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In the Matter' of th'e Appl;(eation of" . ) 
BEN, LO!~rOND REDwOOD, PARK 'rJATER CO~~ANY,) 
1'or::an Order Au.th~rfzin.g "It ,t,o ) 
Increase, Rates for SerVic.e .. and. "to: ) 
Revise_ . Its Regula'tJ.on G~~erning the ) 
Extension 01' Water Mains. ) 

Application No. 3~720 

• • .'1 : ,.' ¥,'" '. ' .. I' ~, 

For applicant:: "Eugene J. Ada1lls, attorney.. ' 
For interested.-parties: Alic-e Earl Wilder and 

. H. D ~ Coon' ,:, ~,in propria personae. , 
For Commission staff:' J OM O~ 'Read er • 

'i ',:',; 

OPINION-'AND OkDER 

", ' '., .'. / •. /r. ',,' , , • 

In this applicat;(on; t£led Septezr.ber 12, 1953, Robert, 
, ~ ~ i', ., I' • , E: A. 1~d.che1sen, legal guardian of the person and estate of 

E: C. Thompson (Ben Lomond Red~oOd Park Water Company), seeks an 
, I : ... , ~ '. ~ i " ~, , ~ 

order or this COmmission authorizi'ng increases in rates and charges 
, -.- , ~ .'; :. , ~.,' . . ' \ .,'. ~ 

for water service rendered in an unincorporated area near Ben 

l~;;;o~d, santa Cruz County, a~d the e$t~blishment of a revised 
~ • I~' f • 

extenSl.on rule. 

Public hearing in this matter was held before Examiner 
-. -"', \ ' ,0' ,foj; • J",ft, ".: 

Emerson on January 2$, 1954 at Ben Lomond. At saicihearing seven 
• . ..' ~ ~, "'i ... I 1, , " I • • " " ... 

witnesses were heard and two exhibits received inevidence~ Four 
• .' I ,~ • ., ~ , • ! ' , , . ' ". . . ii, 

letters from consumers, who were unable to be present; were made a 

part of the record in the p~~ceeding; 
. . .~... . ...;. f.·... ' , 

Ap'Oli-c'ant"s' Posi ti'on and' Reguest' 

This system has been plagued with nJmerous, continuing 
• I'.' . ~ .' t.. I • "j , • ; \ l-

and worsening service deficiencies o'ver a c'onsiderable period of 
~ .' f ,." , I ", ~ . ,,,. , ',', • " : 

time: Guardian for applicant fully recognizes such condition5 arid 

a~k~~ledges the utility's obligation to att'~Pt to make improve': 
, ." 'j' ..... 'i':' _ ' I· •••• 

The estate or applicant, however, is devoid o£ funds 
.' . I' •• , , , .' ': t •• ' • • '.. '\ : ~ I. ' ' 

with which to make even the most ~nor capital improvements and the 
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earnin'gs of the sy s'Cem are barely sufficient to meet the direct 

out-o::f~poeket operating expenses 1 let alone provide f'o'X' taxes, 

depreciation expense and a'fair return on the value of the proper-
.. , 

ties d~voted to public service. Faced with such a situation, 

g'Uo.rdian for applicant seeks a substantial increase in gross. reve

nues with the avowed intention of devoting all of the earnings 

resulting theref'rom to improv~ent of service to consumers and 

rehabilitation of the system. Further, guardian for applicant has 

pledged that any salary to which he mat be entitled, as operator 

of the system, will likewise be devoted to providing better serviee. 

Basically, guardian for applicant seeks increased revenues 

with which to make capital additions and betterments to the system. 

No other source of funds, either through loans or the extension of 

credit, appear to be available until the system may show earnings 

sufficient to warrant the Superior Court to allow'the assumption of 

debt by the estate of applicant. 

A eomparison of present and requested rates is sho~ in 

the following tabulation~ At· the requested rates, guardian for 

applicant anticipates a gross revenue increase, from the syste~fs 

present 114 active service connections, of ~,:,1)09Z on an:ann'U.a1basis. 

