
  Mailed 2/1/07 
 

264833 

WATER/KPC/KOK/DLW/AML 
 

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
 
WATER DIVISION     RESOLUTION W-4632 
AUDIT AND COMPLIANCE BRANCH  January 25, 2007 

 
 

R E S O L U T I O N  
 

RESOLUTION W-4632.  WEIMAR WATER COMPANY, INC.  
ORDER AUTHORIZING WEIMAR WATER COMPANY, INC. 
TO SECURE A LOAN IN THE AMOUNT OF $450,000 AND TO 
ENCUMBER ITS ASSETS IN CONNECTION WITH THE 
LOAN. 
 
By Advice Letter No. 47-W, filed on November 9, 2006.  

 __________________________________________________________________ 
 

SUMMARY 

This Resolution grants Weimar Water Company, Inc. (Weimar) the authority 
requested in Advice Letter (AL) No. 47-W. 
 
Weimar requests authority pursuant to §§ 816 through 851 of the Public Utilities 
Code to borrow $450,000 for water system improvements from the Granite 
Community Bank, N.A. (Granite) or other financial institutions, and to encumber 
its assets in connection with the loan.1  In addition, Weimar requests to be 
exempt from the Commission’s Competitive Bidding Rule as set forth in 
Resolution F-616, dated October 1, 1986. 
 
Notice of AL No. 47-W was made by publication in the Commission’s Daily 
Calendar of November 10, 2006.  No protests have been received. 
 

BACKGROUND 

Weimer provides water service to approximately 475 customers in Sleepy 
Hallow Acres and vicinity, located approximately two miles north of Weimer, in 
Placer County.  The Weimer water system currently has 505,000 gallons of 
storage.  
 

                                                 
1 All statutory references are to the Public Utilities Code unless otherwise indicated. 
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The last general rate increase of Weimar was authorized by Resolution (Res.) 
W-4473, dated May 6, 2004, and became effective August 19, 2004, with an 
increase of $143,541 or 63%.  Weimar’s latest Consumer Price Index increase of 
$12,298 or 3.4%, Advice Letter 46-W, was filed September 13, 2006, and became 
effective on October 13, 2006.  
 
The Commission, in Res. W-4773, dated May 6, 2004, indicates that the 
Department of Health Services (DHS) recommended that Weimar should 
increase its storage capacity.  Res. W-4773 identified the required increment of 
storage in the amount of $400,000, using 2004 dollars, and the precise amount of 
storage to be one million gallons.  The Commission identified the Reservoir as a 
needed plant item to be covered by a Rate Base offset upon completion.   
 
The tank has been sized to provide approximately 1.5 to 2.0 days of storage 
under maximum day conditions when coupled with other system storage 
facilities at their wholesale customer sites.  The tank was sized based on 
foreseeable needs resulting from surface water canal outages and other 
emergencies.  The longest outage occurred October, 2005, and lasted for two and 
a half days. 
 
The current engineering estimate for the construction of a new storage tank is 
approximately $557,000 (without contingencies for the project), including land 
and ground surface preparation.  The current cost estimate is approximately 
$160,000 higher than previous estimate of $400,000, which is attributed to the cost 
of the steel and general construction cost increases since 2004.  Weimar plans to 
use internal funds for all costs in excess of the requested $450,000 loan. 
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Pursuant to its Year 2005 Annual Report, Weimar reported that it generated total 
operating revenues of $361,703 and net income of $49,267.  The company’s 
balance sheet, as of December 31, 2005, also presented in the annual report, is 
summarized below: 2 
 
   Assets        Amount 
  Net Utility Plant     $1,318,372 

Accumulated Depreciation of water plant              (624,307)  
 Water Plant Acquisition adjustments           5,005 

  Cash                9,347 
  Accounts Receivable – Customers          50,822 
  Other current Assets           27,240 
 
  Total Assets           $786,480 
 
   Liabilities & Equity 
  Common Stock (Corporations only)     $100,000 
  Other Paid-In Capital (Corporations only)                 10,000 
  Retained Earnings          380,830 
  Current Liabilities             32,628 
  Contributions in Aid of Construction       443,294 
  Accumulated Amortization of Contributions     (180,271) 
 
