administration, and
accounting of funds to be disbursed under this loan and any services or materials
purchased pursuant to this contract. The certificate of Insurance shall be issued
by a surety or insurance broker and signed by an authorized representative of the
-insu;et. ' ) .
ARTICLE A-4, PERMITS AND APPROVALS i

The Supplier shall obtain the approvals and permits réquired by any
other State, Federal, or local agency necessary tc commence design, construction,
or operation. of the Project, =
ARTICLE A-S. LOAN DISBURSGVENTS BY STATE

(a) TATE:

After the basic CondltiOnS precedent in Article A-3 are met, the State
will disburse the whole or portions of the loan commitment to the Suppliér follcwing
receipt from the Supplier of a statement or statements of incurred Eligible Project
Costs on forms provided by tne State. Requests for loan funds shall be filed monthly

. 6t for such longer petiod as the State and Supplier may mutually agtee and the SUpolie(

‘hall provide the following infornationt

. (1) A statemeat of the facucced Eligible Pfojéct Costs of work petformed

in constructing the Project under a construction contract or construction contracts
during the gerfod identified in the particular statement.

01/81 -A3-
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96.?§)Oog statemeny .t the cost of any interests { land that have teen

neceasa}ily acquiced for the Project during the period fdentified in the particulac
statement for the coasttuction, operation, or maintenance of the Project.

{3) A statement of other incutrred £ligible Project Costs which have been
{ncurred for the Project during the peticd identified in the particular statenent,
including, but not limited to, leqal, enqineering,'and administrative €ees associated
with construction and ceasonable Pcoject costs of Suppliec to prepare the application
and to establish eligibility. ~ )

After the State gives notice to the Supplié¢r that the Pcoject has been
completed or terminated, the Supplier shall furnish a final statement of incurted
Eligible Project Costs. )

Requests for loan funds shall be filed moathly or for such longer period
as the State and Supplier may mutually agree, and the Supplier shall provide the
following information:
' (b) DISBURSENENT

Following the review by the State of each statement of cost, the State

"~ will disburse to the 3upplie{ the amount approvéd, subject to thé availability of

funds. Any and all money disbursed to the Suppliér under this Céatract and any and
all interest earned by the Supplier on such money shall be used solely to pay Eligible
‘ject Costs.

(c)  WITHHOLDING OF LOAN DISSURSEMENTS BY SUPPLIER

The sﬁpplier shqll withhold not leéss than five percent (5.0%) from any

loan disburgement o6r combination of. loan disbursements uatil the acceptable comple-
tion of the Project or any component contract, which has been let under a compétitive

.

bidding. procedure.

ARTICLE A5, HITHOLDING OF LOAN DISBRSHENTS BY STATE
(a)  COMDITIONS FOR WITHHOLDING
If the State determines that- the Project is not being constructed substan-

tially in accordance with the provisions of this Contract or, f£ the State deternmines
that the Supplier has failed in any other respect to substantially comply with the
provisions of this Contract, and if the Supplier does not remedy any such tailure
to the State's satistaction, the State may withhold fron the Supplier all or any
pottion of the loan commitment.

(b)  WITHIOLDING ENTIRE LOAN COMAITHENT

1f the State aotifies the Supplier that it has decided to withhold all of
he loan commitmént from the Supolief. pursuant to Subdivision (a) of this Article, this

‘Onttact shall terminate upon ceceipt of such notice by the Supplier and shall no

longer be binding on either party hereto.

L T

07/81 '  -Ad-
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v{0)  HITHHOLDING BALANCE CF LCAM COMMITMENT
Where a portion of the loan cornitment has been disbursed to
.the supplier and the State notifies the Supplier that it has decided to
withhold the balance of the loan commitment from the Supplier pursuant to
Subdiviston (a) of this Acticle the portion that has beea disbursed shall
" thereafter be repald forthwith to the State with interest as directed by
the State.

IRTICLE A7, TIMING AND MANEER CF PROJECT CONSTRUCTIN
) (3} PROJECT COMPLETION DATE

The Supplier shall caﬁse the construction of the Projeéct to be
completed not later thanbecembfihzl’ , provided that said date fpr completion

. Yo _
may be extended upon written approval of the State.

(b) CONSTRUCTION PURSUANT TO PROJECT PLANS AND SPECIFICATIONS

The Project shall be constructed in accotaance with the final
plans and specificaiions that are approved by thé State Departmeént of Health
Serviceés and with any revisions thereof approved by the State Department of
Health Services.,

(c) DETERMINATION CF PROJECT COMPLETION

For the purposes of this Contract, construction of the Project
shall be considered to be completed or to be terminated when g6 deternmined
by the State. ' ’

(d) CQrPETITIVE BIEDING

iny Contract let for the construction of the Projéct; or any vart
thereof, which is in eéxcess of SI0,0QQ, or which is in excess of any smaller
amount for which bids are réquired under the enabling authority of the Supolier,
shall be let by compaetftive bid procedures which assure award of the Contract to
the lowest résponsible bidder, except 2s may be otherwise authorized in weciting
by the State.

