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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE QF- CALIFORNIA

In the Matter of the Appln.cat:.on or" .mﬂaﬂml&
Mountain' Charlie Water Works,.. Inc.‘m”

£0 assess surcharge for all. customers) , Appl;catlon 921-10-016
to offset cost incurred in haullng ') (Fllod Octobe* 8 1991)
emergency supplies of water. to the .. )
service territory. | _ )

. , ” : )

Wester Sweet and Mark Lew, Attorneys at
Law, for Mt. Charlie Water Works, "
Inc., applicant... o

Rokext Jenes, interested party.

Renald MeCrea and' Thomas Smegal, - for the
Commission’s Adv;sory and Compllance -

Division, Water Utilities Branch.
POERGENCY INRERIM OPUION. .

§£§&§men$;9£_23255
‘ Mountain Charlzo Wator Work Inc. (Mt. Charl;e) ls a

small prxvately owned Santa Cruz mountaxn water system constructed
on the Santa Cruz County side of the summit. The company flrst ;
came undexr Commlssxon regulatmon“September 20, 1987 as a result of
Dec;sxon (D.) 87=09- 032 follow1ng con*umers' complalnts. Tho : ,
system serves 137 actzve metered connectlons with water obta;ned |
from a well and various mountain creek sources. With limited
transfer capability across rugged mountain terxrain, Mt. Charlie’s
system has become vulnerable in recent years to recurrent drought.
This situation has required it to purchase and haul water regularly
and to impose stringent consexvation measuros.f_j; Co .

As an aftermath of the 1989 Loma Prleta earthquake, the
21, ooo -foot long, 8—1nch Montev;na plpellne was constructed w;th
various federal and state grants to br;ng water from the San Jose

Water Company treatment plant at’ Montevina’ up “the Santa Cruz
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Mountain ‘grade to ‘Redwood Mutual Weter Company (Redwood), the ,
largest system in the mountain area. Whilé there is no written
agreement thagw§edgood is to share this water, there is sufficient
prpeline capacroy ‘to supply water. to all 14 mountain systems (12
mutualsiand ‘2. przvately owned public utilities, lncluding Mt. o
Charlie). To overoome legal problems under Publrc Utxlitres (PU)
Code § 2705 that could affect its matual status, Redwood- is. ln.the
process of turning the pipeline over to a newly formed mutual,
Mountain Mutual (Mountain) to which all the 14 water systems would
be members. This drawn out process is tied up in Federxal Emexgency
Management Agency (FEMA) and. Department of Water .Resouxrces (DWA)
audits. Meanwhile, an engrneerrng study*has determlned that
Redwood’s tank No. 5, which was to-be the transfer point wherxe Mt.
Charlie and 2 small mutuals were to’ tdke-delivery of the Montevina
water, is not adequate and cannot be used. As an alternative, an
adjacent site owned by Redwood is to be used as a tank farm and a
100,000-gallon tank to be constructed. From there Mt. Charlie must
run a pipeline to its facilities’ on Hutchinson and Mt. Charlie
Roads. The 2 small mutuals are usrng an old 4-inch mnrn to obtain

water on an emergency basis from the Redwood tank.l Tn;s ernch
main is owned by one of the mutuals. It had boen contemplated that
upgradrng this 4-rnch line to 6 anhes would enable the 2 mutuals
and Mt. Charlie to share thrs single trensmrssxon lrne., However,f
Mt. Charlxe refused to pay a proportionate share of the engrneerrnq

.»., .,..a "
N

1 We accept that whrle as an emergency medsure under,PU Code §
2705 Mt. Charlie could purchase water at cost were Redwood willing
to sell, the delivery problems involving: crossing. Summit: Road ox by
truckrng would be more costly than the present txucking
arrangements. Ridge and Stagecoach, owning the 4- lnch line wh;dh
is adequate for their needs, do not face these delivery .problems, -
or is mutuals, the stricture upon sales to nonmutual. public ., :
utilities. '
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study costs,’ and accordxngly relatrons between ‘the’ 3'entities’ are”’
stralned. ' o g ' L SN VU Sl IR TS Y