Rate Comparison 

'!:cpe of Service 

Annual Flat Rate 
Year-rou..-"d service . 
Eight., months·' servic e 
Additional ~onth, over S 

!v!et.ered Service 
Ann'Ual Illinimum 
First. ,00 cu.ft. per month ' 
Next, 500 cu .. ft., per 100 cu.ft., 

per month 
Next 1,200eu.£t., per 100 cu.i"t .. , 

per month 
Next ; ,000 cu.ft." per 100 cu.£t., 

per: month 
Over 5,000 cu.ft., per 100 cu.ft., 

per month 

-2-

Charge 
Present Rate Requested ~ate 

$20.00 
16.'00 

2.00 

$15,.00 
In 1l1inimum 

0 .. 2$ 

.20 

.15 

.10 

$,0.00 
2:5.00 
,.00 

$27.00' , 
In Ivnnimum 

0.35, 

.,0 

.25 

.20 
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Nature of' EVidence 

With respect to results of operations in recent years 

and as projected .for the, year 1954 an engineering consultant£or' 
, ," . -./" , 

applicant and an engineer of the Commission's staff presented 
.,' ; 

al';l~lyses of the' utility's records, 'physical propertiesand.finan-
,.... '. 

cia1 transactions and position. Books of account for years prior 

to 1953, are lacking and even ro~ 1953 are not wholly complete •. AS' 
" a result, reconstruction of pas.t experience. and current operations 

• II' , 

was undertaken, by both engineers, by reference to annual reports 
. -+ .... . 

• " • ~I' 

filed with this Commission and to historical ccst appraisals, made 

in connection -4th prior proceedings and contained in the 

Commission's files. The respective conciusions of t'hese engineers 

are summarized: as follows: 

Result,s..··-of .. Opera. t.ions 
.-. .. . ...... _._.- ~-.~- .. ' , . ,. 

:-···.'-' .. AE:e!.:Lcant : ~omm:Lss:Lon Start : . . \ ",''''''''' ...... , :Present :liequested:Present :.lte~ested.: 

" 

Year;'19?2 ' . 
Operat~ng Revenues 
Operating Exl'enses 

Before Taxes and Depr. 
Taxes, 
Depreciation 

Total Operating Exps. 
Net Revenue 
Rate. Sase (Dcpr.) 
Rate of Return 

Year:'19~4 
Operatng Revenues 
Operating, Expenses . 
Be~ore Taxes and Depr: 
Taxes, 
Depreciation .' 

~- To:tal~~Op~rating Exps: 
Net, Revenue· ,( 
Rate sase' '(Depr.) 
Rate of Return 

c:. Rate 

$ 2;258 

2,573 
130 
~O8 3,11 (m) 

10ioss 

$ 2,308. 

, 
,( 1 ) 

11, 
loss ...... _- ..... '. 

, , .. '-.'_ ........... . 
_..aI)," .. 

(fled f'igure) 

. . Rate 

$ 3,400 

2;~Z3 
144' 
~OS 3,25-
175 

10,237 
1.7% 

,':'\: ~.)" 

$ ~,400 

, 
,. I l"'~ .. , .• " ;.10 

11,600" 
l.2% 

. . Rnte : 'te : 

$ 2',400 $ 

2,21; 
.. 135 

2,~6g 
(~) 6, 
loss 

$ 2,420 $ 3;55,0 
.. 4 ... 

,. r' 

The difference in revenues, apparent in the ~bove tabula~ 
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for a total of 114 active consumers whereas the staff engineer 
'\I'~ _.' 

ass~ed a total of ~~l consumers. The other basic difference 

results frolI'. the treattlent aecorcied depreci.:.tion expense and reserve. . . . , , 

With respect to depreciation accounting, applicantT.~ 

engineer used the book. reserve, ostensibly accumulated on a 5 per 

cent sinking fund basis until December 31, 1952, and converted to a . '.... . 
straight-line remai~ng life basis for 1953 and 1954: The stai;£' 

engineer, on the other hand, conc1~ed that accruals on the 5 per 

cent sinking fund ~asis had been incorrectly computed by applicant 

in prior years and therefore determi~ed a corrected theoretical 

;-e~erve, computed t~ December 31, 1953, frorr~ which date the 

straight-line remaining li£e method was app-lied for the succeeding' 

period. AS a resu~t, the depreciated rate case developed by the' 

staff engineer for year-end 1954 is ·~.2 ,055 lower than applicant's ' 

engineer f s avcr.age,::year. 1954 rate base:, 1!,~ile such. differences II".ay 

have theoretica~ sign~ficance in this proceeding, it should be noted 

that, under the st~£f-calcula.'!;.ed results, the practical matter ~~ 
, 

that to raise the indicated rate of return by 1 per cent requires· a 
:. 

difference of only ~$3 in annual net revenue and that estimates ~~ 

the total expenses of operations can se~dom) ~f ever'1 be II'lade' t~ 

such a degree of. precision. 

