
Decision l~o. / '/..2/3 

In tho rn.~tt0r of tho 1l1:lplicat ion 
of San Jose \'f$.ter ~\[orks for au­
thority to inc~ouse rates. 

McCutchen, Olney, Mannon & Green, by 
Allc.n J?.. :,:a tthew and Lei b & Le i b. for 
A:pp 1 i c ::mt • 

A~cher ~owden, City ~ttorn0Yt and C .. B. 
Goodwin, City ~,::anag0~, for City of San 
Jose, Protestant. 

O?I~:IO:~ - ..... -----
Tho San Jose V1at~)~ Works, a. corpo;:'stion, is s pu.blic 

·~tility engegea in the business of su:ppl~e wate~ for domestic, 

cO:ru:::l.0rcis.l t'.nd mmicilxl,l purposes to consumers in the C1 ty ot Sen 

Joze, the ~o\','Il:;; 01: Los Gc.tos and. saratoga and 8.0. jsccnt te:r:ri tory 

in Sunta Clare Coun~y.. ~hc applics~ion in this proceeding alleges 

trot by res-son of the great d.ocreaso in the :purchasing power of 

:noney and tho incres.sed cost of operation zinco the p:t'eeent sched.ule· 

of r.)tcs bCCa:Ile effective, tho earnings o.erivoc. :for V/s,ter se:r ...... ice 

are now, 1::"'16. :for s. long tinl€: p$.st have been, i::J.su.f:ficient .to yield. 

to c.:pplico.nt r.. just snd :::'ollsons.olo return upon the wlue of its 

used and. useful l?roperti0z. Thorefore, tr..c Raill'oac'i. COmr.1ission is 

asked to authorize an increos0~ 8cAe&Ule of rates which wlll yield 

c juzt mla roasonable return upon the valuo of its pro~0rties. 

Puolic nearings in telS matter were he~d in San Jose 

a.ftor all interested. peorties were duly notified. ane.. given a·n op-

portunity to 00 pro sent anQ 00 flourd • 
. 
Tho rt:to schedulos now in effoct on t:his system have 'been 
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fixed "01 tbi~ Comcission in fo~ soparote proceedings. Tho rates for 

tho City of San :0::;0 ani vicinity wereestcblished :,:SY 22, 1914. in 

Decisi on IJo. 1534, Cazo ~o .. 4'76. :J:he sar:lC ra to:;: were also cb..:.rged1n 

Se.r3.togu. With. tD.G C~C01Jtion of So slight :nodi f'i cr. ti. on in the chorge 

for fire hyd.rant sorvice, the above schedule was ::nad.e applic able to 

the LoS Gatos district by )eci:::10n ::0. 2654 in Application :~o .. 1414. 

d.ocid.od. ... ·U$Ust 2, 1915. l::ato:;; i'or the so-~o.llcd Hie-1l Line district, 

between Los Gatos ~1!ld Z~.ratoga, W0r0 fixed. :,ove:nbor 27, 1917, in 

DeCision :ro .. 4900, .lpplica tion :;0 .. 2892. Tho rut 03 in effect in the 

V1ncls:lcl a.i2tri ct, alsO co..l1ed t:10 san S:o::nas :;)i viSion, were o::;:tc"o-

1i~i:.ecl :,;rJ.Y 29, L)2Z, by Doc13i on 1;0 .. 12154 in Applies. tion Ho. 8917. 

The ~o3ent rato sehe~ulos ~re inps.rt as follows: 

San Jo::::e, Los Gatos und 8ar$.to;~a Division. 

Motel' 'Rate s: 

lJonthly miniI:u.m for 4,000 gallons, or less ........... ~ .90 

4,000 gallons to 10,000 gallonz, per 1,000 gallons ••••••••• 20 
.10,000 gallo~z to 100000 g~llons, p0~ 1,000 gallons ••••••••• 15 
Over 100,000 gallons, per 1,000 gallons •••••• ~ •••••••••• ••• .12 

County ar:.e. ! .. :unici 'O~l.l U£e: 

Schools, BuilQiuS2, etc. 8t regul$r ~etcr rates. 