(e) SIGN REFERRING TO SAFE DRIMKING WATER SOND LAW FINANCING

Duriné;cOnstruqti@n of the Project, he Fupglier shall caﬁse a sion
to be Installed at a proni%ent location which shall include a statement that the
project Ls financed under the California Safe Drinking Watér Bond Law of -1973

" progranm administered bf the State of California, Departnent of water Réscurces.
and the State Cepartzent of Health Services.

.

07/8\ — ~AS5-
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MRTICLE A-8,  STATBENT o PRIRCIPAL A'OU\T CF LOAN
(31 NEXPENDED F

The supplier, within a geriod of thirty (30) days fcom the final
disbursement from the State to the Supplier of loan funds, shall renit to the
State any unexpended funds that wece disbucsed to the Supplier under this
contract and were not needed to pay Eligible Project Costs incurred.

Unexpended funds reaitted to the State under this subdivision shall
not be considered to bé a repayment of any part of the loan, but shall be deened to -
te a return to the State Of part of the funds disbursed and a reduction in the
total amount loaned to the Suppiier pursuant to this Contract.

(b) TRANSMISSION OF STATEMENT TO SUPPLIER

within sixty (60) days_after final_disbursement of woney, the
State shall transmit to the Supplier & written statement setting forth the
principal amount of the loan consisting of all disbursement plus an

administ:ativé fee not to excéed three percent (3.0%) to be repaid by the Supplier
to the Stateé pursuant to Article A-9 hereof.

ARTICLE A9,  REPAMENT OF PRINCIPAL AYINT CF LOMY
C ta} REPAYMENT TERMS

The Suppliér shall rake semiaﬂpual payments to the State for a

peiiod not to exceed 35 years as set forth in the following repayment

schedule, entitled "Schedulé¢ of Repayment of the Lcan®, until the principal

amount of the loan is repaid in full, provided that in any event the final’

seriannual payment shall be in an amount equal to the then unpaid portion of

the principal amount of the loan. The tirst amount of the semiannual payment

shall be due and payable on Julvy 1, 1983 - « The rémainirg amcunts
- ehall be mace semiannvally thereafter camencing on Janvary 1, 1984

until the principal amcunt of the loan is repaid in full,

(b)  ADVANCE PAYMENT CPTION

T-e Suppiier shall have the option of payinag in advance on any
January 1 or July i all or any part of the unpaid portion of the principal
amount of the loan, providec that any interest accrued hersunder shall be
pajid at the same tiné and; orévided further, that any such payment shall not
relieve the Supglier of its obrigation to nake paycents in the améunt and at
the times specified in Sutdivisicn (a) of this Article until the principal
amount of the loan is-repaid in full. '
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SCHEDULE OF REPAYMENT OF LOAN

. . 35 YEAR TERM

84X

(3

PAYMENT _ S PAYMENT . _—
NUHBER % _PRINCIPAL NUMBER - % _PRINCIPAL

(2840 - 36 1.0470
<2543 "37. 1.0915
2651 - < 38 1.1379
2164 39 . ‘ 1.1863
2881 - 40 - 1.2367
.300% 41 .t 11,2893
3132 ' 42 1.3441
3265 ' 43 1.4012
<3403 o 44 1.4607
n3$48 !IS . 1.5228 .
.3699% , 46 ' 1.5875
.3856 47 - : 1.6550
4020 <. © 48 . 1.7254
AT : . 49 _ 1.7967
4369 50 1.8751
4555 51 - 1.9548
4748 : L7 2.0379
4950 . 53 2.1245
5160 o 54 2.2148
“:=-.5380 . 55 _ 2.3089
5608 » . 56 2.4071
5847 . 57 : 2.509%
.6095 58" 2.6160
6354 . 59 2.1212
6624 ) 60 2.8431
.6906 B 3 2.9639
N%9 - 62 _ 3.0899
. 7505 . 63 . 03,2212
7824 . 64 3.3581
. JB157 . ; 65 : 3.5608
.8503 . 66 3.64%96
.8865 61 3.8047
. .92&1 68 ) - 3-9664
9634 69 _ 4.1350
1.0044 70 4.3110
. 100.0000
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:RT(CLE A-10,  INTEREST , AYREATS

The Supplier shall pay interest to the State at the rate specified

fn the Contract Special Provisicns on the uapald balance of the loane Interest
n the principal is not deferred. Ugon conpletion of the Project, interest shall
be due and payable semiannually 6a each January 1, and July i. until. the princigal
anéunt of the loan is repald in full,
The interest amount of cach disbursement shall be calculated as the
fraction x/365 times the interest rate, where x is the nuxber of calendar days
remaining in the year fron the date on which the disbursenent was made.

ARTICLE A-11, DELINCUERCY IN INTEREST PAYVENT

Upon every amount of inteéerest money required to be paid by the supplier
to the state pursuant to Acticle A-10 of this Contract which remains unpald after
ft becomes due and payable, interest shall accrue at the rate of one percent (1.0%)
per monthof the amount of such delinquent payment:from and after the due date uniil
it is paid, and the Suppliec hereby agrees to pay such interest, provided that no
such interést shall be charged to or be payable by the Supolier under this Article
urleéss such delinquency coatinues for more than thicty (30) days.