Of greater signi£i~nce in this proee,eding is the very 

real and practical, problem or und~rtaking sy:ste~ improveruent$~ 

Gl.4ardian for applicant, his engineering consultant, the staff 

engineer, and consumer witnesses alike agree that the proviSion of 

increased water storage, to assist in aleviating Shortage,s during 

peak periods, is of first concern. Next in order of impo~~c'e is 

the replaceIl'!ent or undersized and deteriorated water lines. Third 

in importance is the obta~ning of additional water at :tl?-e ~ourc~ 

of supply. 

-4-
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It is clearly apparent from the record in this proceeding 

that the long-developing ills·, of this systen. cannot be cured 

overnight and that a gradua.~, and orderly step-by-step plan' of 

rehabilitation must be followed. The engineers are: in agree~ent 

that a new storage tank is requ1red,a~ about the,690-foot elevation 

point on the syste~~and have estimated: that . the.' complete installa

tion.cost,thereof will be of the o;rder of ~2,500.to $.3,000. Such 

project, in our opinion, should take first priority of action even 

though improveruent .0£. service to:' consumers at higher .elevations may . 

not,be accomplished directly therefrom. If at all possible, such 

tank. ,should, be opera'tive before the summer season of '1954. In 

addition, a'bout 500 feet. of undersized mains should 'be.repla.ced 

annually,and the capital, costs connected therewith are estimated at 

$750 . per y.ear., Such main replacement should first be done a.t the, 

higher.,elevations so that those consumers whose service iS,not 

1mproved:'by'the new.tank may next be accorded relief.. There is no 

question., that ,all ,o£' the recommendations ;set forth in Section A and 

B of: Chapter. 12 of Exhi~it No. :·2 ~n: this'::proceeding should be t 

accomplished in the shortest ~ime ; practicable., . ,.,' .: 

Present consumers earnestly ~eCi'llest .this Commission to, 

prohibi~ the'serving of new and additional consumers until such time 

as the current needs·;of tho'se already c.onnected·,to the system are 

met.· :In view of all of' the evidence in t.his proceeding we oonclude 
',' 

that.;;'Such· a' restriction is essential and the order herein will so 

provide to' the extent considered practicable·. "" ,"( 

Consumer Interests 

On this utility sys~em the interests of consumers are 

presently so intimately interwoven with those of t.he utility opera

tor as to be almost inseparable therefrom. If funds for impro,vement 

are not forthcoming further deterioration is cert.ain to result and 

'both the utility and the consumers :o:.ay find themselves in a much 

-5-
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worsened condition. It is fundamental that no utility may' be£'orced 
. 'I" 

to operate at a loss. Neither may it be required to make capital 
• Ii' • I '. • '~ .\ I; . " . , I. I " 

additions beyond its ability to pa.y for or to finance them. The 

situation confronti~g utility and consumer alike'is one requiring 
, .. 

thorough understan~ing o£ their mutual as well as their respective 
, . I. ", i. I. ... • , . I • • \ • 

problems and a mutua~ly cooperative effort to meet 'both. Should 
';1,. J • \ 

this water system not be systematically rebuilt consumers, may 
" . 

eventually £ind themselves completely without water and the ut'ility 
. J,,'_', ; •• :'" •. ,": • ., I. ,I. r .' ) 

find ~ tself' wi th neither S'/ stem "nor ;9atrons. The only present 
• ""1 , I. : • ''', t • ,,' '\" 

source of funds to correct the' situation lies in revenues. obtained 

from the users of the system. It behooves all concerned to permit 
• ,.' •• - oj\ ' 

no wastage or extravagant usage of wa.ter, irrespective ,0£' the,price 
, ' 

'I '.!, '; ',. 

paid therefor" and to permi t no tampering with valves' 0 r other 
, 

l'· , 

facilities or the system. . , . , 
Recriminations respecting faulty past actions, past 

. ".' 
operations or past bad faith will not alter the p:r-esent pla~n facts 

.. , .... 
that the utility is in a financial situation and that consumers, are 

",' , .~. 

in a service situation that, we are convinced, are practically 
." I " 

equally precarious. In the plainest o£ language we point, :,out, that 
.. ~ ~ \ . I\,. II L I ,-

at the present time consumers of this system will best help·· them-
. ' ; ~ 

selves by helping the utility. ~ve arc convinced that th~- sincerity 
; .' • ' I .. " • I"~ I ). 

of the present operator .in attacking the problems 0·£ this utility 
" 

. ," 

will produce worthwhile res,ults within a reasonable period of time • 
. . ' 

Conclusions 
. ; ·'·Y ~ 

1-Ie conclude that this utility has clearlY' demonstrated its. 
11 "I: 'j 

, • I ~ • t 
., 

need for and entitlement to not less than the increased revenues 
" , . 

which it seeks. ~or the purposes, of t~l.S proceeding -we find, the 

following to be a reasonable representation of: the projected 

-6-
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results of operation ()f this sy's'tem during the year 19,4 under 'the 

rates requested by app:11cant: 

'Operating Revenues, 
Operating Expenses. 

