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rom.:rc urnlrrns o:MfiSSlOO OF'll1R SIAm 01-' CALll~A 

o::tKISSICN ~ & CUlPLIANCE DIVISlaf 
Water utilities Brardl 

BBliQ!tYT19l:f 

REroIlJFIOO 00. N-3941 
~7, 1995 

(RES. W-3941), H:UNl' QOOUJE WATER~, INC. (M:lM). 
~ N.JIH:R(Zm3 Nt ~ 'RAm lNC»'ASE ~ 
AIDrrIOOAL ANOOAL ru.vmuE OF $280,320 m 228%. 

B'l IRrrER MTED MUBT 4. 1995 ~ 

~ 

'!his Resolution grants an increase in px:ss anrull ~~ of $28(),~20 or 
228%. 'Ihe increase will ~te SUff1cient revenues 00 pay cperatIDl 
~ for a court app::>lllted receiver an::l to allow badly needed repairs ani 
up;Jrades to be nade. It provides no retum on rate h.~. 

BA~ 

By letter date.i August 4, 1995, Jdln W. Rlchal:dson (Richal:d-c;on), as a cant 
appointed receiver for Mt. Charlie Water ~rks, Inc. (MaWl), has req.test.ed an 
enetge.nc¥ rate increase to allcw it to re<xNro..- the cost of operation of the 
,,·rater system ard to l'Mke badly needed repairs. 'Ibe.re will be no rate of 
return on 110M's rate base. ' 

HCl',w's last rate jncrease became effective on Noveni:>er 14, 1991, p..u:suant to 
camdssion eectstoo (D.) 91-:-11-()19 ",bidt authorized a surdlarge for 
associatiOn dues to the I-blntain Mutual Water Q:lTpany. 'Ihe: last general rate 
increase becaIOO effective June 25, 1991, p.l.rsuant to D.91-06-047 ..:.tUch 
prcduced an increase in revenues of $64,820 or 90.9%. 

DI.SO.BSICN 

<XI June 5, 1995~ Richardson "''as appointed ~ the santa Cruz Coonty SUperior 
COJrt as receiver for z.n.W. 'Ihis action was taken in conjunction with a 
la~'SUit by the o::Unty against z.Kl-.W an:l its ~ for failirq to adhere to 
health arrl safety regulations. Ridlanlson was chll'goo with optratirq the 
utility in a ~ that ",~d e>:paiiently bring it into o::ttpliance with safe 
dri.nkin:J \<o'ater requireJnents. 'Ihe COmtlssion 3Wrove::l Richardson's 
receivership in Resolution (R.) W-3935, dated Au:JUSt 11, 1995. 

~O'M has a lorq history of water q.lal1tity ard quality prcblems, an:i has ~ 
turler inc~iiq SCl:Utiny by p.lblic health officials as it has fallen further 
out of o:r.pliance with current health st.arrlatds. '!he system currently draws 
water fron two creeks flC!tlirq ~ the service territory, p,nrpi.n;J water 
directly into disti-ibltion storage with no filtration or dllorination. '!he 
surface Water Treat:rralt Rule, prarulgated 'by EPA ani entorca:l by the OXmty 
~t of Health Services, requires all' surface ~'ater be chlorinatoo an:l 
filtere::l to rerrove vin1ses ani microorganisms. 
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Resolution W-3941 
Nt. <:h:\rlie water \-works, Inc./ABJ/TfS:rran 

HC",'., bt"\S had p.loo, treatOO water at its doorstep for awrox!r.\C\tely few.. .. years 
in too fom of the l-ooteviJu. pipeline, a coo:luit for treated "''at.er fl'01l 
Lexi.r'qton resezvoir in tho Santa Clara Valley. For awroxlnate1y three yeat"'S, 
Na·M has been in receipt of a camrl.tn:'ent fJXl'!\ the Depatt:nmt of Water 
Rescw."oes for a. lCM interest loan for "'-at&-- SUIl>ly i11lJ~em2'nts. Ib«ever, the 
project to connect to the pipeline has never bEqun, in lXu:t. due to lack of 
effort on the f\.nt of MaWl m:uugem:mt. 