IRTICLE A-12,  SECWRITY REQUIREETS

The Supplier shall méet the security requirements provisions set
forth in Exhibit B, "Loan Contract Security Reguirexents", to adequately protect
the interest of the State during the term of the loan.

ARTICLE A-13.  PAYMENT CAPACITY HPAIRMENTS
| (a) £ER OF WATER QUTSIDS SERVICE AR

No sale or other transfér of water made available by the constructéd
project shall be made outside the Suzpliér's existing service 2rea which, in the
judgnent of the State, would materiazlly impair the Supplier's capacity to nake
payments to the State as provided for in the Contract. The 5u§oller shall notify
the State andthe Public Utilities Cormission as promptly as feasible of all prcrosed

sales or other transfers of project water outside the Suposliert!s service area.
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.~ The Supplier shail notify the State and the pubiic Utilities Comnission

as promptly as feasible of any proposed change in the Supplier's ocrganization or
service area, Hhiie the Contcact is in effect, no changes shall be made in the
‘anization of the Supplier without permnission of the State. The Supplier shall
take no action which may materially impair the Supplier's capacity to make payments
"to the State, '

MRTICLE A-14, ACCOUNTING AND DEPOSIT (F LOM PROCEEDS
(a) SEPARATE ACCONTING CF LOAN PROCEEDS AND INTEREST. RECORDS
_ The Supplier shall adcouat for funds disbursed under this Contract
separately from all other Supplier's funds. The Suppliér shall keep conmplete and
accurate records of all receipts, éxpenditures, and any interest earned on such funds.
(5) DISPOSITION CF MONEY DISBURSED BY STATE
‘ " The Suppliér shall opea 2nd maintain a special checking account into
_which funds disbursed under this Contract will be deposited directly by the State..
Such account shall be separate from all other accounts, and shall be used solely to

L

accomplish the purposes of this Contract, All drafts or wiéﬁdiawals from this account
shall be payable to the providérs of éliqible project costs as itemized on requests
for disbursements submitted to the State, Drafts or withdrawals from the account
shall requicre both the signatures orf the Supolier's representative authorized té sign
Pquests for disbursements, and a second des;gnated individual, either a corporate
officer, the registered project engineer, or the corporate accountant.
) All money disbursed pursuant ko this Contract shall be deposited,
- administered, and accountéd for pursuant to the provisions of law 2pplicable to the
supplier. Such money shall be prudeatly invested when not immediately tequiréd to pay
Ellqible Project Costs.,

ARTICLE A-15, REPCRTS QN EXPSYDIT[RE AHD PROECT CONSTRUCTION
{a) The Supplier agfees to-subnit to the State 2annually a copy of Einan-
cial revorts detailing its financ1al condition, prepared in accordance with generally

accepted accounting principles.

(b) During the planning and construction phases, the Supplier agrees to

fnclude an annual summary.of the intormatjon requitred by aArticles A-5 and A-14 (a).

ARTICLE A-16.  INSPECTIONS OF PROUECT BY STATE AND STATE DEPARTMENT OF HEALTH SERVICES

The State’ and State Departﬁent of Health Services shall have the
right to inspect the work being perfOtmed at the tacflities being cOnsttUcted

t any and all times during the constéuction of the Project and to inspect
the project and the operation and maintenance thereof at any aad all times
after its completion. Supplier shall notify the State and the State Depactrent

07/31 - A3~
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of rdalth Services of the final inspection of the Project oc any corponent ty
+ the Supplier at least ten (10} days prior to the date set for the inspection,

@RTICLE A-17. PROHIBITION AGAINST DISPGSAL CF PROJECT HITRQUT STATE PERAISSION

The Supplier shall not sell, abandon, lease, transfer exchange,
mortgage, hypothecate, or encumber in any manner whatsoever all or any portion
of the Project or of any real or other property necessacrily connected or used .
in conjunction therewith, without permission of the State and the Public

- Utilities Commission.,

MRTICLE A-13.  NONDISCRININATION PROVISION

All contract dccuments between the Supplier and any and all
contractors relating to the construction or operation of the project shall
contain a clause to the effect that theve shall be no discrimination against
any employee who is employed In the work coveéred by such ¢ontractor or against
any applicatfon fot such employment tecause of sge, sex, race, religion, color,
or national origin and that such provisions .shall include, but not be linited )
to the following: employment; uporading; demotion or transfery recruitnént ‘or
recruitment advertising; layoff or termination; rates of pay or other forns of

.ompensatiom and selection for trainifg, including apprenticeship.

IRTI_CLE A-19,  SUCCESSORS AND ASSIGYS -

This Contract and all of its provisions shall apoly to and bind

the successors 2nd assigns of the parties hereto. No assignrent or transfer
of this Contract or any vart hereof, rights hereunder, or interest herein E}
the Supplier shall be valid unless and until it is approved by the State awd

rmade subject to such reasonabls teras and Fonditions as the State ray ixpose.
ARTICLE A-20, . STATE TO RE FAD HARMLESS

The Supplier agrees to indemnify the State cf California, Departx
of Water Resources ard the State bepartment of Health Services, and their
officers, agents, and eérployées against 2nd to hold the same free and harxiess
frcm any and all claims, cemands, damages, lcsses, costs, expenses, Or
Yfability due or incident to, either in whole or in part and whether directily
or incirectly, the design, constrUCtiCn. ocecation, repair, waiatenance,
existence, or failure of the Project, or of eay of its works or facilities.




