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Mountain Charlie Water Works, Inc. (Mt. Charlie) is a' ";';'; 
small Santa cruz Mountains water'system ,in Santa: Cruz,: county , begun 
in the':, 1960' era by a retired. 'Navy engineer"as a proprietary system r 
soon expanded., to. accolllltlo<iate neighbors.", and later ~ 'further '·expand.ed' , .' 
by the owner to provid.e water 'to his real' estate d.evel'opmcnts' in' , ~ ., 
the area. The service area, today ~ot. approximate ;2;:000-aere'"size~': _. 
is over an old aband.oned 109'ging ,tract threaded. through "by. two>: " 
paved-over logging roads whichoriginate·'trom Highway 17 ,'::on 'the 
Santa cruz side of the summit,. north, of, SeottsVal·ley. G.':',Mt;.<Charl-ie:, 
creek generally bisects the'~'area between ,the' two roads,;.-::dropping ,:" 
approximately a thousand feet in' less than two' miles' in,very-rugged' , 
terrain. Steep slopes and deep ravines' in ,the mile-wide area ':" " 
between the road.s conceal a 'lnazeo.f old logging,traiJ:s, ',some' of ' 
which are, partially paved to., provide: 'access ,to. residentia'J; '", 
structures,., many in the over '$3:00,.000 range.;: , " ','Y 

Its water supply is diverted "tromMt~'Charlie 'and' Mil,l'er<), 
creeks into. receiving tanks ,where' it is chlorinated;..and pumped up, 
to a nUl1'lber o.f small storage .tanksath.igherlevels~: thence 
distributed by gravity flow andj.orpressure'. tanks through :,' :,' 
d.istribution mains to individual residences ~ .' Because ;0·£.' the,:'wild. . 
terrain,.. unstable hillsides,.. and winter storms:,: ,breakdowns are '. 
frequent. SOme ,customers have installed: their 'ownho.lding :tanks.: 
Never constructed to our General order. (GO)"' 103 'standards;.service, . 
across the years has varied depending on location. Mains are 
undersized, cannot meet fire flow requirements, and. there are few 
fire hyd.rants. Higher elevation homes have been especially subject 

to sporadic outages. The primary source of improvement fu~ci~.~as: _, 
been from .extension and'.connectionfees.; .. Nonetheless,. de.spite<the 

.. ,I.e.,.' . 
• ....... "I' ... 
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rudimentary nature of the installati.on-,:until recent years and an 
influx of formerly ur~an residents, principally at the higher 
elevations, the system had provided acceptable "make::do'~~serviee··'to:·~ 
mest customers without regu1ation. 1 Today, the system serves:'.·14~57.·; 
homes. , .. ~ , , , ":';: :: .:.: '., J' I~ 

.·In~the fall of . 19S7 " after a .:long. campaign:;to:,obtain 
support, about . one-sixth oftheeustomers ·filed a. compl·aint;.:.Case 
(C.) . 87-09-00S,regardinc; service,.. .. with the.Commission.··· The .. 
utilityownel::Ship was involved':in.an:internecinel'awsllit~'which'l:eft·( 
the management in the hanas'of attorney Wester Sweet,.. it's' 

president •. A second. year of d.rought, .. :the<June 27, 19.8a.,:earthquak'e~,. 

and a severeeleetricalstorm all·· served the system"Dad.ly, '·.drying' 
up er reducing creek. flows and .damaging'the system,.resulting·.in: 
severe and.prelenged disruption of service. ' Mt. Charl:iein":recent 
years.has not Deen profitable, and :has re'lied upon "'heok-up" :fees '. 
charged for extensions and connections tOo' make repairs as'needed . 
and to.enable it to continue in operatien ... The Health'Oepartment. 
imposed a new service moratoriUIn which has cut off· the::cermection 
fee source of funds for repairs.' . Centinued,drought into· 19·8·,9,.·.· 
followed.. by the .October ~ 7,:' l:.98:9LQxua . prieta ·earthqaake (centered 
nine, miles .beneath the system's service '"center)" devastated: .the· '. ' 

systexu. Ouring this-period .the Cexum;i;ssienheld. local. hearings and .' 
issued six interim decisiens .authorizing emergency measures .... :, 
including: lI1andatorywater conservation,. 'extensive water hauling;. 
b~1~nein9 aceounts· .w.i th surcharges,. and tank .repl.,.cements: (see: 
Decision (0,.) :88-09'-071,. 0_89-01-01.8:; I>.'S:9'-0·3-0·SS',0.89:-09-0Z8:,:. 
0.8'9-1'1-030,. ,and 0.:89-11-069" in C;;.8:7-09-0·0·8:)..:.. '. "":-'~" .,.'. , . 

" .,' 

'f"." . '~~ ". , : ... ' \ '" { , "',, .. -, ...• ::, :., 

" J,.,' 

1. ,-:::;[n·.1972,.. at the prodding, of, santa:CX'Uz<:county.:authorit±e$:;:' the:A 
management of Mt. Charlie had approached.. the Cemmission seeking 
recognitien as a public utility and staff guidance in seme system 
censtruction work. This appreach had been unsuccessful .. 

_ 3 r._'.: ro, 
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The initial 19S7 oomplaint also questioned·:{ra:ees-.::-,;,~::::,:'; ,: ..... ~" 
Accorciingly" our decision'" (D'.87-09-0·32")r,lreeoqnizinqut,iJ:ity status 
int~r aliaoraerea· management to' prov;i:t:1e full· assistanoeito, our " ,." 
staff in its., conduct" of. an auait. "Fraq.mentary accountin~r,:and:~",',,' 
financial records from before, Septexnbe:r, of 19S7, made: ,an"audit"", , , :~ .... 
almost impossible·, ana when' completed" ,of, limited, value;.." :Recoras.'.; 
after September of 198-7 had been, mainta-ined ,on a cash ,basis ,;" 'not in ' 
compliance with the accrual method we~ prescribe in the"Uniform .. , 
System of Accounts. Auaiting; di-fficulti'es held, up, staff",'s"report 
until May 19, 1989. ,Nonetheless,'an' outdatedgeneraJ.: lec1qer,' ,,' .. ' 
feaeral tax returns (1984-1985), ana an unauc1ited June 30"l.9'8.s·~:·,,:~: 

statement" coupled with field.: work,fina-llyled to a aetermination, 
albeit not verified to any ,desirea- extent,. that at the', enc:t.l' of, 19'5,S::' , 
Mt. ,Charlie's utility plant in service was' approximately, $22'6,8-47" •• ' 
And basea on actual 1988 ,operating revenues,. collected. and" I>' 

uncollected" ,and actual operating, expenses, ,the audit -indicated 
that for 19S5,Mt. ,Charlie sustained" ·anoperating' loss;. estimated. to' 
be, not, less. than $8.,300, and. reeeived no-return,at all'. on ':, , 
investment. 2 , , '".' . _' .. "/' 

:' ':. .... 