Ridlanlson, in managi.rq the ",oater utility, thus has ~ main responsibilities: 
to brirq safe, treatErl water into the system as soon as p::>sSihle, ani to 
negotiate a pertmnent solution to water qulli~ problei!'So 'Ib meet these 
go.i1s, Ridlanlson expects to rrake substantial lIIproverrents to facilities in 
the next year 0 

Ridlanlson proposed an increase of up to $377,367 or 296% in his letter of 
August 4. 'IhrcOgh discussions with BraJxh staff. an:! rreetin3s with cust<:me.rs, 
the request was fu.~ to an in::n:ease of $280,320 or 22S%, incltili . .rq 
facilities charges of $106,872 for up:Jrade of the system. NO ~ is 
CX>Osi~.xed in the reqUest for construction of a pe.rmment water tie-lit. 'Ibis 
tie-in ~d be blilt solei y with IOOOey frau the. safe Dri.nki..rq Water Boo.:l Act. 

Branch has reviewed the rE:q.lest for an i..nc:::rease in its present fonll ani 
believes the SUl!il\lly of eanll.rqs is reasonable urrler the ci.tt:umstances. 
~'ever, the Branch believes the rate i.nc.rease shQ.lld be made for a limited 
perio:l of titre, subject to narora.rrlum ao:nmt treatment, ani subject. to refuni 
after a reasonableness review. Branch believes the special clrc:Umsta.nc::e of a 
receiver in this instance requires special reverJ1e ba1~irq ne:::hanisms so 
that the receiver neither derives a profit fran system eperations nor is 
urrluly hanOOd by rev~ shortfalls. In addition, t:lu'ou;Jh the diligent 
prrsu1t of system t1p}rades an:l ~i:ts durirq the next year f »::l\W shcold be 
expectOO. to have an entirely different <XlSt structure in the future. Limitir-g 
the time this rate is in effect will both provide con.suroor OOllfidenoe ard 
oarpel the util ity to file for pent\"lJ')ent rates in one· year's time. 

Ridlanisoft has ootained a $50,000 loan fn:m satatcga National Bank to pay for 
initial repairs: to the water system. NeWd is i'eqlest~ to inp::>se a SUlXharge 
of $31.00 per o..lStare.r per IroIlth to mlke principal ani mtere.st paynents of 
$56,000 in one year for the fully an-ortized loan at the pri.rre rate plus one 
percent. sinc:e this loan is only for one year, o:mnission awroval is not 
neoessat:y •. H<1«eVer, si.nc.e the surdlarge is a preccrrlition of the loan, oo-.W 
has requested the Carnlissien app:t'OVe the tOOthed of paymmt. '!he Branch notes 
that there may be prospects fOl.' potential sale of M2hW water system to a 
PJhllo entity. In sUch cases nol1!'el.ly p.lblio entities en:l up pay~ 
~lacemmt <XlSt of the ",rater plant less aco..mulatOO. depreciation. 'Ihe alOOUnt 
lX"'l1d by pJhlio entities is eventually o:>llected frem the ratepayers either 
thrOugh l.-ates or special assessrrents. In oroer to protect the c:ust.aoo.rs fl.U;J. 
payirq twi~ for the same plant the Branch ~ that the appr'uVal of 
this suunarge be on the cord.itlon that, in the event of a sale, the a..ners of 
NO'IW receive no c.cupensation for plant fi.nan::ed. by the ~. 