) 1.96-09-002 CACD/mal _
ARTICLE A-21,  REVEDIES MNOT EXCLUSIVE

Tho use by either party of any cemedy speciffed kerein €or the
enforcement of this cContract is not exclusive and shall not deprive the

party using such remedy of, ot limit the application of, any other cemedy

provided by law.

PRTICLE A2, AEDENTS

This Con~ract may be amended at any time by mutual agreenent of the
parties, aftér being concurred in by the dublic Utilitiés Comission, when -
necessary, except insofar as any proposed arcendments are in any way contrary
to applicable law. ' "

ARTICLE A-23,  OPIAIONS AND DETERAINATIONS

Where the terms 6f this Contract provide for agtion to be based
upon theé opinion, judgment, approval, review, or determinatiOn of either party
hereto, such terms ace not fntended to te and shall never be construed as

permitting such opinion, judgment, approval. review, or determination to be
arbitrary, capricious, or unreasonable.

ARTICLE A-24,  CONTRACTING OFFICER CF THE STATE

The conttacting officer of the State shall be the Direéctor of Water
Resources of the State of California and his successors, or thelr duly
authorized representatives. The contracting officer shall be responsible for
all discretionary acts; opinfons, judgménts, approvals, reviews, and deterniﬁations
required of the Staté under the teras of this Contract. ’

ARTICLE A-25.  WAIMER (F RIGHTS

It is the intention of the parties hereto that from time to tiame
either party ray waive any of its rights under this Contract unless contrary
to6 law, Any waiver by elther party hereto of rights arising in c0nnection
with this Contract shall not be deémed to be a waiver with respect to any

other righEs or natters.

ARTICLE A-2  HOTICES

All notices that are tequired eithér exoressly or by imolications
" to be given by one party %o the other under this Contract shall oe slgned for
. the State by its contracting officet and for the Supplietr by such officers, as

.
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ttom time to time, {t ma, duthorize in weiting to o ac .. All such notices

shall be deemed to have been given 1f delivered personally ot {f enclosed in
a properly addressed, prepaid envelope and deposited in a United States
.Post Office for dellvery by registered or certified mail,

ARTICLE A-27,  INSPECTION OF BOCKS, RECCRDS, AND REP(RTS

Durln§ regular office hqu:é. each of the parties herdto and their
duly authorized representatives shall have thé-thﬁtAtO inspéect and to make
copies of any books, records. or reports of thé other party pertaining to
this Contract or matters related hereto. Each of the parties heréto shall
maintain and shall make available for such inspection accurate records of all
6f its cost, disbursements, and receipts with réspect to its activities under
“this Contract.

ARTIOLE A-28,  SUIT (A CONRACT

Each of thé parties hereto may sue and be sued with respéct to this

Contract.
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BHIBIT B
LOAN CONTRACT - SECRITY REQUIREFENT

@RTi0E B-1, 10 FRIGRITY FCR ADDITICRAL LOANS

The Supplier agrees to incur no additional indebtedness having
any priority in payment of principal or interest or pledge or revenues of
facilities In existence at the date of this Contract or to be construed oOr
obtained under terns of this Contract prior to written consent of the State.

ARTICLE B-2,  RATES AND CHARGES

The Supplier agtees that it will levy and coliect soecial
assessments or user charges as may be necessary t6 operate and to maintain
the Project and to meet the payneat of the loan when the same becomes due
and if, for any reason, gross revénues prove insufficient ta service the
loan c0ntrac£, Suppliér agrees to raise sufficient funds through increased

user charges Or assessments to meet loan payments and to operate and to

maintain the Project.

ARTICLE B-3, . PERFORMANCE AND ASSURARCES

' . : Suppllier agrees to faithfully and expeditiously perform or cause

to be performed all Project work as described in the final plans and specifi-
cations as submitted or as later arended and aporoved by the Stste Departzent
of Health Services under this Contract and to apply State funds received only

to Eligiblée Project Coéts. In the event the State finds it necessary to enforce
this prcvision or any right of pover uncer this Contract in the ranner proviced
by law, supolier agrees to pay all costs incurred by the State including, cut

not limited to, reascnable attorney's fees, jegal expenses, and costs.
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EXHIBIT B
g [OLE B-4, IMPROVEFENTS TO REFAIN STATE'S .

The Supplier agrees that all improvements to the existing facilities
and equipment financed by this loan will be aad shall remain the property of the
State until such loan is pald in full.