..... ~,. , 

" .~ 

• -'j 

2 In -the tali" of 1988, before' co;~i,etio~) of: ~~: ~i~f,i;,~.~~~i ~': In''~ 
1989, Mt. Charlie had suppli'ed" sta:(f'- and" the--adlUinistrative'"1l'aw" '" ,'", 
judge, {ALJ) :with,,:an eight-month,,: (Janua-ry-August":.19'8S) ,.:printout of 
its checking account activity covering revenues. and expens,es paid 
in that eight-month period. ' This printout indieatedave·raqe'· . ,: 
monthly revenues. of $5,039 VS.' average m.onthly expenses~.paid-:of, "" "~ 
$7,246. Som.e of the expenses paid were, open to fur:ther, ' . 
investigation or question, but at lea'st' anaveraqe' per month"'of' ' 
$5,325 appeared on its face entirely reasonable •. Thus,' projected. 
through for the full year 1988, the printout inaicated operating 
losses of'l:>etween'$3,43Z and'$23,052 for'the'year; with nO'return 
on investment. This tends to support staff·' s subsequent', aUdit· 
report of losses and no return (see discussion of this printout 
with complainants' attorney in the 9/26/eS transcript, pp .. 211-221, 
C.87-09-00S). 

- 4 - ': -
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The captioned" Application ;"., ":,,,'~,~, ,I)'. . '. , - , " . ,,-:':' 

'The: Mt. ,Charl:'ie>:lnMaqexnent: ·then.sought ~tc).:: recti,fyi: :thts-'«::"/' 

financial problem and, with: asSistance, o.f' Water~·Branch:·:o:t:il'ities:' 

Engineer: Kachur ,'undertook preparation '0·1' a rud'imentary· appli'cation:',', 
(in advice letter for.mat) seekinq:'a-very 'sU})stantialrate>increa'se·~· 
Interrupted when much of i ts.physica:J:'plant was either utterly' .' 
destroyed, or damaged in the· October 17, "1989, earthquake~,:the:"'" 
utility nevertheless on November 30, :198:9 filed~ the'appllcat~i'on;,'" 

noting that' 'in. addition to the ra.terelief,:' heavy capital> ',' .. 
investment' would be required: to, replace: or repair systexn, 

~ ... 

components. ' , ,. ..-
By'.the captioned application, Mt. Charlie ,asked:,:for::-" 

authority to' increase its present· rate$.; $180,69 O-;a' iss ~'6% ,~::; ; , ,' .. , . 
increase.'. Present rates consist· of 'a· minimUln' ·charge~ 01'$3:5-, for 'the~:': 
first 500 cubic feet of water' or ·less-per month" and~· a:' rate of " 
$4.60 per hundred cubic feet ('Ccf) \ for; all' usage overJSOO, cub=ic' 

.. 

feet. The proposed rate woul:d consist ,of· a $64', per month· service .'" 
charge, and a quantity charge of . $14.'S0,: per· ccf for:' all water: used."" e 

On March l6, 1990, the Water Utilities Branch (staf:!), . 
distributed its report on Mt. Charlie's application. This report 
takes exception to much of the application, and would continue to 
base rates on a minimum charge with a quantity charge for usage in 
excess of the minimum. Staff's proposal would be a minimum charge 
of $25 for the first 500 cubic feet or less per month, and a -rate-' .. 
of $6.85 per: ~cf f<?r usage 'over sooeubic',,' feet. " ...... :,' ',~ ::,;', . - ': . 

A d.uly noticed::pul:>l'ie hearing··was"· he·ld:l:>eforeAIJ-:::'John·'B::·:,· 
weiss the 'evening of, March 28, 1990' iIi'the c.: ,T., .. E~qli~h,.-Miad.ie,; _ .. <" 

, • ,..' • '. _ • • • • oJ ., ., "~ , '"_ 

School on· summit Road. in the' Santa'·, Cruz Mountains above:: Los' 'Gatos~ ... '~ 

Approximately 60 customers attended~ :Mt. ChaXoli.ep~es~nt~d.:.;:",~,.;>·/-:T 
evidence' through Mr. Black, its a'ccountant; Mr.' Oro'zco,~ 'its::water:· ,::; 

• '" _ • ",. _. .' '." ' '" ,I i •. ,' ..... """1'-" _": "",' ,c .. > 

main consultant; Mr.~ Lew, ,its,~ookkeepe'r;,.and"Mr~ sweet,.:' i:ts, .. ",:,_:~, 
president·. Staff presented evidence ineluding '-its March~'l6-; :-1990··· :'.':' 

',; l.~·· '.'.::-:,' ""') :"::r'-,'::':Y:. 

- 5 - ,', ~. 
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report through Mr. ~ Kachur.' "At: .the: conclusion, of, '. the'·,:. hearing the 
matter .. was sul:>mi tted;. '" . ',\ ' ... ,: . ,:': ',:;:(:" 

Shortly therea,£ter,' in attempting, to prepare i a draft:' 
decision, it became apparent. to . the' A'LJ', that the . intormation'· in: the , , 
record on prior "hook-up" charges collected, over,'the-;years'~wa·s.:.'too ., 
fragmentary and inconclusive to. use .. '':'As ,this evidence was.:: 

necessary to determine an' appropriate rate base,' the Al.J by Ruling. 
dated April 11, 19'90 reopened' the proceeding., to permit, distribution 
and return of questionnaires from.' the Mt. Charlie customers'" 
providing specific information. Responses,were slow,but by'early 
June 1990, 8&, replies were. received and-accepted into evidence as a 
late-filed exhibit. The- proceeding was, resubmitted, for decision. c. 

June 30',,19'90:. ,I . >, . ',0""' ',' 

Diss:gssion,,' -, ):.' , . 
The principal'., probleJIl con£ronting.· the ' utility 'and-:. the" 

Commission in thisini tial rate proceeding ;i$ . to' (establish a,., rate 

base for Mt. Charlie. Unfortunately, du.ring.the 15 or. so: years 
prior to 1987 when it was determined to be' a: public: utility-,: 'and· 
therefore subject to CO:mlnissionrec:ord-keeping requirelnents.~ 
Mt. Charlie retained few records, and what records it,'kept-.were 
scattered during ownersh.ip' dissention after ,the' death .. ofits.:.:.· 
founder,' and < subsequ.ent ~ lawsuits. ' Thus,. our ,first, task ,is,·' to, .. ,',,:,, .. ,) ... : "J' 

construct a, rate' base determination: from what :records,we"have~' been' 
able to; obtain., :' . " ' ,'" " , '.' " 

The Ba-teAse· ...... ,.' ". ,': . ' , 
Mt.- Charlie made • its, first', attempt·; 'at . an': Annual~: Report "._ 

filing with.. the year 1987,. and.in·Water Plant .. in:..service:under:.: .. :,.,,'" 
Scheclule Blisted _ appropriate oj. tems ,. totalinq., ,$3 94.,211;" , .. " ;Its.:" 1988::" , 

Annual Report listing totaled- $409,'3-550 .. , But neither report: :;;.:- , 
included any entries for Schedule- C - 'l'he: Reserve .£or Depreciation., 
of Utility-, Plant.. And neither report made any entry:i:for -:::' \: ". , 
Contributions:' in, Aid of, Construction ;in /Sehedule A •.. ' No:', report" at~I' :" 
all was filed for 1989 .. 