  Total Liabilities & Equity        $786,480 
 

                                                 
2 Water Division staff notes that there appear to be round-off errors in the Balance sheet, in that Total 
Assets actually adds up to $786,479 while Total Liabilities & Equity actually adds up to $786,481. 
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Discussion 
 
Weimar’s proposed construction expenditures, as shown in AL No. 47-W, are: 
 

Description      2006    2007  Total 
 

Land     $38,398   $38,398 
On Site Grading     10,000     10,000 
On Site Piping     20,000     20,000 
Electrical & Controls    $10,000   10,000 
Reservoir Base Footing    27,800     27,800 
Gravel for Base     10,200     10,200 
Appurtances                   1,160          1,160 
Prep/Pre-coating/Transport   32,600   37,200   69,800 
Steel (Plate & Beam)       92,958   92,958 
Labor & Equipment     76,342   99,600 175,942 
Field Preparation & Coating     99,600   99,600 
Testing          1,500     1,500 
Contingencies3 (2%)       4,330     6,817   11,147 

 
Total              $220,830         $347,675         $568,505 

  
While the construction, extension or improvement of a company’s facilities are 
proper uses for financing authority, pursuant to § 817(b) and (c),we will not 
make a finding in this decision on the reasonableness of Weimar’s proposed 
construction program.  Construction expenditures and the resulting plant 
balances in rate base are issues that are normally addressed in general rate cases. 
 
Res. W-4773 states that when Weimer completes its plant additions, it should file 
for a rate base offset as soon as the final costs have been accumulated and the 
facility is used and useful.    

                                                 
3 Contingencies will be funded internally. 
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Weimar’s Statement of Cash Requirements for 2006 and 2007 are: 
 
 Uses of Funds    2006        2007  Total 
 
Funds for Construction   $220,830 $347,675 $568,505 
Less:   Estimated Cash Avail-  
 Able from Internal Sources     118,505   0 $118,505 
External Financial Requirements  $102,325 $347,675 $450,000 
 
It appears that Weimar needs the financing authority to complete the plant 
addition.  The requested authority in this filing and the projected funds from 
internal sources would help meet Weimar’s financial requirements for 2006 and 
2007. 
 
Weimar obtained a commitment letter from Granite for a loan with an adjustable 
interest rate starting at 9.25%, with a twenty-year amortization.  However, 
Weimar is currently looking for better terms from other financial institutions.4 
   
Weimar’s capital ratios are shown below, as recorded and as adjusted, giving pro 
forma effect to the $450,000 loan transaction: 
 
         Recorded        Adjustment    Pro forma 
 
          Long-term debt         $           0        0.0%     $450,000       $450,000     82.0% 
          Equity               100,000    100.0%            -            100,000     18.0% 
  
          Total Capitalization  $100,000    100.0% $450,000      $550,000   100.0% 
  
As discussed in Res. W-4773, the Commission indicated that some of the projects, 
which includes the $400,000 tank plant addition, were recommended in the DHS 
Annual Report, as being projects that Weimer Water Company, Inc. should 
pursue in an effort to increase reliability.  The requested funding is necessary to 
finance capital expenditures and once the project is complete Weimar will be in 
compliance with the storage recommendation of the DHS.  Purchasing the 
property and constructing the storage tank is a proper use of funds under § 817 
(a) and (b). 
 
We will authorize Weimer’s financing request.  Pursuant to § 851, we will also 
permit Weimer to encumber its assets, as long as it serves to secure the debt we 
are authorizing herein.    

                                                 
4 As of August 11, 2006, the 30-year Treasury bond yield is 5.00%.  The bank prime rate is 8.25%. 
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Our authorization is not to be construed as a finding of the value of Weimar’s 
stock or properties nor is it indicative of the amounts to be included in 
proceedings for the determination of just and reasonable rates.  Consistent with 
§ 824, Weimar shall maintain records to (1) identify the specific long-term debt 
issued pursuant to this order, and (2) demonstrate that the proceeds from such 
debt have been used only for the purposes authorized by this order. 
 