'Ihe Branc:tl rode an i..rdepen1ent analysis of MCW.i's SlIItI!'o:llY of e.arn.in:Js. 
Az:perdi)( A ~ ~iCWW's ani the Branch's estimated S1JItmllY of earni..rqs at 
preSent, ~t€d, ah.:l adcptoo rates for ~ year 1995. Because this 

• 
emat~e.ncy . rate increase is l1E'CeS.-~ on1 Y to re<xNer q..-.erati.rq expenses, no 
provlsions were I!\3de for a return on rate base. 
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Resolution N-3941 
Nt. Ol.."\rUe Water Works, Ino./ABJ/ffS:l!'Ciil 

Mel'M's filed tariffs ~uy cOntain one ~e,_ S<:h:xlule No.1, Metered 
service. - l-Kl'i'W serves ~Wroxiiratcly 153 custaneiS of ",hich seven are inactive. 
At the Branch's reo:mnerrled rates shown in ~ Bi the bill for a typical 
metered rate residential cUstarer ~d increase fran $10.00 to $230.00, or 
229\, pE'r tronth for one year. 

A p.IDli6 n-eetiiq waS held August ~4, 1995 at rara Prieta School, awroxirnately 
three r.dles fran the se.rvlce area. custaners in atter'dance reiterated -sare of 
the sarre points nade at prior roeeti,-qs. 'The Bratd1 representative in:i1catEd 
that Brandl \rK.W.d JOOst likely ~ interim rates for ona year, SI.Jbject to 
revision at that thre. 

FINDDrn MID c::t.NcrmIoos 

1. 'Ihe ~ts ~ SlIl'l'II'aIY of ~ (~A) is reasonable 
arrl shcul.d be adqJtEd. -. . 

2. - 'Ihe rateS ~ed bi the Bran::h (~B) are reasonable and. 
should be adCpted. _ 

3. Because the receiver has little p.J..'DPxienco q:,eratin:J the system. ani is 
lI'o3.ki.IY:J c:haliges to _ facilities ani ~tlOris, MCWd shCWd 00 auth6riu:d to 
establish ~i:arrlum acca.mts to record p.n.'d\ased. ~, t:mxhased water, 
water treat::It'leitt -~t naterials, caltract work; ~t salaries, 
professional 5el:Vices, office services an:i office SUWlies. Ridlal:ds6n shculd 
be t"eqUii(d to file a sta\::eirent of bal~ in these nerorarrlum a<XOOnts no 
later than SeptaOOer 1, 1996 aid to tile an advice letter at that time to 
either re.::x;Ner the balances or refurrl them to aJStaoors. -

4. '!he sara\:cga Natloi\al Bank l.Dan -is a sh9:rt tenn loan designed to prOvide 
~ ~y fo~ Wrast.ructure .repair at the _ ~inn.it¥.J of the year. l\s a 
coo:i1.tioo .of loon awioval, the Bank ~ested the loan ba tepaid ~ a 
one-year~-tarer sun::hal.'ge. to msuie t$yrnent. 'Ihe Slll:'Charge of $31.00 per 
cust~ per i'OC>nth to am:'.>rtize this loan shCuld be awroved. 
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Resolution W-3941 
lott. charlio Water Works, lno./ABJ/TfS:melQ 

5. since system. lnprcN~ts nust be IMde duri.iq the periOd of l-eceivership 
to reet state drinkfu:J water ~lity ~ts, ~ iEqlest-ed tmt a 
facilities charge be Instituted in o~.r to turd sUch ~IWem=nts •. A charqe 
of $59.()() per c:ustcrrer per JOOnth shcu1d be aWroved for that rurpcse. 
6. MY c:ust:arer ~ aoooont is inactive durirq the peri<Xl of ~aoili~ies 
fee surchal:qes shculd ba ~ to ~y accrued surchaI'qes for the perud of 
inacti.vily before ~ice cali be reactivatoo. 

7. sir.:;e the utility's stockholders are not financlIYj the p~ plant 
inp~ements, the stockhOlders shCold not be ~titled to seek any ~,pensation 
for the plant financed by the ratepayers shOuld such plant be acqJ.i.red by a 
p.lblic entity or sold to other private entity. 