ARTICLE B-5, RESERVE FUND

The Supplier agrees to provide for the accumulation of necessary teserves
i accordance with Section 11 of this contract to assure that funds will be available
to maké the semiannual payments when due. A reserve of two semfannval payrments will
be required to be accumulated during the first ten-year period for all cépayment .
methods except those based on the quantity of water used, for which a reserveé of
four semiannual payments shall be accumulated during the €irst ten yeacs. This
reserve shall be maintained at this level thereafter with withdrawals beéing replaced
at the same original rates until the reserve is returned to the maximun amdunt. The
reserve fund shall be maintained and adninistered by the Fiscal Agent :

ARTICLE B-6, DEFAULT PROVISIONS

In thé event that the Supplier defaults on the loan, the Department has

e authority to take over all of Supplier's property and to operate the Supplier's

water system at its discretion. N

ARIICLE B-7, SECRRITY INSTRREIIS

In ordér to secure the payment of the principal and interest of the loan
and prior to disbursement of funds under this Contract by the State, the Supplier
shall execute in favor of the State good and sufficient lien ingtruments éncunvering
e¢ither the properties or assets, Or both, real and personal, constituting said
Project, as conmpleted or as thereafter e%tended, including an assigament and pledge

or revenves and such other instruments as may be prescribed by the State.,
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{hs desovicas Agenay

Memorandum

Cote

from

Subject s

AU 3 90
Kenneth K. Henderson, Director - QBCEIVEL.
Commission Advisory and Compliance Division - -+ Finonce Branc
California Public Utilities Comnission ) CACO
305 Van lWess Avenue, Room 3105

u“:ll

San Francisco, california 94102 JUL y RS

Deportment of Woter Resources

Greenbelt HWater Company, Inc.
Safe.Drinking Water Contract No. £51038
PUC Decision No. 82 07 113

The purpose of this correspondence is to provide You with.a
Ssummary of the circunstances surrounding the Greenbelt Water
Conpany, and its loan under the Safe Prinking Water Bond Law of
1976. This should be of intérest to you since the Company is
regulated by the Public Utilities Comnission, and appaars to be
in violation of PUC orders. we have briefly discussed this
matter in several telephone conversations with Barry carlson and
Kenneth Louie.

On October 15, 1982, Greenbelt Water Company, Inc., enteéred
into a $124,700 safe Drinking Water Loan Contract, No. ES1038,
with the bDépartment of Water Resources. With the State's three
percent administration fee added to the loan, the total loan
principal is $128,441. 1In its decision No. 82 07 113 (enclosed),
the PUC authorized GNC to borrow the funds and approved a
surcharge to pay the debt service for the loan. The PUC ordered
that the funds be deposited into a restricted account raintained
by the cConpany's Fiscal Agent. OQur records indicate GHC's fiscal
agent is Bank of America. The Department reéceived the first
semiannual payment January 11, 1985, and seniannually each year
thereafter until July 1993. The Conpany has not made its
semiannual payments due July 1993, January 1994, and July 1994
resulting in a current delinquency of $15,052.96.

In a letter dated June 20, 1994 (enclosed), the owner of
GWC, John cCavanaugh, requested that the Departrment revise the
loan repayment schedule. Cynthia Thomas of my staff spoke wWith
Mr. Cavanaugh on July 5, 1994 jn response to his letter.
Hr. Cavanaugh stated he could pay $1,000 a month toward the DWR
loan, once he receives "borrowed funds" that have been promised
to him. We agréed to work with the Company to negotiate an
appropriate repayméent schedule with the undérstanding that the
entire transaction would require PUC approval,
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¥’ Page Two !

Mr. Cavanaugh also made us aware that he is blind and his
wife who normally handled the paperwork, suffered a stroke thresz
years ago. Since that time, the cavanaugh's have incurred
extensive medical expenses and have depleted their funds.

Ms. Thomas assured Mr. Cavanaugh that we appreciate his
misfortunes, and reminded him that GHWC is under a PUC order to
deposit the surcharge collected for our loan into an account
maintained by the Fiscal Agent. He stated he undérstood;
however, it is questionable that he understands the seriousness
of violating the PUC order. Ms. Thomas encouraged Mr. Cavanaugh
to contact the PUC and inform your agency of GHC's situation.
¥r., Cavanaugh stated he would do this since he is intending to
request a rate increase as well. He requested the telephone
number of John Reeder, a former PUC employee, now private
consultant, and stated he would seek Mr. Reéder's services
concerning both matters. ,

To verify the status of the Fiscal Agent account, Ms. Thomas
contacted the Bank of Americ¢a and spoke to Chuck Maffia, Bank
Manager. Mr. Maffia stated that the account number we have on
file as GWC's restricted account has beén closed. Bank of
America consolidated branches and the account number was changed
at that time. In addition, Mr. Maffia stated GWC's current

.account has virtually no money and has no restrictions on

withdrawals as required by the Fiscal Services Agreement.

Mr. Maffia had no Xnowledge of the Fiscal Services Agreement
signed by a Bank of America repreésentative in 1985 (enclosed).
We sent new Fiscal Services Agreement foras to GWC and will
follow up to ensure a restricted account is opened.

Finally, for your information, we noted that the "citizens
of Redwood Drive Association" filed a formal complaint with the
PUC against GWC on September 4, 1991, oOur records indicate the
PUC responded with an investigation, No. 91-09-057. There are nho
indications at this time that the association is aware of the
current situation.