We will not make a finding in this Resolution concerning the ratemaking 
treatment of Weimar’s plant investment or a reasonableness review of Weimar’s 
operations.  Debt costs, construction expenditures and the resulting plant 
balances in rate base are issues that are normally addressed in general rate cases 
or other ratemaking proceedings.   Authorization for rate base recovery shall be 
by separate advice letter filing. 
 
While Weimar requests an exemption from the Commission’s Competitive 
Bidding Rule, since Weimar’s requested authority for $450,000 is less than 
$20,000,000, Weimar is automatically exempt from the Rule for their proposed 
debt issuance. 
 

COMMENTS ON DRAFT RESOLUTION 

This is an uncontested matter in which the Resolution pertains solely to a water 
company.  Accordingly, pursuant to § 311(g)(3), the 30-day period for public 
review and comment under § 311(g)(1) does not apply. 
 

FEES 

Whenever the Commission authorizes a utility to issue debt, the Commission is 
required to charge and collect a fee in accordance with § 1904(b).  Pursuant to 
§ 1904(b), Weimar should pay the fee of $900.5 

FINDINGS 

1. Weimar’s proposed construction of a new storage tank is needed to provide a 
high quality and reliable water supply and to preserve and lengthen the 
useful life of Weimar’s water system. 

 

                                                 
5 The amount subject to the fee is $450,000.  The fee is determined as follows:   
($2 x (450,000/1,000) = $900. 
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2. The proposed loan provides capital for the needed water system 
improvements. 

 
3. The reasonableness of any resulting interest rate and cost of money arising 

from debt capital are normally subject to review in cost of capital or general 
rate case proceedings. 

 
4. The Commission does not by this Resolution determine that Weimar’s 

construction budget presented herein is necessary or reasonable for 
ratemaking purposes. 

 
5. Completed plant additions may be included in rate base by separate advice 

letter, subject to reasonableness review by the Water Division. 
 
6.   The proposed borrowing is for proper purposes. 
 
7.   Weimar should pay the fee determined in accordance with § 1904(b). 
 
THEREFORE, IT IS ORDERED that: 
 
1. Weimar Water Company, Inc. is authorized to secure a loan from Granite 

Community Bank, N.A., or other financial institutions, in an amount not to 
exceed $450,000 for the purposes specified in Advice Letter No. 47-W. 

 
2. Weimar Water Company, Inc. is authorized to encumber its assets in 

connection with the debt issue. 
 
3. Weimar Water Company, Inc. shall file with the Utility Audit, Finance and 

Compliance Branch (UAFCB) of the Water Division, a copy of the loan 
documents within 15 days of execution, and upon completion of the project, a 
summary detailing the amount of the loan and disbursements thereof. 

 
4. Weimar Water Company, Inc. shall notify UAFCB in writing of the 

completion date of the project. 
 
5. Weimar Water Company, Inc. shall maintain records to (1) identify the 

specific long-term debt issued pursuant to this order, and (2) demonstrate 
that the proceeds from such debt have been used only for the purposes 
authorized by this order.  
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6. The authority granted by this order shall become effective when Weimar 
Water Company, Inc. pays $900, the fee set forth by Public Utilities Code 
§ 1904(b). 

 
7. On or before the 25th day of each month, Weimar shall file with the Water     

Division’s UAFCB the reports required by General Order Series 24. 
 
 
This Resolution is effective today. 
 
I certify that the foregoing resolution was duly introduced, passed, and adopted 
at a conference of the Public Utilities Commission of the State of California held 
on January 25, 2007, the following Commissioners voting favorably thereon: 
 
 
 
 
 
      _________________________ 
        STEVE LARSON 
       Executive Director 
 
 
 

  MICHAEL R.PEEVEY 
                        President 

                     DIAN M. GRUENEICH 
 JOHN A. BOHN 

                                           RACHELLE B. CHONG     
                                                          Commissioners                                          

 
 
 
        
 
 
 
 