- 6.- ';" .... 
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Clearly. the' water plant:. in/service' in...:,~ate·19S9:,·~when··the·:'·.~ 
present application was being prepared for filing;.' ,consisted',of-::a:"":';,·· 
large number of transfer' and storage tanks, pwnps;.,:pumping:~: 

structures., distribu.tion mains:,. hydrants ,.' mete=s:, wells~some· 
transportation and construction' equ.ipment,.' spare:, parts: and-' :: ': ... "".: 
materials plus land sites and' access roads. Our. staffi: in,'the 
May 19, 198-9 audit report :by our Auditing: and Compliance Branch,. 
taci tly recognized this fact, and. included a statement listing.'. 
utility plantas of June 30 ,. 1985 at $373,,2"93,. ,less accumulated 

<iepree:i.ation of $15$,537, for a net plant of $217 ,. 7'56 ~:Staff 
qualified this by stating that while·, it bad viewed the' water:. p,lant;. .. 
it'lllas' unable to verify the· cost, of' the plant, ,'or the deprec'iation . 

reserve, because of the poor condition of the accounting: records.· .t'; 

Then, by adding verified capital additions between Novem:ber::'of: 19:8:7 '.' 
and the end of 1988, staff estimated the net' utility plant. in 
service at the end of 1988 to,have'been,1ibout $226,84,7. 

Mt. Charlie's captioned· app,lication, filed. in advice" 
letter estilnate sheet format, sets forth beginning of,'test year 
1990 balances for average plant. and depreciation reserve:' 0·£ ,'; ." 

$426,476 and $243,77 5, respectively." Tbese', were obtained," as·, .. 
testified, ,by Mt. Charlie's graduate ,accountant witness~ during 'the 
March 28, 1990 public hearing, by taking: the utility's' tax:. returns. " 
for prior years, prepared byeertitied . public accountants",and 
using the fragmented records available. After adjustments.fQr> 
additions and retirements, the accountant testified he obtained 'a .. , .. " 
balanee'of $49:0,7.06' . (averaqe plant ,$458;(591), for-the End. of Year 
Plant in service. Adjus.ting: for depreciation expense (using:,'" 
.0702%), he' stated, he' obtained a" balance o£ $27'0',375 .. (average' ,,:,' ..... : .• ' 

depreeiation~' reserve··.$Z57~075) for. the' End of Year: Depreciation' .. ; .. 
Reserve'. By taking the beginning of year balance for' plan.t, (,less :.:.' , 
the land) of $426,476,deduetinq the"beginning of,' year ,depreeiation:: .. :­
reserve of $243-,775, adding ,back the 'land : value , (.$7,9 ,SOO:)',:plus·:. :-;'::> 
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working.cash. C$17:' ... 967.'), and' material:s. :($3,;.00,0)",: ~h.c" obta:i,ned)h::ts: ~ -',~;":;<' 
proposed rate: 'l::>ase' , of '$22 J; ... 723: ,used 'for ,:the' appl icati'on,~~, . :;: ,:~ : , .; , ;7 ;,:,.' 

'" But 'the' major flaw-of, Mt~,·Charlie's ,propos:ed:'.$221;,:723:' ';'::', , 
concept of, rate}jase :-(assuming weaeeepted : the tax'retunt·;'and; " 
fragmentary record. ,derivation). is ,that nowhere' has-any ,,'-,,';:J:::i,.': 

consideration been ,made o,f ,extension'and .. "hook-up'''' '-fee's. coJ:lected' :.' ;~. 
from many of theconsuxncrs overthe,:years.: The':overwhelming'.· 
xnajority of re9Ulatory- commissio:ns;,in.:thel :United ,Sta.teS: h'av:etaken:"·' 
the view that . public utilities cannot be permitted ·to· earn on, . 
eontributed funds,:. and:that such "contributions must'be'excluded 
from rate base.,3. The general praoticeis.that it is' theduty,'ot.· , 
a water company.'to' make connections ,'and install the·:meter· at" the 
company's own expense •. This-expense then }jecomes a, part,ot"the 
monies properly chargeable to-' 'its, capital account and is.' '.' " 
necessarilyconsiderecl inestablishingrate~ for· ~water~ ,servlce.::.: 
California.has long adherecltothis coneept.(l2.9..Q.l.ey v'Peoples Watex: 
~ (1913)~ 3CR.RC 948', 9'53-955). ., .' ->-, "',,'1 •• '.' 

, ,'. The water Branch staff, .. in its most recent, report 'dated:: .... :. '. 

March 16,. 1-990,. recognized this .. ,tlawin Mt. '. Charlie's :appl:ication:~. 
but would adj:ust for it in too draconian a, manner.;, . Sta:ffj·,proposes:;;:: 
to treat all utility plant in service ·prior .. tothe:,Cowni'ssion"s".::, .. "/ 
assumption of jurisclietion late "in,., "198'7. as. ,having .. : been.wiped: 'out :by':;. 
these contributions. It would impute .an arbitrary: '$5,500:. average··.·· .' 
for each· .customer 'as a connection .fee" therebyarri'Vin9'~:a.t" ·a:··':' 

I '" ' ..... ~. ';'.~.', - .. "~~)' ,", .:~ 

," 
~ .", . 

'. <." ~ ,:; ~' ." " "', 
.~ .,,* ... ".1 ...... 

;, _ '._ "'; .,1' , •. ;:"; ....... .r.". , .. '; • .1"'~:\.I,:,j::;; \~:'."'~ .. '~.~~', . .: ,,~ ..... ,,:,~.)(I .. :.~ 
3In 1 Priest, Pripciples of pul(lic tttility R~Crulation,,~ p •. 177, .. 

it is' said: "'Court 'ancl ColtlXtrission decisions holding that" ..'.", '., 
contributions in aid Qf utility .construction·must···be excl-ucled.-·:from.;,:; 
rate .base have l:>een so uniform as probably not, to. require cletailed. , 
citation." . In essence the rationale is that it woulcl be"" .' , .... 
inequitable to require conswners to pay a utility a return on', ~. 
property which in virtually all cases they, not the utility, have 
really paid for. To allow a rate of return would provide the 
utility with recoupment of an investment it did not :make. 

- s --



A.89-11-031 ALJ/JBW/jft ! ' 
') ... /\ 

contribution,;total wh·ich woulc:lfar.exceed.' the, utility':'s pl'ant".:: <.~,~\;' 
estimates.. Having.disposeo;of ·all.plantin: service- before,':. .... " .,:(:< .. ~'(; 

September. of: 1987 ,staff would ascribe ' .. to, .plant.>::in. service: only 
that equipment installecis ince- .. comxnissionrecogni tion .. <.:' 'These new, < '.J 

pumps, motors, small transfer tanks,. piping, etc,_, ,.would. be. va:lued/~~~ 

based on· staff's verified inventory,· receipts available,..:and, •. 

catalog data, plus two· weeks' labor cost. Accordingly.; staff ., ~ . .".,' , 

proposes $l6, 9500.. . Si:rnilarlyexcluding:. past d.epreciation reserves,;" ': 
it would lilnit the present reserve ,to $1,;695 (lOt of·$16;,:9"50).,., " .' 