-
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"xenngth K. Henderson, Director

Page Three

I hope this information is helpful. Please contact me at
(316) 653-9724 or Cynthia Thomas at (916) 653-9634 if you have
any questions. 1In the meantime, we will work with Mr. Cavanaugh
to negotiate a revised repayment schedule, and will keep you
informed.

érri La Rue-Higgs, Chief
Bond Financing and Adnministration
Office

Enclosures

cc: Mr. Fred Curry, cChief
Water Utilities Branch
Commission Advisory and Compliance Division
California Public Utilities Commission
505 Van Neéss Avenue, Roon 310S
San Francisco, California 94102

Mr. Paul Potter, Chief J

Finance Branch

California Advisory and Compliance Division
California Public Utilities Commission

505 Van Ness Avenue, Room 3105

San Francisco, California 941902

Mr. Barry Carlson

Commission Advisory and Compliance Division
California Public Utilities Commission

505 Van Ness Avenue, Rcom 3105

San Francisco, Californfa 94102
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+TATE OF SauFg i

PUBLIC UTIUTIES COMMISSION

333 VAN KESS AYENUE
FAN FANGISCO, €A 24102-3858

June S, 199s

John S. Cavanaugh
Greenbelt Watey Company, 1Inc.
200 Madrone Avenue

BEN LOMOND cCa 35005

A

Dear Mr. Cavanaugh:

This leéttér confirms our conversation today regarding an audit of
the Safe Drinking water Bond Act (SDWBA) funds of Greenbelt Water
Company. :

Please lét me know when you will have the followihg items
available:

1. Bank statements for the reserve fund Since inception of the
account, : _ o
2. Journals and ledgers for the following Uniform Systém of
Accounts (US0A) since 1982
al

Special Deposit - Fiscal Agent (#132)
b. Plant - spwsa (2101)
€. Long Térm Debt - SDWBA Loan (3244.1)
d. SDWBA surcharge (2470.5)
: €. SDWBA balancing account. ' . »
Schedule of number of customers (broken down by résidential,
5/8 x 3/4~inch meter, and 3/4-inch meter) from 1982 to 1995,
The number of customers who made the upfront, one-time casn
payment of $1760 in 1982,
Copies of actual Customer bills for the following months i
Septémber 1982, August 1983, NOVembér,IQSS, December 1987,
Jaguary 1988, February 1990, July 1993, May 1994, and April
1995, , ~
6. i g lléction summarijes for all periods since
inception of the surcharge.
7. - Annual reports filed with the California pPublic Utilities

Commission fronm 1982 to 199s5.

Please call me by June 8 as to whea the preceding records will be

available. At that time, I would also like to discuss the tining
for the audit. would like to schedule the audit for a 5 day
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period. Please also lét me know if there will be a work surface
{space for 2 people) and access to c0p1er avallable. I look
forward to hearing from you by June 8, Xou have any
questions, I can be reached at {415) 703 15

Sincerely,

Sue K. won Eg/ﬂ\
Financial EXamin r

Commission Advisory ang Compliance vaision
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Attachrent D

PUBLIC UTIUTIES COMMISSION

JOF VAN NESS AVENUE
SANFRANGISCO. €A 74102-7273

June 22, 1995
VIA CERTIFIED MAIL

John S. Cavanaugh

Greenbelt Water Company, Inc.
200 Madrone Avenue

BEN LOMOND CA 9500S

Dear Mr. Cavanaugh:

This letter confirms our conversation on June 20, 1995 reqgarding
an audit of the Safe Drinking Water Bond Act (SDWBA) funds of
Greenbelt Water Company for the week of July 10 through July 14,

During our conversation, you mentioned that you were uncertain as
to whether you received my earlier letter which listed the items
that would be needed during the audit. Therefore, I have
attached that letter. If any of the records will be unavailable
during the week of the audit, please let me know by July 5.
Otherwise I will assume that all the recoxrds will be available.

As'I understand, I should call your office when I reach Ben
Lomond and you will sénd someone SO that I can follow him to your
office as it is outside the town oif Ben Lomond.

I look forward to Seeing you on July 10 at 10 am. If you have
any questions, I can be reached at (41S5) 703-1543. .

Sincerely,

Auo W

Sue K. Won
Financial Examiner _ _
Commission Advisory and Compliance Division

Attachment
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PUBLIC UTILITIES COMMISSION

KEvan NESS avEragt
l S FRANCSCO. CA 41023378

Attachzent E

January 31, 1996

John §. Cavanaugh

Greenbelt Water Company, Inc.
200 Madrone Avenue

BEN ILOMORD CA 95005

Dear Mr. Cavanaugh:

He have conmpleted our review of the Safe Drinking Water Bond Act
{(SDWBA) surcharge for Greenbelt Water Company (Greenbelt) for the
period 1982 to June 1995. As a result of the réview, Greenbelt
owes $45,677 as of June 30, 1995, The adjustment is conmputed as
follows:

Surcharge Collected $159,462.29

Remittances to Department of Water Resources <114,283.405>

Penalties for Delinquent Payments ‘ 498,51
Ant. to be transmitted to the Trust Account $§ 45,677.40