Before Taxes and· Deprec'i ation 
Taxes. , , 
Depreci ation (Str'. t· .. '-,Rem .. Li£ e ) 

Total Operating Expenses 
Net Revenue 
Rate Base 

Fixed capital (Average) 
Depreciation Reserve 

Depreciated· Rate- Base 
Eate or Ret\lrn 

t.3,..450 

·2,500 
300: 

3l~ 
'200 

14,300 
~,800' 

,$00,. 
2.1% 

It is clear that the utility will not earn a full return 

o·ut will halt its losses under the requested rates. Guardian' for· 

applicant t.esti.£'ied that it was his intent to defer the seeking ot· 

a full retu:rn UIit·il the service rendered might warrant such a 

return. ~Je finct such position to be in the present bes.t interest 

of :utility and consumers alike. " I 
I 
I 

those 

I 
The 'rates hereina:t:ter authorized will be substantially' , 

I . 

requested by applicant., However, in recognition of the fact 
I 

that tbe entire system must be maintained in operat:i .. onthr~ughout 

the year and th~t it can neither be expanded nor contract,ed to 

meet or offset the seasonal deruands of consumers, the seasonal rate 

will be applied to a 6-ll'.onth period rather than·the present $~m6ntb 

period. 

In view of the fact that extension of :t:acilities to 

areas not now served will b,e restricted, action respecting the 

requ·estea revision of the utility's main extension rUle Will be 

deferred 'until such time as it may be of practical significance. 

Applicant T s: flat rate billing is once yearly· in advance 

o'f service-. Bills for the year 1954, under present rates, have 

already been rendered and are now past due. We find, however, 

that the rate 'relief to be accorded applicant ·i50f such urgen,cy' 
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. . 
as to require and warrant that the rates authorized herein be fully . .. 

effecti ve for the £U 11 yea; i954: We shall authoriz e rebilling of 
., 

services, therefore, so that the new rates will be effective as of 
:'. 

January 1, 1954. 

It is hereby fur't,her .found that the 'increases in rates 
.. ' 
, t .. , 

and charges authorized herein are justified and. that present rates 

and charges, in so far as they differ froIS. those hereinafter 
I 

authorized, are unjust and unreasonable. 

Based upon the evidence of record and findings r~lati ve 

thereto; 

IT IS HEREBY ORDERED as follows: 

1; Applicant is au~horized ,to file in quadrupli
cate with this COmmission, on or after the 
etfecti ve date o£ this order. ,and, in coni'ormi ty 
with the provisions of Gener.al.·Order No. 96, 
the schedules of rates, attached, to this o'rder 
as Appendix A and, after, one day's notice 'to 
this Commission and to the .public to make said 
rates effective for all service rendered on 
and after January 1, 1954: .Applicant is. 
further authorized to make an appropriate re
oi1ling of consumers for services to oe 
rendered during the year 1954. 

2. Applicant shall immediately undertake the 
installation of a water storage tank at about 
the elevation of 690 feet, together with 
appurtenant'fixtures and larger sized. mains; 
in accordance with the discussion thereof 
in the foregoing opinion. 

:3 ~ Applicant SM 11 not furnish water to any new 
or additional subdivisions within or adjacent 
to· the existing service area, or to any individ
ual consumers which require extension of 
existing main facilities to areas not now served, 
except upon a showing, satisfactory to the 
CommisSion, that applicant has procured or there 
are available to applicant, sufficient quantities 
of water and ade~uate-sized mains for rendition 
of ade~uate service to existing consumers as well 
as to sucb new or additional consumers, and Until 
the Commission 1 upon such showing shall have . 
appropriately modified this order. 
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4~ W1thi'n.::-,n1n:ety days after the effective date 
of' this.-, ord~etr., applicant shall file in quad.rupli
cate _!'11~h:: ~i:s. Commission"~lin:, con!ornAty with 
the. ~r.oyis:ton:s; .. of General Or.der No. 96, copies 
ofj-a, tar,1£.f;"ser:v;ice area map< and of rules 
reflecting pr~sen,t:-d._ay practices ana. relation
ships with its consumers. 