Using the sa:rne simplified method, for s'J'nall water, utilities.'·' :. ': 
described in Stanciard: Practice 'U-l6, (as was used "by Mt_·.Char:tie in':: .:. 
making its estilllate) but with .staff'.sdifferentexpense: estimates.., ,' I, 

staff calculated working' cash, to be' $2',240'. It·also.:woU'ld al'lcw'"1-::;:.: 
only $1,000 value' to Mt.Charlie's stock of materials ',ancl,:supplies;" . 
(versus $3.;'000)-. Staff thus proposes a, rate base'of$1s:,4,95~' " 

But staff's proposed rate base, basec:las. it is'upon' an, 
.~ 

>.,t 

arbitrary imputation of $797,500 ($5,500:'le l45 custo:mersy to 
"hook-up" fees 'to wipe- out all plant vaJ:ue existinq'-i,n, September of 
1987 for rate base purposes,' cannot be" adopted., It cannot' be 
supported by the. evidence or equity.:: The testimony at: ... the; .~, : .. ' 
March ZS,' 1990 hearing, uncontroverted by any of .themorethan· 50;" 
customers. present,. was that the hook-up fee,. when.assessed,:;rwas.. 
substantially less;- that only after a drou9ht· in .l9'i9'-~98;0: .diet it,···. 
rise to $6,.000,: and then·.to,-$7 ,.s00·, :aricl·that nO"· more- than;:~ive or ". 

six of such assessments were paid. The further testimony was that 
until the early 1970s, when the system was expanded :beyond its 
initial core area on Pierce, Mt. Charlie, and Old Japanese Roads, 
there was no hook-up charge. Sweet testified that beginning' about .. 
1970 the" initial hook-up' 'fee' for newcome~s·was:·,$soo."·'.:':;:Itwas'wh:en - . 

•• ' • • .... • • , • ~. I.. ~ •. ' _ I ' , 

., "~I 

, ., 

the systelXl"1!lains were extended across ·to HutChinson, :Debbie,: ·and .: '.';. " 
Oak Flat Roads, that the fee expan.ded"to$l,200; ,$i~'soo;:: and';l.atei',::'·' . 

. '.. .. »' . '," ~.. I,~ • 

to $3, 000 ~ '. ". . ... :''':: <:.:." ,",'. .,. :-:.',;': 
, .. '..... "'\. ... ,' .. , . 

I.... ... ' .... • • t ~ " 

, . , ,.... • ~ I 

.. ' .I '. ,. ',) . .1.. 

• '!, "" .. ~:: '.1-:-, ., . 
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It was ):)ecause tnis applicant's testimony could'not:-'l'n,·'··· 
any reasonable way be reconciled with,the,.::imputation':propos,edby,­
staff as to ,the amount of total contribution$~ ' .. that:·thci:'ALJ':": .: . 
reopened tne proceeding for.a survcy,ofcustomerstc.ascertain .,the 
amount of contribution probably obtained. Questionnaires· were 
mailed to eaeh customer of record.. Eighty-sixre~ponddd.. ,<"6:f , 
these, 76 represented identified propert:i:esand provided" us'able 
information as to dates and fees paid. .. 4 These responses were 
arrayed by connection number, location, year of connection, and , 
amount purportedly paid. 'the remaining'unrepre~e~ted :c6~eetion~ 
were then arrayed against the previous array by location" and 
assigne~ corresponding connection . amounts to arrive. at"a total" 
$321,038 for estimated contributions. This $321,038 was then used 

,f ... l' 

as follows in deter.mining average plant'to b,e .-:used. . in ,obtaini:l9 the 
rate base: 

\ \. l' • 

. : ,; .... , 
',-

" 
'r 

''','' .. 
___ .;....._ •• ;..~: I. 

(, , : ~ ~ ... ) ;"~ C1 .. ~' ;'~. '~~ \..~ .)~ .::~ :.~: :. \.~T: 

"'. ",~ I ... : '"1,\, .. ,_ \ '.< •• "I 
- ".,~, .-: .",. ,-:,;: ':;""":: J. .';'-: ~:..: I" 

4 O'f*'the'remaining ten responses, four as successor owners had 
no information whether their predecessor original owners had paid 
anything at all~ tnree as estate administrators had. no infor.mation; 
one represented a connection trade for easements~ and two- were 
original but unlisted properties reporting moderate payxnents';-' " 
There were only two responses' from propertieS:'connecte<:t-be·:fore·· 
1970. Interestingly, only. nine responses reported:paynlcnts:between 
$5,000 and $7,500, thus eorrol:>orating, SWeet's testimony'o:fhis . 
recollection that not :more than 10 'to- 12- paid· at: the' high, e'ndof'" 
the paYlUent scale. ," 

- 10 '-
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. " " ,_. ~ i , 

Average Plapt 

Water Plant .. in" service beginning 19 88' , , 
(from Annual Report): 

',.' ,_ ,~,~ ( . :; I.':: ' '. ...... . t~:'" 

Less Contri:butions '(from':Jsurvey analysis) 

plant iri'service :beginning '198:8" 
Add Plant Additions 198'S-1990' " 

(Staff 3l16/90',Report)" , ' 

Plant in Service' End:'l990' 

: .. ( ... 
') ... i 

I.,' . ' 

Average 'Plant in Service (88,317 ... 105,267 -:- 2J 
, ' ."', f • \, '. , •• :. "~.' 

Average Dem:ec.iation Reserve .. ". - ,. 

BeginnIng Balance' (56~( of' $9'6,79 Z)$ " 

·',:.~$409 ;.;355. 
~ . "~, ,. '," ,r~."· I' 

321:Q38 .. 

.. -, \ . \ ;. 

l05;'267 ' 
, " 

" • ~ •.•• "j • 
".' '. I, , . .' l. 

. . .' 

Aver~'ge' 'Plant 'in SerVice ' ,. . , "/$9,6,792" ' 
" ( 

"l "., '\, 

Less ; Land Cost CSt'a'ff· 3/i:6/90 Repo'rt) '" "6,510 " 
$90,282 

Oepreciation Expense (10% of $90,282) 

End of Year Balance 

Average Depreciation Reserve (54,203 ... 63,231 -:- 2) 

Rate Base Calculation 

Average Plant in Service 

Less Average Depreciation Reserve 

Net Plant 
Plus Working cash 
Plus Materials (Staff 3/16/90 Report) 

Rate Base Adopted 
" "', ,', ~ .-' ~-

, '" ""',-., Y'I' 
.., I" >,,, ,., .... ,,' 

'. I, J, ", • ~ , 

'.,- ", 

• r ." 

9,028 

63,2'31 

$ 58,717 

5S,ZU 

38,075, 
13·,452 
1.000 

$- ~'2·,f..5;2.7.. 

,. , .. ,~ 

• -.," .. ": ,-. I "'>; .':. . '; ..,,' .:' ,"1'!." ' , I:' I:~ ;';. 0,,' ,~" ~,;(-:' ,:~ :,,~r" ;~ ,':j:' ~:~)' 
5 In Mt~ Charli~s, appl.ie~tion, -the :ratio'·ofthe .. avcraqe,": ' .... ':'::'~':: 

depreciation', reserve. to- the average 'plant was'S6%~.:::To·;obtain' a . C'~'i:': 
reasona]:)le "ballpark,w estimate forbeqinning depreciation .... :balanee'" ,'; ~; 
to be, used in our rate base eonstruction,. the' same- 56t' ratio"was,~:': 
applied to preserve a reasona:ble balanee. ',':":\" 
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S\1lD:mary ':of bmings. 
Table.A, shows' test"year 1990 ,estimates~:DY .:appl'itcarit':::arid':: ",:.' 