It is our understanding that there is no bank account for the
SDWBA funds, therefore Gréenbelt should set up a trust account
with a bank. Such account should not be in the nane of
Greenbelt. The bank/fiscal agent should be the trustée for the
account and theé account should be set up in such a way that once
money is deposited into the trust account, the fiscal agent may
only useé the funds to pay the Department of Water Resources for

After paying the $45,677 to thé trust account, please send to Sue
Wong of our staff a copy of the bank statement which shows the
payment. If possible, please ask the fiscal agent to label the
payment as 'payment for review adjustment.n® Should Greenbelt be
unable to reimburse $45,677 to the trust account in one lump sunm
paynent, please suggest an installnent plan within 90 days with
an appropriate intérest rate for the repaynent of the
delinquency. We will consider your installment plan and will let
you know whether or not we agree with the plan.

Greenbelt should also file quarterly SDWBA surcharge summaries

detailing the amounts of surcharges collected and deposited and
amounts paid to DWR. Along with the summary, Greenbelt should

attach copies of the bank stateément,

In addition, Greenbelt should start to remit all surcharges

collected to the trust account on a timely basis. Since the
surchargé is collécted on a monthly basis, Greenbelt should renmit




1.96-09-002 CACD/mal

the exact amount collectéd to the trust account within 30 days
after month end on a monthly basis,

If you have any questions, please call Sue Wong at
(415) 703-1543.

Sincerely,

v .
enﬁiftzzféi;uie. Chief

Accounting and Auditing Branch
Conmission Advisory and Compliance Division

¢c: Barry Carlson
Fred Curry

Cindy Thonmas , _ .
Department of Water Resources
PO Bo¥ 942836, Rm, 804
Sacraménto CA 94236-0001
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STATE CE CAlFQinva
PUBLIC UTILITIES COMAMISSION

535 VRN NESS AVENUE
SANFRANCSCO. €A 74192-2273

March 18, 199¢

John S. Cavanaugh

Greenbelt Water Conpany, Inc.
200 Madrone Avenue

BEN LOMOND cCaA 95005

Dear Mr. cCavanaugh:

This letter confirms our conversation on March 15 teo schedule a
meeting with er, dated January 31, 1996,

3 sessment of $45,677 baséd on Safe brinking
Water Bond Act (SDWBA) sutcharges collected from the custoners of
Greenbelt Water Company. :

As agre¢ed upon in our conversation, CZ Wong and I will contact
you wheén we arrive in Ben Lonond and you will meet us at the
location where we place the call. We should arrive in Bén Lonond
at approximately 12:30 pm on Thursday, March 28. At the meeting,
please be prepared to discuss:

a) all points indicated in our letter of January 31, 1996,
1 al for repayment of the audit
assessment and yéur efforts at setting up a trust account
with a fiscal agent/bank. ’

b) any records which you may have to substantiate an
increase in rates.

I look forward to seeing you on March 28 at 12130 pm. If you
have any questions, I can be reacheéd at (415) 703-1543.

Sincerely,

Sue K. Wong
Financial Exa .
Commission Advisory and Compliance Division
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Attachment G

FUBLIC UTILITIES COMMISSION
10F VAN RNELS AVEINUE
SaN FRANC.AL0. Ca FAIQY-IN

April 5, 1996

John S. Cavanaugh

Greenbelt Water Cémpany, Inc.
200 Madrone Ave.

BEN LOMOND CA 95005

Pear Mr. Cavanaugh:

To assist you in setting up a bank account for the Safe Drinking
Water Bond Act surcharges, this letter. explains the type of
account we would like you to open. In addition, we would like to
reschedule a meeting with you on April 16,

I have attached two copies of instructions provided by bépartment
of Water Resources (DWR) which should be used in opéning a *bank
control account®. Please bring the instructions to the bank in
which you open the account. OWR has indicated that two banks

are familiar with “bank control accounts~ {as called by Bank of
America). The two céntacts in the Sacramento area are:

Bank of America: Blossom Dunnge (916) 321-4718
U.S. Bank: Mark Martinez (916) 552-5474

If there are any local branches for either banks in the Santa
Cruz area, I suggest that you visit the local branch and indicate
that you want to set up a *bank control account®., If the local
branch has any questions, you can refer them to the Sacramento
contacts. If you would like to ¢ontact other banks, tell them
the following general characteristics of a *bank control
account "y

a) only bank officers are authorized to cut checks from the
account,

b) once money is deposited into the account, depositor
cannot haveée access to the funds, and

C) no withdrawals allowed on this account without prior
written approval from DWR. )

Please set up a "bank control account®* by April 12, 1996. Once
you have set up the account, please call me right away. I will
be checking with you periodically next week to inquire about your
efforts in setting up the account.,

CZ Wong_and I will meet you at your homeé 6n Tuesday, April 16 at
10:30 am to discuss your proposals for répaymént of the Safe ,
Drinking Water Bond Act surcharge audit adjustment of $45,677.
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If you have any questions, I can be reached at (415) 703-1543,

Sincerely,

Financial Exahiner
Accounting and Auditing Branch

Attachments
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Attachrent H

=7

PUBLIC UTINTIES COMMISSION
B8 aANNESS kA

TaAN FRANCSCO Ca F4i02-3:9Y

April 11, 1996
VIA CERTIFIED MAIL

John S. Cavanaugh

Greenbelt Water Conpany Inc.
200 Madrone ave.