"-."4 il

The ‘immediate problem is’ the drought caused dryrng up of

3 creek sources and reduced supply from Mt Charlre s well. SR
Mt. Charlie began hauling water to its’ servmce ‘tanks: on August 7
1991, and must continue haulmnq water’ unt11 suffrc;ont wlnter
preclpltataon falls in the Mt. Charlme Creek and Miller Creek
watersheds o rejuvenate those streams.’ The October 25 and 26,
1991 rains caused some Mt. Charlxe Creok runoff but much more is “
needed before haullng can stop. Water rat;onlng has been ln ofrect
since November 22, 1989 with penaltles for customers whose use -
exceeds 620 cublc feet per month. Current rates for serv1ce h(”hx
consrst of a mrnlmum quantaty chargc of $7o por month for up to soo
cubic feet and a charge of $5.25 for each addltzonal hundred cublc
feet.2 A water truckzng memorandum account to accumulate water .
trucking costs has been rn ofroct, approved by Comm;ssmon .
Resolution W-3534 on December 19, 1990.‘“‘ ) ‘ |

- Barly on in the watcr haulxng, Admanzstrat;ve Law Judge n
(ALT) Wemss (who has been the hearlng offlcer for all the numorou.hw
Mt. Charlie cases), authorized using accumulated drought penalty
funds to pay water hauling costs untrl Mt. Charlle could frle an
applmcatmon for authorlty to surcharge to amortzze the balancxng
account.3_ There is a d;spute conoernzng the amount collected rn
peualtles, w1th Mt. Charlle 1nd1cat1ng approxlmately $3 ooo.w But a
staff aud;t lndlcates the amount should be SG 140.: In addltlon, e

- R A

,\‘1 PO

2. In addltlon, when Mt. Charlle joined\Mountaln, 1t had to agree
to a monthly surcharge of $20 per connection for a. period . of.9 ..
months to pay its share of the new mutual’s’ organxzatlon and other ’
expenses. Decision (D.) .9L-07-045 dated July 24,: 1991 authorized”
Mt. Charlie to collect this surcharge. This surcharge presently 1s
authorized through May 1992. '

3 An emergency measure we hereby ratify.
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the creek dxy up has reduced pumping costs somewhat although the
transfer pumping necessarily continues. to move hauled water to the
various storage tanks in the hills. Staff estimates that reduced
pumping should lower the utility’s power costs, saving .-
approximately $700 per month. = s , e Lo

By this application, Mt. Charlre<seeks authorrzatron to
;mmedxately impose a $60 pex. month.per connection.surcharge o
continue until water hauling is no longer required. .

An emexrgency public hearang was duly noticed for the
evening of October 30, 1951 befoxe ALJ Weass at the Loma Prxeta
Communaty Center in the Santa Cruz. Mountaans.‘ The hearlng was .
attended by approx;mately 45 persons.f At the hoarzng, v;gorous:w
comment was presented over the past management and operatron of the
utility. Much current d;scontent centered on a,"borl water“ notace
by the utility in mrd-July 1991, and chlorine Lmbalances that have
occurred since. The County environmental Health Services 1s
investigating. Some of the participants advocated'a rebate for the
months of July through October for failure to delxver potable water
at all times. Others advocated a graduated surcharge for water
haul;ng for those who consrstently use less than the 500 cubac feet
minimum quantxty each month.l .,

' Mt Charlie presented a summary of water haul;ng costs ,
and payments for the pexiod August 7, 1991 through OCtObLI 30, 1991
showing charges of $18,560.15 and payments of $9, 309 75, leav;ng an
open balance of $9,250.40, with the watexr haulang contractor |
pressing for payment. The ut;llty asked for mere trme to go .
forward with its feasibility study and pipeline design, pointing
out that until the Redwood tank farm is developed, it cannot
proceed. It was supported in this request by a letter and
testimony of Dyer S. Stickney, owner of D.S.S. General Engineering..