Water TJtilities Branch' (staff)., 'and,<aelopted revenues~} e>qjenses~':'.:and:::' 

rate base, :utilizinq an,ll% rate 'of· return. "'Si9nificarit.;, .!" . r '",' 

eliffereneesare discusseel. Delow~ " '" 
. Table ,A -", ." . , , r"" 

, 'S9DMY of ~Earnings 'CxcstxCar 12291 .' 

, I,3:ems' 

Operating .ExPepses 

Oper. &' Maint .. -
Oeprec. ,Expense, 
Taxes Other " 

Than Income ... · 
Cal. Franchise Tax 
Fed. Income 'Tax 

, , 

Total ~n~es 

Net Revenue-

Rate Ba~ 
, .. ' 

RetUrn on Rate Base 

Present Rate 
Estimates" ' 

staff Utility" 

,I ...... :,.' 

Proposed.Rate Adopted 
Estimates' Rate 

Staff',," . "'Q'til itv,:,Estimates 

.. ::: <': ,", : .... ", ,,' '. ~ 

..... ' .. ' . 

90,:800., 140,.527' "" 90,$00': "'1.¢0\,S2~I"··113-,48'7 
1,695, ,26"6.00",, 1~,6,9S..;., ,26,,:~60.0,,v' .. ,9,,0:28: 

5,146 
SOO 

o· 

6',.250' 
, "', 0", 

, 0" 

, " 5;14-6", 
, 13,. 02,9". " "' 
32,807 ' 

143,.47,7 

',6,250 ,:; '": .• ' "0:,:133 
.,,0 .,·,693 

: ',,",:: ;"0'·" 1 ,Q'l4 

, 17,3",3.77, ' 
~ ,- ' ~~ .. ,. ,,' ,~. .' 

13,0.,355 
, u"'" 

(2'7,161).' (103,'507)- '94;2&3'·;: ,', 77'rJ:8'~·)<'::"S.;745 
'. _ ,r, ,. . 

" 'i8,495 52,52'7 
-T" r .: '. . '., 

loss . loss .. ,509.7%. 10 .. ,94% 

., (Reel Figure).; 
", (' 

,C9nsumptiOD and Operating Revenues ':.: , ' '" , .... 
,,,' Th;er:e are no production:~~,te:r::s ,~t, any of ~-:,Charl,ie'.s. " 

water sources. The connection survey revealed the existence ,of. 145.,:" 
~ , " .,' c '. ',c 

metered connections to the system. The existing connection 
moratorium precludes additions at present. Staff's consumption 
estimates were based on the last two years' recoreled metered 
consumption. Staff asswnes, consumption under the, present mult£':' 

" r,.' , . " '.', ".",.' ._,..., ... 

year 'drought· conditions should remain depressed. 'The' :existing' rate 

- 12-- '. 
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d.esign is based on a lnl.nl.xnum servioe oharge whioh.·:inol1ldes),the:: .. ~~\",:': 

first. 50.0 cubio, ,feet, ·or ,less,',per month:;-with "an;'average"usage 
char:ge per 100 Ccf above that,~. We 'believe this:.;rate design ':is 
reasonably balanced. ·under . the' condi tions existing.·,for. this, u,tili ty,. 

and will retain that design. Stat! projects 4.84Cct'consumption 
per month per customer as an average. This is a very conservative 
allowance, and staff accordingly provicieci for consumption above 

. '.. , 
S Cct tor a system average total of 2,440 Ccf tor the yoar. This 
serves to bring the overall projected con~~mption up to 
approximately 4,787 gallons per consmner per 'month.. This compares 
to an average monthly general usc tor ,mountain resident,sot ,about 

',' . . 

5,000 gallons. 

The Commission in D.86-05-064 establishedquide-lines'for ~ 
rate design for water utilities:; It called for the phasing' out'o,t 
life-line rates, allowed for reduction of multiple consWrip~~o? ."." 
blocks to a sin91e block, and called for the, recove~ ~t.,:~~~oso'% 
ot fixed. expense through service charges." Here, staft:.re'com:mends'. 

,~ '. . "" . 
that the rates continue to be based on a service-minimum charge, 
with a quantity' charge for usage 'in excess of the minimum> Th~ 
purpose of rate d.esign is to insure a revenue stream adequateto l 

meet the utility'S expenses and .prov~de a rate of return on " 
investment. Here, conservation has red.uced. consumption already: 
and it is absolutely essential that the basic revenue'str~~m-'be" 
dependable and .ad.equate. Expenses are fixed.. Accordingly, we will 
adopt a service-minimum charge of $70 for the first 5 Ccf of water, 
or less, per month, and a rate 'ot $S.zs'"per Cct tor'aif,:'usage';"over:<: 
5 Cct'.' This is estimated to produce" annual operating revenues of 
$136,0'74. 6 '.. . }~~' ~'. ",~: '" .'. 

" ; . ,"! :"', ',' ") '. ". " '~l '.:,1 :;: 

-- ',." ... ' 
'J""" • ' .•• !' 

..... • • I' ...... _ .,'," 1 ' •• ' ,~." ... " ~ (".~. '. ~~.. ...,. '. '+' " ."~ 

6 14S"customers x 12 • 1·,i40bil:tings/yr. "x $70 ."$121:;8'00 '(Basic) 
, over .-serviee-minimum - 2,.440 Ccf x '$5.'2'5, - ' ',,·"'14".2'74''';(Overage) 

Estimated Total Operating Revenue 

- 13 .. - .•. " 
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~"", .. 

, '. Table, B;compares' Mt ... ,Charl:ie'''s'ancr'stafft:s''eXpensel:''~'::' , 
estimates' for:' test year 1990 and" show~radopted,;amounts~'.'·'· ~ ':, . < "", ;', 

Significant differences are·discussedbelow. 

Items 

Operating & Maint.· Expenses 

Purchased'Power 
PUrchased 'Water· 
Employee Labor 
Materials' .. 
Contract Work 
Transportation 
Office Salaries 
Management Salaries 
Employee Benefits 
Office services &' Rent 
Office SUpplies 
Professional Services 
Insurance 
Rate case Expense 

Total 

Table :s 

Staff, 

$14 ;440" " 
. 0 

,30,,000.,., 
"2,400 

2',400' 
2,400 
6,000 

10,000 
4, aoo: 
3~600 
1,000" 
3,.000 , 

10,100 
660' 

$90,800 

• .• j • , 

J '.~ ,j • " " • 

'1' Ut), ltv ',:: ' ,Adopted 
" . .... ,'.. .'~ 

'. _." _. 1"' 

$ l6,780 
··S.,4'OO,f .:: .' .:" '., " '0," ~~ 
40,000 ' 

2,-400 ' 
" 9, &0,0' 

8,400 
10,000 

-, " ,,40,000 .. 
. -. "2,'40'0-' 
". ",' '2',40'0·": 

5,.700" , 
"6,00'0" , 

10,000 ':""::', 'J:O'~OOO c~ . 
4,800 
3,600 

4 ,.800, 
6,000 
2',400' 
.6,000 ... ' 