BEN LOMOND caA 95005

Dear Mr. Cavanaugh:

This letter reiterates our conversation on april 9, 1996:

1) You agreed to have a "bank control account" set up by

April 12, 199s,

2) You agreéd to meet with ¢z Wong and nyself at your honme

on Tuesday, April 16 at 10:30 am, and
3) You agreed that you wil) send and have

We also discussed that I would adjust the audit adjustmeént since
our original audit adjustaent of $45,677 covered the pericd 1982
through June 1995, _ f nine nonths has passed and you have
-only nade two payments of $1000 each to the Department of Water
Resources (DWR). Of the $2000, $387 was applied for delinquent

interest, Therefore, the following illustrates an updated

adjustnent which is the amount you will need to repay. Please._
~hote that the additional anount is only an estimate ang may still
be subject to audit in the future. For this estimate, we have

assumed:

a) 79 custoners paying $14.50 per month, and
b) A 5% uncollectibles rate as you have indicated that
uncollectibles have heen relatively minor.

Estimated amount for 1982 through March 199s:

Original audit adjustment (1982 through June 1$95): $45,677

Additional surcharge (July 199s through March 1994):
9 months X 79 customérs X $14.50 x 95%

Less Additional payments to DWR:

Plus beélinquent Interest:

<2,000>

R - N 8
Amount to be transmitteq to "bank control a/ch: $54,35
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I have attached a COpy of my April Sth letter since
cated that you stil) have not received the letter as
I look forward to méeting with you-cn

10:30 an. 111 discuss

tation you ; :

e i If you have any questions, please
call me at (415 703-1543; 1f ; : arises and you need
to reschedule our méeting, please call me by 8:00 am on April 1is.
You can call anytime to leave 4 message as I have an answering
rachine.

Sincerely,

Sue Won _ . _

Financial Exaniner
Accounting and Auditing Branch
Attachnent

Aud Wer~
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$r
PUBLIC UTILITIES COMMISSION

S5 VAN NESS AVENUE
* T RANFRANCECO, CA 24102-3%8

April 26, 1996

Mr. John Cavanaugh
Greenbelt Water Company
200 Madrone

BEH LOMOND caA 95005

Dear Mr. Cavanaugh:

Wong and sue Wong) .
ill also be sunmarized

g the Fiscal Services Agréement

t Water Company (GWC) to open a fiscal
account with Bank of America, the fiscal agent,
Drinking Water Bond Act (sSDWBA) surcharqges collected from GWC
Custcomers are to he deposited in this account. Staff forwarded
the above agreement with ‘ ‘ bank on April 19.
You agreed to senq a copy on a monthly
basis to the Commission,

On April 19, staff forwarded your $1,000 check to the Department
of Water Resources (DWR) to be applied to the SDWBA loan.

Staff has-estimateg your

approxinatel

the § : ible You - agreed to
deposit, with Bank of America, hly surcharges
collected or $1,000, whichever is higher, by the .15th of every
month. If the fiscal account 'is not set up by May 15th, you
should mail a minimunm $1,000 payment to DWR. The following
information shoulqd be included on the check: :

Pay to the order of DWR '
Greenbelt Water Company, GWC’s telephone number
SDWBA Contract #E51038

In our original audit, staff reported that cwWe is delinquent on
$45,677. As of March 31, 1996, the adjustment has béen updated
to $54,358 (as outlined in our letter dated April 11). You
indicateqd disagreement with the’amounts. Staff advised you to
provide written explanation ang documentation to support your
numbers. Please provide the above to the Commission by

May 31, 1996. an interest rate of 5,004 (13 weeks T-Bills rate)
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will be assessed on any remaining delinquent balance untit it is
fully repaidg, starting May 1.

PY of any doc
offered for sale.

provided by GHC to
Ho invoices were

However,
that your hire an ac
to date (ie, record
revenues, etc.),.
Hater Branch shoul
letter. 1If at that poi
of an Consultant,
the names of

€ase, GWC will need a
sumnnary of all w p pPporting
documentation {ie, invoices, The expenses should be fron
1993 to current 1996, In checking with the Commission’s
financial re om, the last financial report filed by Guc
was 1992, ] good start to file financial reports for
1993 through 1995, If you need blank copy o i
report, please call Sue Wong for then.

I hope this letter has bEeq of
correspondence to the Commissio
funds, please se

on this letter,

have any questions.

Sincerely,

ZW/M

Kenneth K. Louie, chief
Accounting and Auditing Branch . .
Commission Advisory and cCompliance Division
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Abril .6, 199%
Page 3

Mary Cavanaugh
Greenbelt Hater Company
895 Quince Ave., s
Santa Clara ca 95051

Cindy_ThOm‘as~

Department of Water Resources
P.O. Box 942836, Roonm 804
Sacramento cCA 94236-0001

Art Jarrett, cpyc _
Barry Carlson, cpyc