Staff recommended, in a very comprehensrve report, that
the surcharge be in the amount of $50 per month wh;ch would
generate $6 850 a month, and that the"surcharge be lxmated to 3
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months: Staff further asks that- at “the-end 'of 3" months there be'iff
another public heaxing-with Mt.- ‘Chartie being ordered to produce :
full accounting of charges to the water hauling account as well’ as'
deposits of surcharges, transfexr of penalty funds to the water |
hauling balancing account and deposit of electrrc power savrngs. e
D . U : FESTRD

‘Mt. Charlie has hrstorically-had to haul some water ‘esch
vear in the summex months. In recent yesrs of the’ drought, thxs""
has become more routine and in inoreasing amOunts.' In its generol
rate proceeding, Case 89-11-031, the utility sought $8,¢00 for
purchased water. The Commission excluded any allowance for
purchased water on staff’s recommendation because a water haulrng o
balancing account was available. - . e TR BT 'f

Until and unless winter rains rejuvenate Mrller ond R
Mt. Charlie Creeks continued water: houling will be" necessary.
While some customers have private 3,000 'to 5, 000 gollon holdzng
tanks, most customers do not, and the- utrlity must keep the system'
charged so that all customers receive some water o' at least meet
the 500 cubic: feet minimum each month. ~ R

As hauling for the first’ approxrmate 3 months, August
through October cost $18,560.15, “it is reasonable to assumerthat
unless there -is -significant rain, the costs of haulrng for the next ‘
3 months, November through January, will not be less. ~"wa this'”
$18,560.15 to date: $9, 309 75 has been pard through October 30,
1991, as follows: : )

1 $3,179.75 actually paid from penolty account’

2,960.25 Dbalance per audit in penalty .cost

T (4/30/91) o

2,100.00 " electric savings 3 months at” $700 I

~2.069.75 £rom revenue funds.of utility -o .o UL amL. .
drverted to haulrng . e

$9,309.75 e

S -

Therefore, for the perxod endlng October 30, 1991, $9 250 75 rs ?fiw
still owed the water hauler ($18,560.15 - $9, 309 75 = 359, 250 75) .,
and $1,069.75 is to be recovered for the utrlrty 3 general revenue
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account,‘mak;ng a total of $10,320.50, ($9,250.75.+..81,069.75 = ... ..
$10, 320 50) ;n deflcit for the balancxng account .as..of. 0ctober 30 s
1991. . . '_ - R e L R S L Tl Tt I

' Assumingvthe probabie continued neeq‘tor.haulingﬁover_thew
next 3-month period (November-January 1992) .with.a probable- . -
decl;nrng rate in the latter part of the per;od, at the outside . ... -
another $18,560 would be required from the balancing :account
suxchaxge. If the $10, 320 deficit. from the August-October-period. .
is added, an outside total of $28,880 would be. required.. - L

, Assumlng $2,100. can.reascnably be expected from. eleotrrc -
savings, were we to adopt staff’s proposed. $50 pexr month surcharge,‘
producing 36, 850 per month another $20,550 would be obtained over.
the 3-month period which when added to the- electric savings-would . .
provide $22,650. The penalty account will add more. to narrow the
remaining $6,230 outside .expectations gap, and any respectable -
rainfall durzng November, Decembexr, and January, should- el;m;nate
any gap entirely. We believe this scenario to be reasonable and:
will, therefore, adopt staff s proposal. . ' o g e

Until the Redwood tank farm . proposal. to replace tank ‘ .

Ne. S as a transfer point for Mountain water firms up, we must
agree with Mt. Charlxe s request for additional time to.meet the
requ;rements of Order;ng Paragraphs 3, 4, and S of D.91-07-045. .
The Commission still expects Mt. Charlme to aggressively  initiate
d;scuss;ons thh R;dge Mutual Water Company and/ox Stagecoach
Mutual Water Company, if necessary, with regard to an.intertie and
possible shared upgrading of the ‘4~inch ;nterconnectxon pipeline to
sexve all 3 from .the tank farm. If thevlatter mutuals refuse to
participate, then, as soon as the tank farm alternat;ve o tank No.
5 firms up, Mt. Charlie must: w;thin 60 _days enter a-contract to
design a 6-inch intertie from the tank farm to its own’ holdlng
facility and, pursuant to Ordering Paragraph S5 of D.91~ 07- 045
shall furnish the* Execut;ve D;rector of thrs Commrss;on w;th a
construct;on work t;metable. '

[
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In view of the $9,250.40 presently owed-Norm-Green’s
trucking company, and the exhaustion’of revenue-funds-available to” '
meet this continuing obligation, an immediate injectioﬁfcf*réveﬁdesf?
is needed. Therefore, in this emergency situation; and-to-avoid

any stoppage of water deliveries to the Mt. Charlie“systemiwhichh*'-ﬂ

could cause a shutdown entirely, we will ‘authorize 'the-$50 per
month surcharge to become effective immediately with: the month of -
Novembexr 1991. o e : '
Although this decision was subject to the- provxsions of