8. '!he rates authorlzM ~in shoJldoo· in effect for one year only, 
because the ~.ratirq characteristics of the utiiity are likely to dlarqe 
durin:) that year. 
9. ~w shoold be ~ to file a Gellera1 Pata case, either by draft 
hivice letter or Afplicatioo, before septerrber 1, 1996. 

10. Previc:O.s <x:mnission orders ~i.n::J »:l-M to plXrlu<::e dOc:urrentatioo of an 
intertie eminee.rliq report with the lbltevina pipeline shalld be vacatOO at 
this tin-e. ~ order rt=q.rlrliq a report on water haulitq shct.lld also be 
vacated. circumstances SUl.~ those orders have charqed significantly • 

11. '!he Carmission's prior order of a sel:Vice cormect.ion lOOratorium in 
D. 88-09-071 should continue • 

. 12. '!he rate increase authorized herein is justified, ani the resulting rates 
are just an::l reasonable. 

IT IS mr.ElID) that: 

1. Authority is Cft'antEd urrler FUblic uti1iti~ (bde Section 454 for Nt. 
Chariie Water Works to file an advice letter incorplratln:j the SlI!IIr'aIY of 
~ ani revised rate schedules attac:hed to this resolution as ~ A 
an1 B respectively, ani cOOc:urrerttly to cance1. its presently effect.iva rate 
SChedule No.1, Genera1 MeterEd Service. Its filing shall a::rrpiy with Gerieral 
Order 96-A. rue to the ene.rgency nature of the rate increase r€q.lest, the 
effective da.te of the reviSEd schedules shoold be the date of filin:J. 

2. '!he rate increase autho):ized herein is terrp:>raxy an:l subject to refurrl 
peO:li.n:j a Gelieral Rate case to be filed. before Septarber 1 19~6. In the 
absence of further c.amussion Order, lott. Charlie is authorized. to dlarge only 
the rates awroved in D. 91-06-047 after Septenber 1, 1996. 

3. Mt. <barlie Hater Horks is authorized to establish rrerorarrlum a<:XX1JI\ts to 
record pn:dlased p::h.>e.I", p.nx:hased water, water treabnent expenses, naterials I 
contract work, Tt\3.Ilagel'tJmt salaries, PrQfessional services, office services, 
an:l office SUWlies an:l to file an Mvice letter to seek reo:rverj of those 
costs • 
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ResOlution W-3941 
:-ft. Charlie Water Works, lno./ARJ/I'FS:rrem 

4. Nt. Charlie Hater Horks, 100. is authorized to establish a S\m:harqe of 
$31.00 per o.l.Staner per tronth for twelve Jronths for the sole p.ll}X)Se of 
rep."\yirq a loan fran Saratoga uational Bank. 

5. Nt. Charlie WatR.l." Works, Ina. shall estabUsh arrlnaintain a sepnate 
balancirq a<XX:w\t in "hich ~t be teoorded all billed ~ revE'.n.le 
rel.ati.rq to the saratoga National Bank lban. '!be mlanoin:J ac.Comt shall be 
reduced l::IJ payomt of prlooipal ardinterest to Saratoga National Bmk.· A 
separate statement pertai.nirq to the Su.tchargo shall . . .. on each rustaoor's 
water· bill issued by aw1icant. My excess ~t oo~ in the acco..mt as 
of septenber 1, 1996 should be ref'urrled to aistaoors as part of the next 
General Rate case. 

6. Nt. <barIie water Works, 100. is ali~ to establish a Facilities Fee 
S\ltt::hal:ge to f\u'rl. urgently needed hprovements to the water systan. 'Ihe 
sun::ha.rqe, in the am:::unt of $59.00 per custarer per Ir¥:lnth, is to be in effect 
for twelve J!unths only. 

7. Arrj custarer ",'hOse ao:xmlt is inactive duriiq the pa"ic:x;l of facilities 
fee SUl.'dlarges is required to payaocrued stm:ilaxges for the perioo of 
inactivity before s&Vice can l:e reactivated. 

