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I. BY THE COMMISSION

A. Statement 

1. On April 26, 2018, Prospect Mountain Water Company (Prospect Mountain or Company) filed a Motion for Final Approval of Disbursements from Capital Improvement Fund (Motion).  This Motion provides updated cost estimates as required by Decision No. C16-0571 for facility upgrades necessary for the Town of Estes Park (Town) to operate the Prospect Mountain system, and requests approval from the Commission to use the Capital Improvement Fund (CIF) for such facilities.  

2. Through this Decision we approve the Motion, authorizing the Company to use its CIF account to pay for the certificate of public convenience and necessity (CPCN) facility costs.  We also encourage Prospect Mountain, the Trustee, and the bankruptcy judge to complete the transfer of ownership to the Town in an expeditious manner.

B. Background

3. Prospect Mountain is a small water utility serving about 130 customers outside of Estes Park, Colorado.  On April 22, 2015, the Company filed for bankruptcy under Chapter 7.  Daniel Hepner is the appointed Chapter 7 Trustee for Prospect Mountain’s bankruptcy estate.   Pursuant to orders of the Bankruptcy Court, the Trustee has operated the business of the Company pursuant to 11 U.S.C. §721 to ensure uninterrupted water service to the Company’s ratepayers.  

4. Prospect Mountain purchases treated water from the Town.  The Trustee entered into an Agreement with the Town whereby the Town will take over day-to-day operations of the Prospect Mountain water system for at least one year contingent upon certain capital improvements that the Town requires for the health and safety of Prospect Mountain’s customers.  

5. On June 1, 2016, the Trustee filed an application with the Commission to approve the Agreement.  That application requested:  (1) approval of the Agreement; (2) an order from the Commission granting a conditional CPCN under Rule 4 Code of Colorado Regulations 
723-5-5102 of the Commission’s Rules Regulating Water, and Combined Water and Sewer Utilities, for certain capital improvement projects contemplated by the Agreement; (3) authorization to use the CIF to pay for the CPCN upgrades; and (4) shortened response time to the final motion for approval of updated cost estimates. 

6. The capital improvements contemplated in the Agreement include:

a)
Corrosion Inhibitor equipment, for a cost of approximately $15,000; 

b)
Equipment necessary for remote system monitoring, including tank level indication, flow and pressure indication, chlorine residual measurement, automatic system controls, and radio communications, for a cost of approximately $60,000; and 

c)
Booster Pump Station Replacement for a cost of approximately $323,800.

7. On March 8, 2016, the Town approved the Agreement. On May 25, 2016, the Bankruptcy Court approved the Agreement.

8. On June 24, 2016, in Decision No. C16-0571 in the above-captioned proceeding, the Commission approved the Agreement.  The Commission granted the CPCN Application, and authorized Prospect Mountain to use the CIF to pay for the improvements, conditional upon final approval of the updated cost estimates of the CPCN projects.  

C. Motion

9. On April 26, 2018, the Trustee filed the Motion to provide updated cost estimates and request final disbursement authorization from the CIF, pursuant to the requirements in Decision No. C16-0571.

10. As set forth in the Application and the Agreement with the Town, three capital improvements were initially identified that would need to be made to the Company’s system.  Since the Town has begun operation of the water system under the Agreement, the Town has 
re-evaluated what capital improvements are immediately necessary.  The Town has determined that it is not necessary to install a Corrosion Inhibitor at this time, but the installation of the remote system monitoring and booster station replacement are needed.

11. The Town has further clarified that the remote system monitoring must also include installation of electronic meters on the homes of water users, in addition to the installation of equipment listed in the Application which will allow the remote monitoring of the water system, including tank levels, flow and pressure information, and measurement of chlorine levels. The booster station replacement proposal is modified to install the new booster pumps in the pump house where the water tap from the Town is located.

12. The Town has obtained bids for the two capital improvement projects, and has provided an updated cost estimate for the remote system monitoring and the booster station replacement projects of $262,035.  See Exhibit B to the Motion.  The cost of the capital improvements has been substantially reduced, and is less than the $398,800 originally estimated by the Town.  On April 6, 2018, the Bankruptcy Court granted the Trustee authorization to use funds in the amount of $262,035.00 to make the capital improvements set forth in the Motion.

13. As set forth in Decision No. C16-0571, if the actual costs are less than the final estimates provided by the Town, the Town shall return the difference to the Company, and the Company shall remit these funds to the CIF.  In the event actual costs exceed the final estimates provided by the Town, the Trustee may seek additional authorization from the Commission for disbursement from the CIF in this proceeding.

14. The Trustee states that he has conferred with Commission Staff (Staff), and Staff supports the relief requested in the Motion.

D. Findings and Conclusions

15. Pursuant to Commission Rule 5112(e)(IV) and Decision No. C12-1429 in Proceeding No. 12A-1049W issued December 14, 2012, the Company created a CIF escrow account to be used for the benefit of its customers and managed by an escrow agent.  Prospect Mountain requests authorization from the Commission approving the Company to use its CIF account to pay for the updated cost estimates of these projects.  
16. We grant the requested authority to fund the CPCN upgrades using the CIF, based on the updated cost estimates contained in the Motion. 
17.  We find that the estimated facility costs, as updated in the Motion, are reasonable.  Importantly, Staff supports the Motion.  Staff has been, and will continue to be, essential in overseeing Prospect Mountain’s bankruptcy and transition to another utility.  We are pleased that the Town has found ways to reduce the costs for the improvements necessary to provide adequate service to Prospect Mountain customers.
18. We note that at a status conference held April 5, 2018 at the U.S. Bankruptcy Court, the judge expressed concerns about the length of time this matter has been in Chapter 7.  It has now been approximately three years since Prospect Mountain filed for Chapter 7 protection.  We share the bankruptcy judge’s concerns regarding the lengthy Prospect Mountain bankruptcy proceedings.  We support the bankruptcy judge’s and the Trustee’s efforts and encourage the expeditious completion of these proceedings.
II. ORDER

A. The Commission Orders That:

1. The Motion for Final Approval of Disbursements from Capital Improvement Fund (Motion) filed on April 26, 2018 by Prospect Mountain Water Company (Prospect Mountain) is granted, consistent with the above discussion.  .

2. Prospect Mountain is authorized to use its Capital Improvement Fund account to pay for the certificate of public convenience and necessity facility costs as updated in the Motion, consistent with the above discussion.

3. This Decision is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
May 23, 2018.
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