PU Code § 311, all parties to the proceeding waived right'to - -
comment and reply, and stipulated-teo immediate Commissfon decision.
Pindings of Fact Wl el

1. Mt. Charlie is a water publxc utillty corporat;on subjecc
to regqulation: by this Commission: A e

2. The continued drought has' very substant;ally deprzved
Mt. Charlie of water obtained out of its creek and well’ sources,
necessitating recourse again to water hauling to- ‘meet’ m;n;mum
requirements of the customers of this system. - - =7+ 1100

3. The Commission previously'has authorxzed a balanc;ng
account to track water hauling costs. - A

4. The costs of the present period of water hauling have
exceeded available funds, including accumulated drought penalty
funds (up to Apxil 30, 1991), electric savings from reduced
pumping, and utility revenue funds diverted to meet the emergency.

5. It is anticipated that costs of hauling watex -through
January 1992 will continue to- exceed funds available 'from eleccric
savings and any and all drought penalty funds accumulated since
April 30, 1991 through January 1992, - 0 07 e Lan T

6. The cost of this emergency watex’ haul;ng was specxf;cally
excluded in D.91-06-047 issued June ‘19, 1991, in’ Applicatlon C
89-11-031, Mt. Charlie’s most recent rate’ proceedxng, xn favor of
recovery through a’ baIanang account. - - - AR '

N
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7.  Mt. Charlie’s captioned-application seeks a $60.per month
surcharge to balance the.Balancing:account; staff. recommends aﬁ$50~vf
per. month. surcharge. - o e T S I T g £ T S

~.8.  Coupled with. sav;ngs in. electrrcal expense from reduced
punping requirements and drought penalty.account. funds, a 3=month . .
surcharge of~$50 pexr month. is considered adequate to meet watex
hauling costs through Januvary 19%92.. . . e e

9. The present emergency situation requrres makrng the order
that follows effective immediately.. R '

10. Intertie and connection. pipeline requrrements ef
D.91-07-045 must,be.aggressrvely pursued. .

1. The present water shortage and water hauling: funding:
emergency warrant immediate imposition.of a surcharge, use.of -
electric savings from.unneeded-pumping74end¢use.of\accumulatediand
future drought penalty funds. - . o R AR

2. Notice of this matter did net appear on. the Commrssron s
public agenda; however, an emergency exists .in that. there-is .a.

present water shortage and watex hauling funding problem which .
justifies our action today under PU Code § 306(b). .. .- . . -
3. This oxder should be made-effective immediately.:

EMERGENCY INTERIM ORDER

' IT IS ORDERED that: N » \ S

1. A,monthly suxcharge .of $50.- effectrve wrth November 1991,
and to continue for December 1991 and January 1992, per-customer -
metex, is authorized to be meosed Ammediately. - Lo

2. All surcharge revenues. from.this surcharge are to be.
placed in a ‘balancing account to be used only to~pay water ‘hauling:«
costs as set forth in this decision.- .- ‘) T s

3. Mountain Charlie Water Works, Inc. (Mt Charlre) shall-
immediately notify each of its customers of this 3-month surcharge.
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4. Revenues from the Drought Penalty Account are to be
transferred to the water hauling balancing account. ‘

5. Each month, November, December, and January 1992, $700 1is
to be transferrcd from revenues te the water hauling balancing
account as set forth in this decision.

6. The provisions of Ordering Paragraph 3, 4, and 5 of
Decision 91-07-045, as modified in the Discussion portion of the
opinien, are to be pursued.

7. By March 15, 1992, Mt. Charlie shall furnish the
Executive Director of this Commission with a written report
summarizing all elements of the water hauling balancing accounts
receipts and expenditures.

This order is effective today.
Dated November 6, 1991, at San Francisco, California.

PATRICIA M. ECKERT
Prosident
JOHN B. OHANIAN
DANIEL wWwm. FESSLER
NORMAN D. SHUMWAY
Commissioners

! CERMIFY THAT:THIS/ DEC!SION
WAS APPROVED BY THE’ABOVE
CKDN"%ESKDNERS”NDDUV(