8. plant finan6ed thrcoJh the Fachities Fee SUrcharge shall be perm:mently 
e>.:cloooo flUll rate base for rat:.enaki.rq p.n:poses. . 

9. lit. Charlie Water Wor~, Inc. or its stoc:kholders shall not sook any 
carpensatioo for plant financed by the ratepayers shct.tld such plant be 
acq.dred by a PJhlic authority or sold to other entity. 

10. PreVious o::mnlssion orders requlrirq Mt. Charlie to report on an 
erqineerliq study of Montevina. pipeline int.el:06nnection ard on water haulirq 
are vacata:l. -

11. '!he o:rnnission's previalSly oroerei s&Viee COl1Ilection lOOratodum 
continues in effect lUltil tuture oluer of the Ccmnlssion. 

12. Mt. <harlie water Works, Inc. is requ.i.red. to file a General Fate case, 
either by draft Mvice Letter or Awlication, before sept.eni::er 1, 1996 • 
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Resolution 'ol-39-U 
Ht. Ch.'\rlie Wawr \-torks, Inc./ABJ/fFSU1'¥:"ill 

13. 'Ihis resolution Is effective tooay. 

I certifY that this resolution was adcpted by the l\lbl1cutilities camrl.ssion 
at its ~ar ~tirq on Sept.eirber 7, 1995. '!he follcwi.n:J runnlssiooers 
awroved 1t: . 

Actirq EXerutive Director 

mNIE:r.~. F&SSUR 
President 

P. GRExioR'l <Xm.c:N 
JffiSIE J I KNIGll', JR. 
JiEl.lRY M. ~ 

o:mn.lssloners 

-6-



, 

• 

• 

• 

Resolution W-3941 
Mt. Charlie Water Works, loo/ABJ /fFS t IOC'1'l\ 

APfUIDIX A 

Mt. <harlie water Works, 100. 

~V OF EARNm:;S 
Test Year 1995 

util ttl! Estooted staff Estkated staff 
Present Reqiested Pl"esent ReqJestOO AdqJtEd 

Item Rates Rates Rates Rates 
Operatirg Revenue 

loan surcharye 56,000 56,000 
Metered $122.640 $i4S.2S0 $122.640 $245.280 

Total revE'n.le $122,640 $301,280 $122,640 $301,280 

wratIDJ~ 
I\J.rdlased ~ $33,5()0 26,000 26,~ 26,~ 
l\lrchaSEd Water i1,020 21,020 21,020 i1,020 
Other Vol. Rel 13,660 13,660 13,600 13,600 
Qtpl~ee labor 68,177 68,177 68,177 68,177 
Mater als 10,750 10,750 iO,750 10,750 
COntract Work 4,150 4,150 4,150 4,150 
'I'l:'ansp<)$tion 2,974 2,914 2,914 2,974 
Office Salaries 8,000 8,060 8,000 8,()()() 
other plant Maint 3,120 3,120 3,120 3,120 
Mal1ageirent salary 41,915 41,915 41.,915 41,915 
Office Sel:vices 7,000 7,000 7,000 1,000 
Office Stq:plies 4 t SOO 4,500 4,500 4,500 
Professional setv 68,800 68,800 68,800 68,800 
In.suraJiCe 5,474 5,474 5,474 5,474 
General Expense ,6,000 6,000 6,000 6,000 

SUbtotal 298,980 298,980 298,980 298,980 

Prcperty Ta>!es 1,500 1,500 1,500 1,500 
lnoane TaX 800 800 800 800 

'lbtal DeduCtions 301,280 301,280 301,280 301,280 

Net Reverue (178,640) 0 (178,640) () 

Rate Base2 
N/A N/A N/A N/A 

Rate of Return2 »/A N/A »/A N/A 

1. 'I11is figure does n:>t include facilities dlarges for system 
inpruvarents of $105,120 for the test year_ 

Rates 

56,000 
$245.280 

$301, 28()1 

26,()()() 
21,020 
13,600 
68,171 
10,750 
4,150 
2,974 
8,000 
3,120 

41,915 
7,000 
4,5()() 

68,800 
5,474 
6,000 

298,980 

1,500 
800 

301,280 

0 
N/A 

N/A 

2. Not applicable. '!be ~ rate ioorease is only for CCNerage of 
q)er"atirq ~; no provisions at this thre for it rate of return • 
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Resolution W-3941 
lott. Olarlie water lbrks, lno./ABJ/I'FSll'nem. 