~' • • ! • I r~ '. JIt, t. . ~ t I ').: • 1 .,... ,.~ 

Th~ er£ecti~e dat'e of this order shall be twenty 

after ':hc~:tet:~~ctI\M; California, this 

1954:._ , 

dayS 



.' . 
A-34720 ET 

APFtICABILITY 

Al'FENDIX A 
Page 1 ot 2 

Schedule No. 1 

CE!l.1ERAL METERED SERVICE 

Applicable to- W met~red water ~ervice .. 
: ~ I ,~ : 

TERRITORY 
", ,;' 

.. _:~', ·:-,;!he unincorporated comnunities of Ben Lomond .Redwood Park, Rowardennan 
'Redwood,:·Park .and Lomond Terrace, and vicinity, south or the col:DIIllln1tyor 
Ben Lomol:ld, Santa Cruz County. 

Monthly QuantitY' Ra.t~3: 

First 300 cu • .ft·. or less, included in minimum charge. 
Next 500 cu • .ft., per 100 cuOort ........... .. 
Next. 1,200 euOo£t., per 100 cuOof't. .. .. .... .. 
Next 3,000 cu.!t., per 100 cu.rt •• .. .. 
Over 5,000 cu.ttOo' per 100 cu.tt ................ . .. .. 

Annue.+ Minimum Charge: 

For 5/8 x 3/4-inCh meter • • I; • • • • •• • • • • . . ., . 
The Annual 1I.:i.nimum Charge will entitle the 
consumer to 300 cubic teet of water per month 
on a noncumulative monthly consumption '0&$13. 

SPECIAL CONDITIONS 

Per }iieter 
per lw'!onth 

$0.35 
.;0 
..25 
.20 

Per Meter 
per Yenr 

$27'.00 

1. The above annual minimum cha.r~e applies to service durin~ the 
calendar year commencing JrmUllrY 1 and is due in advance. . 

2. ~ges ror wa.ter uoed in excess or 300 cubic teet 'Per month: 
will be billed monthly. . ",:. ~ ~, 

',' 

3.. In the event ::Iervice under this schedule is requezted by a.. 
residential customer, a. meter will be installed and said cU3tomerw1l1~be 
required to deposit $25 with the utility at tM time the meter is· $49t~ Such 
deposit, will be rerunded as 3. $5 annual credit on !uture wa.ter bills until 
rotunded. Upon establishment of metered service to a commerc1a.l cu:;tomer" 
such c~tomer will be required to make a like deposit subject:'to t~ 
same provizions !or rerunding. . 
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APPLICABILITY' 

APPENDIX A 
Page 2 or" 2 
. ',< ? 

Schedule No. 2 

RE6IDEN'I'IAt ~ ~ .-SERVI=.;.;..;;;.;C;.;;;,E 

Applicable to all flat r&te water 3ervice furnished to residential 
consumers on an a.n..~u.al or ~ea~onal ba.~is. 

TERRITORY 

The unineorporateo eommunities of Ben Lomond Redwood Park, Rowardennan 
Redwood P~k and Lomond Terra.ce, and vieinity" south or the co~ty or 
Ben lomond, Santa. Cruz County.. ' . , '. 

RATES 

Annuo.l Service: 

, For Each Servie~ 
,Conneetion per 
Calendir Ye"r 

Permanent or ~easonal reeidents who reque~t 
service for the entire calendar year • • .. . . . . 

Seasonal Service: 

Sea~nal residents who request ,ervice tor any six 
consecutive months or 1e'3 during the calendar you 

For residents taking service on 4 seasonal basis who 
request service for consecutive montho additional 
to the :six-month period. covered by the above 
~easonal service charge 7' per calendar month or 
such ad.ditional seX'Vice • • • .. • • .. • .. • • .. 

$30.00 

2$.00 

Per Month 

$3.00 

SPECI~L CONDITIONS 

1. The above nat ra.te charges a.pply to ,ervice during the ealendar 
year commencing J anua.ry 1 and are due in advance .. 

2.. All service not covered by the above classifieations will be 
furnished only on a metered basis~ 

3. Mete~ may be installed at option of utilit.y or customer tor a.bove 
ela.ssifications. In the event a meter ie i.~talled at reque~t· or cutit.omer~ 
,aid euS't¢mer will b~ req,uired to deposit $25 with the utility a.t the time 
the meter i, ~et. Sueh deposit will,be refunded as a 15 annual credit on 
future water bills 'Ulltil refunded.. If ~ meter iz inetalled at utilityf ~ 
option, no deposit will be ~CJ.uired. Upon installation of /JIJ.y meter, eerviee 
thereaiter will 'be rendered only on the basis or Schedule No'. l,'Cionerru.. 
l'J.etered Service. . : 