15, 747 ~ 
. O· j, 

, :2',400" ':' 
, '. 3:",0,0·0 
lS', 747' 

,I ,', 660' ,.-

$140,527 ., '.~" $li:3~'4~7-- , 
.. ' ,J,' ",-, 

EUrcbam Power ' '. , '; ,"" ,. 
The, utility'S estimate increased'its·l.9,8;8~i·989:,P~cific 

.,.. . . , . ,-,. '.' .. 
Gas and Electrie Company (PG&E) bills. by 10:%. to provide;.for PG&E'S 
anticipated rate increases. Staff': al~~us~d the.', same::i9S'8.~19a9, 
but reduced it'by 20% as an asserted· penalty ·for~'.inefiicient 
coordination between the many pumps andtarw:' whic:ti':'~,e'~~i.t~ in 
occasions of tank overflow- with resultinq" waste of· :eleetric power. 
While installation of automated :monitor systems,", incluc1ing:.float .. 
controls, for example, could help to redu:ce 'thiswas~age, .the, cost " 
of such installations, including. electric wiring between,. the tanks , 

• ...... • •• 1" " J. 

and their respective pumping stations (in some instances two miles 

distant in extremely rough mountain terr~in), would require 

- 14-



A.89-11-031 ALJ/JBW/jft • .. • " "', ~ .. ,. (' ""'~ , ~ I', 

" /" ' ,," I '" l " J. ",,, 'wl ...... "" ~ ~ '. 

substantial cash and labor investments,···as:··wel·l~ ,a:s,:·contilluouS,?,'"', : ::'.' ."";" .. ,--::.Q 

maintenance.. .. ,There is no· money·, .avai'lable', at' "th.-is -time.:, .;. ·However , 
the projected reconstruction' of the entire system: present'ly ,under,; 
study sh.ould provide for installation,.and financ.ing~·reeommendations '.: 
for such controls. At present we wi'll' adopt Mt. Charl ie's estimate 
for purchased power. 
Purcha;:cd_w~er ' 

"'.'.: We exclude the utility"s·· estimate for hauling four"":· 
truckloads of water monthly at $175 per load even though::._. ,,\. 
historieally even under normal. operations water has .had ,to', b,e .. ' 
purchased and trucked. A water hauiing balancing account ,ha~;been., 
authorized to handle, this expense ,for the present. Accordin9ly, ' .. 

, ',0,.>- '.. '.I-

staff's recommendation to disallow the utility'S proposed: itexn.,is,,' 
adopted. . .... . .... :~; '<,c . '. :: 

~", '. I 

EmPloYee Labor .,"",: ~".:.\;~, .. ; :.': 
Staff"s reconunendation. p'rovides 1-1/2fu:fl-tilne'~ :';:""':'~ ,: ''-'' .. , 

maintenance personnel. However" :in the septeme~rl9·Ss.-, .he'~~lin~oi'; ~~ 
C.8'7:-01~OOS, the, same staff expert witness, after 'f:irst ;c'o~enttn9:­
upon the difficulties of the Mt. 'Charlie terrain, and.the ::.":" ".,,', 

vulnerability of the mountain system. to damage, testified .as. 
, \ ' '" f. ,.}", ',_'!. 

follows: 
"I would say, however, that for a system of this-' ,. "C 

size with this type of difficulty you COUld. use, . 
four full-time people on'staff, tour full-time' 
maintenance people 'doing nothing but, repairing 
the system, reading the meters when that is 
necessary and attending to all necessary 
repairs and attending to a program 'to replace:" 
lines that age and rnaintaininq,and repairing 
the" pumps,' maintaining and repairing the " .'" 
electrical lines." (Tr. pp. 204-2'05,.) 

In its application Mt. Charlie provided for two full-time 
maintenance personnel paid at $10 per hour. We' find' this 
reasonable and adopt the util'i ty' s estimate. 

' .. ' ,.,'.,:. "' ,",., ~_" I"" :. ." a'I 

- 15 --



A.89-11-031 ALJ/JBW/jft 

Contract·Work. . :~.,: .. ~,C'_j''''':~: 

:'I'he utility's es.timate ·is "partially, based on' :ea.rthquakei·,·' 
damage repairs. As a balancing account : was. . 'established: t'o. " .:' ':. ,:::~.~. 
accumula.te':these eosts,..,staff excludes.the', ~ulk of. ,theIn'~/ ':'In;"the " 
abs~nee, otany utility j.ustitieation .tor'mora than' the ~:sta,:rt ';" ::, 
allowance of $2' , 400 under normal "eircu:mstances we ,ad'opt . s.t·aff"s, , 
estimate. 

.n:~sportati2D 

:\ .. : , .J " • 

I •• 0' ' 

Staff proposes $2'':400' representing about, 7,'000, m'iles at 
$0 - 34 per, :mi·le-_ The utility ini tia'l;'ly::soug'ht '48",400; (representing", 
25,000 miles at $0.34 per mile, but, at, the· hearing" droppodJi"its 
estimate to $5,700 (which at $0.34 per mile represents:""about::1.6-'~,800;'j 
miles) •. This latter mileage would pemittwo. veh'icle's. each to 
drivelQS. miles a week, or 33.6 ,miles .• each.daily.in,this ·remot'e··" 
mountain area. Besiaes monthly :meter '·reading , and.: weeklymonitorin9;;' 
tests, the present two maintenance men,.1D.Ust, drive" to;'g'et -to and' ":. 
from their. respective work assignments: around' the . system.:, , :spread., . " " 
as the system is, over two lengthy, para.l:lcl rid.9cs.:i:n ,ver[' ,) ..' 
difficult country. They must also leave the area and drivedown· . 
the mountain to- obtain emergency repa:ir parts,..· and materials and. 

chemical supplies from Scotts Valley,Santa·CX'Uz,· M:i;lpitasr~ and'San" 
Jose. In- .addition, there is supervisory and administrative"'mile'age"c 
as well as major auto maintenance expense that is unquantifiedin' , 
the application or at thehearinq.. We':' will adoptapp,licant's:; 
revisedestilnate· in the' amount of, $5, 7·0'0·~ .. 
OUicc Salaries and' ·Pr~sional ~ces:. 

. . 
"..! ". 

As the testimony at the hearing, made clear , , there. are two, ' 
elements provided in staff's estimates, $6,000 under oftice~ ... '" . 
salaries, and $3 , 000· under professional-.services:. 'I'he: statement of 
Mt .. Charlie's president at the hearing,was 'that, the. utility. pays "',,,,';': 
Mr. Lew $100 weekly for providing bookkeeping and office .. services.,;.·,-'· 
Thus,. this- $5,200 annually is' ,covered. ,under office. 'salaries" with.' a.: . 

reserve of $800- annually for further,miscel:laneoosexpense' as.:~ "':';"::'~:.'::J 

- l6 -
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needed. The $3,000 provided under professional services,.~un'de'r"~· ·'·"':'l'I:.~, 

staff's ,estixnate is also . adopted. ~WbileMr.,' Lew iisl!:lso ':an 
attorney, it was his testimony that:. ~:"Essential,ly;, for:'~the"past', .'. 
few years I've only provicled:. :bookkeepin~ :serviees,." and,' ''Working '~'. 

with the ,water company I'm··not in the:capac'ity '.o,f an 'attorney~'" " ' ... : 
(Tr. pp. 37, and 38.)' The.,utility provided no'explanat:Lon':or' , 
justification for anythinq more. 
Office Services and Rent "'., ':~."",~.","'-:'" 

. "Staff's estimate disallows $2'~4,OO: for rental: ~o.:f.'~exnployee 
livinq,quarters not ,now .. used. orcontexnplated ,for use in, ~the '::'near ' .' ~, 

future., We· adopt, staff's estimate ... ·. +- ·.r • p .:: "" l' ',',..~ :.,.,. 
I!" 