APPLICABILiTi 

APl»IDIX B 
Page 1 

Schedule No. 1 

MmMm> SrnvICE 

Afplicable to all meterEd water service. 

~'l 

santa cruz I-b..ultain terrH:oty, scmh of SUntnit Road, west of stat.e 
Highway 17, santa Cruz C»..mty. 

RA'IES 

carbined Sel:vioe ard 
Kinlnurn Charge 

~tity Rate: 
- , 

... " ....... " . 
For all water in e>.:ce.ss of 

$140.00 (I) 

500 albic feet, per 100 rubic feet $5.25 

31.00 (N) 59.00 (N) 

'Ibe OOtbined SerVice ard Kin1nuIn <harge is a readiness-t:o--smve 
chat'ge \ohidl also entitles the ~ to an allCMance of Up to 
500 cu. ft. of water for the nonth. 'Ihe dlarge is awlicable to 
all netered service to \tobidl is added the -q.lClntity charge CCl1pJted 
at the ('p3ntity rate for aU water used in exoess of the allowance. 

S~IAL a::tIDITI~ 

1. Residents Mlose hates were destroyed or retrlere:l uninhabitable by the 
Octd:er 17, 1989 earthtpake ard its aftem.ath wiil not be cha.i'qed the 
rEqUlar rronthly service charge until. their htm;s are :replaCEd or remerect 
habitable. 

2. All bills are subject to the reinb.Irserent fee set forth in schedule No. 
UF. 

(D) 

3. 'Ihe lOOI1th1y servioe an::l m1nLrum charge is an interim ~ rate, (N) 
in effect only for the IOOl1ths of septert.er ·1995 ~ August 1996. I 
In the ah:;ence of f\1rther direction fran the Ccmnlssion, rates for 
sept.eIther 1996 WOUld be $70.00 per ~th for servioo arrl mininum 
charges. (N) 
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ResOlution ~3941 
Ht. Charlie water Works, Ind./ABJ/fFSnnen. 

~ial o:n:tltions (COntinued) 

~1xB 
Paqe 2 

Sc:hedul.e No.1 
(o:atin.lf:d) 

tnm.mD 'SmvICE 

" ~ $31.00 ~ for loart %'epa -;t is inackl-t~lon to the water. w> 
· bill. 'Ihe.'~.'. ·mlSt.~ identr;tned .. oo eadt.bill. '!he~.' I 

is specifically for .~ ~~ of the loan tfun sarab:Xja National 
Bank. ~ SI..lI'<:ha$ ism effect Only for the lTalths of septE!tber 1995 
t:hftQ:jh AtxJUSt 1996. '. . . . . . (N) 

5. 'Ihe$59.66~'tor 'faCilities is In ac\lltiM to the water biiL . (N)' 
'!he ~ ~ be ·identifiM M eadl bill,. '!be ~ is 
~ltlcaliyto all.&wl t.he Febeiver. to Upgrade facilities to ensure safe 
drink.i.r'q water. ~.not OltientlY. ~lvlrg senrloe. frau the 
utility ~ pay a faciiitieS fee ecpal to ~ aoo..mu1ated.~thly 
facilIties fees befote service cah te activated. 'ihe Facilities . 
sUrcbal:qe is in effect only for the lOOnths of sept:enber 1995 ~ 
August 1996. . (N) 

6. All ra~' are subject to refuni peirlin;J a final o:rmdssion decisiOn 00 (N) 
Nt. Charlie's rate increase rEq.lest. . (N) 