OWc:e 'SUpplies, ,. /, \.- • " ',:' i .. :". , .. ' ' .. 

The utilityad.d.ed. S% to its 198'9~ expenses;: .Stat:f"s· ,.' '" 
estimate. was :based'on 12' mailings plus a paper, :and: miscellaneous' ....:) 
office supplies. allowance'. ,However, the May 19s:.9:'audit . indicated· , :."', 
expenses. for ,postage" telephone-,. and,' office supplies. 'totaling 

$2,382 in 19,88. ·We find theutil'ity.'s ,estimate more:"reasonabl'e and~ 
will adopt~'its ,$2,.400: amount., ' .. " - "', \ .. ,~ , 

~' '. \ '.,c 

Insurance· _ .... .,,~, ~ . <; -'.:.~ J<./) .,::,.. .. 

The ,utility asks $15,.74:7 'for liability,.·auto::;' and,:.'.,· ,,', 

workers' compensation insurance cos.ts~'J . staff: reduced"thiSJ:fi'qure': 
to- $10',100 on: the assumption 1:hat the:,1977 Dodqe van:~ used~,was. the' '<. 
personal vehicle .of the utility, president.::" Sweet~ ;testi'fiect: :that·,' ", 
the van was' registered to Mt." Charlie and ·is. being ·used-·' by,:the ' 
utility. The 1989 audit report showed tha.t the van was"'insured'bYi . , 
the utility, and includecl in' the utility, plant vehicles" '. :.~.,; , 
(unspecified), as, of June 30, 19·55.'We adopt the·utility"s:. estimate. 
Bate of. .Ret:Qxn. I, • :,.: '/::.~~," .. ,'" ;','~ ~",'.' ~"':, .. ,_ 

'service;' from this, ,lnounta.in' water . system. hls'Corically .. has:: .~ .. ,; : 
been qenerally marginal,. or ,poor:, particularly at . the" 'higher: '" . ".,> ."'" 
elevations,. with frequent interruptions.' due to' main.:.breakaq-es,,· pump:>~ 
failures, downed electric wiring,. 'landslides., , trees fa:ll'in9',,,and,:';:~:',' 
drought_ ,Not originally constructed" ·to" GO 103 standards:.,:: ma:insJ"arec,'~ 
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undersized, exposed above ground or inadequately buried;.~:,:i:nadequate.> 
for the widely ,varying 'sys.tem.pressw:cs,.. :.and unable to, meet fire 
flow ·requirements. The rough: ;terrain:and, ,. topographY'"wi:~l'always 
hamper the system, regardless of, management, Xta:intenance,,.. or. :., ,:. 

availability of funds. It will always be an expensive sys:te%n;r.to . ~. " , . , 

operate •. "' .. ,' 
.. ~ ,/ ' ,I 

TJntil recent years maintenance ,was .poor,and,management 
not always responsive. Changes 'in·maintenance: personnel th:ave,:.:,: ' 
helped. The october 17, 19'39, earthquake· compounded:problexns by 
destroying four of the five principal .s.torage·tanks and·: breaking. -
mains. The smaller storage' tanks- installed in ,the . emergency :are ., 
inadequate as permanent replacements w: It must be conceded .,that -
utility personnel responded in· the . emergency with extraord;inary 
effort and· hard work, :but restoration, of 'service in" some- ':areas ,took ... 
several months. Management, clearly· has' 'not abandoned the ~.system.,. 
but the legacy .of inadequateinvestlnent and-years :of· neqlectwill 
be costly to overcome.. Engineering studies are·underway,.finaneed 
by surcharge funds; .and the Montevina pipeline" financed-'by ::the' 
Federal Emergency Management Administration . and the. 'State ; Of'f'ice.of· .. ' 
Exner9'eney Services, has been constructed to a point near' the .. ; 
summit, bringing water fromSan.Jose,Water Company into:,the general 
area. 'Mt .. Charlie has become' a melnber of.the MountainMutual~;Water·. 
Company, positioning itself· to share ,in constructionof"~a tJ:ansfer 
pipeline to- bring this reliable water supply to> the Mt .. ~CharJ.:ie " : 
system and. companion systems,· in the' ,:sUltUD.it :area_, This: is, .a~ 
progressive step toward, meeting ,the present:. and ' f1.1tw:e'needs"::of .; : '.: ,~) 
this utility. We adopt the 11% rate of: return·' recommendation 'made .,.,: 
by staff.'. c r··· .. >._.~.:c:, .. :_.: ,~"'):~:":I , ~'.:,:~.::"~, ... ,\ 1-':,/':' .. '~" 

Comments OD; .. the Proposed· Decision .. , . '", " ." ,., ... ~'. ,,'~...... ',"'" . 
'" ' ".~ •• , n , ',' " 

of the Ad1Dinistrative Law Judge., .', .. 
• ' •• ' "_ •• ~ •• "'>"", _ .... " ... ' •••.. ".' '·~·,':·i·.'~"'~~,::·;·(' .. '''T~ .. j\:l):: 

As providecl.byPublie,~Otilities .Code ~:§., '3:l:l, .. :.:the-~Proposed;,.,:; 

Decision of AL'1 John B .. Weiss· .. was.serveci.on the',:parties, to.:this·:-<.::, .'.> 
proceeding. No party submitted comment. 
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tindi:ggs ot.....:Fact - , ), , "J'-'" -.: ~.-:,,:'-~",:~" ,~:'''':-;, 

l.' m,.: Charlie, a cal ifornia "wa:t.er corpora tion',.,prov ides: .':: ,: 
public, utility-water service to ::approximately '14$ customers. ',:in,';the'-­
suxnmi t area .of- the Santa ,Cru'z, , mountains' west ct, Kighway',17 ,-,in santa ,: 
cruz County., . . ;:'_. 

2. Started in the 1950 era as a proprietary water system,' 
the system was qraduallyexpanded,first to'accommociate:':neighbors, 
ana later to serve-successively expandedareas~' ',','" "": ,:\' ". 

3:. While initially there ,was no charge' to 'new ~'eustomers .to­
hook up to- the water system.,. :by approximately 1970 '(1; hook-up,·fee-. 
was initiated which., qraduallyincreasedoverthe years,:unt-il the' 

mid-19-S-0s, when it reached a maximum' 'of $-7' ,5-00. 
4 .. ' ': As the -, result ot ownership .and managexnent ch.ang-es ,: and, 

incomplete record-keeping in the years prior to 198:7-,most·:plant'in 
service records cannot be verified with. regard· to origina:t·.cost "and, 
depreciation,' and few records of 'hook-up fees surv-ive. 

5. Although initial'lyengineered,.to' provide' service' in ' 
difficult mountain terrain, -at no time was the system..constructed 
to GO 103stand.ards,. leaving- 'it today-undersized with inadequately' ' 
:buried mains,.- and una.:ble to meet fire,flow-requirements-.;,-' '" , 

5.. Despite inadequate' design and, construction,-and.:poor., 
maintenance in later years, until the mid-198:0s' and,thecurrent ' 
successive drou9ht seasons," service ,to'the maj'ority:ofcus.tomers., 
especially at the ,lower elevations,,' was.::generally-,acceptable, " 
al though the. system was plaqued by "increasingly: frequent':outages " 
caused by main :breaks,. pump failures:, :downed: electric' wiring, 
falling ,-trees.," and landsl.ides.:,' - ',,'," ' .. ', .. 

7. An influx of new owners coming from more stable ur:ban .. " :,:,: 
areas and conditioned to regular metropoJ;'itan serviee "standarcIs.,i, :~'C:':"; 

followed by a time when drough.t, earthquakes, 'a.n,-cl-the b~d:f~'itof: "', 
pas.t maintenanee defieiencies coalesced,. . led ,to the '.til-ing­
C.8-7-09-008:· and to Commission' recogni tion, andre9'UJ;at:ton~. 

','" ~ .', ~ .. , ... " . 
• u ,.1.'... 'r • .I •• 
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. , S. In r,eeent·, years' Mt.:, Charlie' has ,. ,been, run: at· 'an . operatinC] 
loss with no return·on investment.r ,' ,','.'''.'.,''; ',," ,,;; \,,,! '''''.' ,"', 

9 • Mt. Charlie requests. authority by, the,' captioned ,'), ,:, ,: .. ":;";~' "'~ 

application to--:inerease', rates, by,: an. estimated. $,180:,690:,;or,,·258.6%, 
and to restructure its rate, design, to: provide: for' separate service ::.~ 

and commodity charC]es. 
10. The adopted rate base'is reasonably estimated at $$2,527, 

derived trom Plant in Service information taken from the utility's 
1988 Annual Report, an estimate of consumer':contr:ibutions'~~'for hook­
ups projeet~d from"survey. returns,:'. and, an estimate of·Depreciation 
Reserve based on the ratio· of· reserve. to-. plant taken from." .. the:.: ",,:~ '~.';', 

utility's present application.; ,:" ,.".'\,;" 

11 .. · The: adopted. Summary of Earnings sets forth 'reasonab:te' .. ',';,.: 
estimates of the, levels, .of, ,revenues"and ..... expenses-," ':~,'" ,;"', 

12. A rate of return of, 11% on::the adopted rate base, -is··.' '''' 
reasonable. 

13. The increase in rates." authorized .by ,this :,decision is'· 
expected to provide increased revenues of $64 ;.820" or;·90)"9%..!-,'::·~ 

,Conclusions of Law, """",,:,,~ '.'" 
" . ., 

1.:. Staff's recommendation to·-retain.acombined·:·l:>asic service 
and minimwncbarqe, with, a quantity charqe',for.usaqe in excess:of" 
the minimum, should be approved. 

2. The adopted monthly combined service and minimum charge 
of $70 for the first 5 Cef of water or less, and a quantity eharge 
of $5.25 per Cc! for usage in excess of the minimum, is reasonable. 

3. Mt. Charlie should continue to maintain a balancing 
account to track water trucking expenses. 

4. Mt. Charlie should eontinue to maintain a balaneinC] 
account to traek earthquake replacement/repair expenses. 

5. Mt. Charlie should continue investigation into possible 
participation in the Montevina pipeline extension proposal. 
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, .'~ .,' ". -..6_,,, '. 

6. Mt.·Charlie'sapplication,snould' be granted7·'to the extent 
provid.ed by the following order, the~'Ac:topted:: rate$'"~ing just·>',. ,',:i)' 

reasonable, and nondiscriminatory_ "" ..'::". I .,' '. 1".1 1":~: ".>0 "." 

7. Because ·of Mt •. Charlie'simxnediate.· need· ·for·rate··re-lief·/"· . 
this .order should.' ):)e effective' immediately. . ,.,": -', 

.,' '"'". ,,' 

Q'RD ER' 
" .'~ .. 

'." I' 

IT', IS ORDERED ·that: .. , I,.: 

1_ Mountain Charlie' water.Work$j.·. Inc. (Mt'~"Charlie)'::'is , ..... , 
authorizedto.·file the revised: tarif·f . schedule· attached to;·this·" '-, ......... ,: 

decision as Appendix A and to concurrently cancel" its: present . -, 
schedule for' such service. Th.is' filing shall cornp!y ... ·w:i:th·~General 
Order Series 96.' 'The .effective date: 'Of-the revised schedule'shall . 
be 5 days after'tbe,:date of" filing,; 'The: revised" schedul'e shall' 
apply only to service 'rendered. on and after its effective date." 

2. Mt .. Charlie is'authorized,to:continue ,to maintain 
separate balancing, .. accounts to track,·watertrucking~expenses, 'and" ':'" 
earthquake replacement/repair expenses. ,', ,~.,:" ".", 

. -.. ~ ...... 
3. Mt .. , . Charlie.' shall -continue investigation ~into-possible 

participation in the Montevina pipeline' extension proposal.- ,; .. 
\ , .. '.r'; . ' 

,'., 
I" .. • ,'" 

'" " 

'", ",' .. :.....:.:. '" 
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4. The application is granted as set forth above. 
This order is effective today. 
Dated June 19, 1991, at San Francisco, california. 

PATRICIA M. ECKERT 
President 

G. MITCHELL WILK 
JOHN B. OHANIAN 
DANIEL Wm. FESSLER 
NORMAN O. SHUMWAY 

Commissioners 

I CERTIFY lHAT THIS DEOSlON", ' .. '~~, 

WAS APPROVED BY THE A80VE·',.:;-:~-¥ " ... -- '". 
COMMlSSIONERS TODAr' '<",.~" 
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APPENDIX A 

MT, CHARLIE WATER WORKS« INC. 

Schedule No. 1 

METEREP SERVICE 

APPLICABILITY 

Applicable to all metered water service. 

TERRITORY 

Unincorporated area in the vicinity ot Glenwood, located 
ten miles north of santa cruz, Santa cruz county. 

RATES 

Quantity Rate 
Per Meter 
Per Month 

For water delivered in excess ot monthly 
allowance, per 100 cu.ft................... $- 5.25 eI) 

Combined service and Minimum Charge _____ •••••• $70.00 (C) 

The Combined Service and Minimum Charge is a 
readiness-to-serve char~e which also entitles ' 
the customer to an allowance of up to SOO cu. ft. 
of water for the month. The charge is applicable 
to all metered service and to which is added the 
quantity charge computed at the Quantity Rate for 
all water usecl in excess of the allowance. ('1') 

SPECIAL CONDITION~ 

1. Residents whose homes were destroyed or rendered 
uninhabitable by the October 17, 1989 earthquake and 
its aftermath will not be charged the regular monthly 
service char~e until their homes are replaced or 
rendered hab~table. 

2. All bills are subject to the reimbursement fee set 
forth on Schedule No. tTF. 

(END OF APPENDIX A) 