~eVlor Flushing, Parl, and Law-n Irrigc.tion. ;':onthly :rini!!lum •• 90 
All water used, per 1,000 gallons •••••••••••••••• •••••••••• .12 
Street Sprinl:1ing, per 1000 gallons ........................... 12 
Pire Hydrants owned. ·oy Ci t~r I :.Qcr ::::tonth (Sa.n :OS0 Division) •• 1.75 
:s'ire Hydra.nts owned by water COl'!l:pany, per :tonth (San Jose 

Division) ••••••••••• 2.25 
Pire liyd.:rants ov.ned. by '::o.'tcr COlll!lsny, "Oor ~onth (Lo:;; Go.toe 

jivision) ••••••••••• 1.75 

?:onthl;v Flat Ra'te:::: 

"" .1' -,.,... (>. At: 
.)JwO.l.. l.r.:.e: .:::.o-..::. ... O.;;. ••••••••••••• ··················~·.:.o; 

to ••• 1.10 
To11ctc ill Privat~ Romes •••••••••••••• ••••••• •• 40 to ••• 
3ath t~o~ i~ ?riv~te Eo~es •••••••• •·•••••••••••·•••••••·•• 

Hi""h LinD Divi·z:l.on. 

~:Ieter :;'8, t0Z: 

::.:onth.ly :ninimum Z, 000 C;~.llol'lS, or less ............. ••••••• .. • .. 
3,000 gallons to 10,000 gallons, per 1,000 gallons •••••••• 
10,000 gallons to 100,000 ga110nz, ~cr 1,000 gallons •••••• 
Aoo'7e 100,000 gllllonc, po·r 1.000 go.llons ••••••••••••• ••••• 
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San Tomas Division. 

;~:eter Rates: 

:,:onthly :rt.:i.nimu:n. 5/8" 1!ctor ••••••••••••••••••••••••••••• 
o to 600 cubic feet. per 100 cubic feet ••••••••••• 

600 to 1,000 cubic feet, pel' 100 cubic feet ••••••••••• 
1,000 to 10000 cubic feet, per 100 cubic feet ••••••••••• 
Allover 10,000 cuoic feot,por 100 cubic feot ••••••••••• 

1.50 
.2B 
.20 
.15 
..12 

The aJovo-~entiono~ ~ecisions of the Comcission hcve con-

t~i!lec1. s co:::plete d.es-cri:ption of the system ~'ld the ~thod.:;: of op-

o:t'~tion. It iG therefore 1l!ll'lOCOssury to go :Lnto tl':.e~a m::~tters 

1\'.l"ther t~on to state t~llt 01.1 December 31, 1923, there were 15,009 

a,ctive sorvices on the c:ltire ;~ystcm, of which 92 per cc-nt. wera 

meterod. 

w. L. At1:..inzon ~l1(;. l:dwarc1. G. ~\.llgal, acting on be:b..o.lf of 

the ::lppli(;cl1'~, c.pprai:; eel the proserl t market val'u,c of th0 lnnti.s and. 

ritShts 0 f way bclongi~1g to tho CO:lPe.:cy at ;~~65l,389. 

~4O '!? :.:cAuliffe, COl'!l!ni~8ion'z lc.ne. e:-:pcrt, submitted. u 

appraising the prozent m:,1rl~ot v0.1'\10 of the land.s ~,nd. right,e of way 

ov;nea. by the San JOSr) \in-ter V:orx:s o.t ~~S33~835., at of Decemoer 31, 

1923. ~hi~ amount VIS,:;; sogree:s:tco. into ~;;506,528. for fee l~lncls 

and. ~27,308. for rights of Vlo.y. 

F. C. 'Herrman, Consulting Civil ~ngineer, acting on be-

half of tho San Jose 'j/uter Vior].:s, l~rosented ::. report ill which he 

estil::l['.tecl the present market valuo of its ';l.'ltor rights and ri1,)a.r-

ian rig~1ts, -excl~zive of rignts to 1.1.."ldol'gl'ound vlators. to "oe about 

GeOt8'0 b.. Elliott. Consulting' :~ll5'il1eer for the a:9pli(;ent, 

suomi ttoe. s. ro;!?ort irl which he fou..."ld the :present valu.e of the 

• ' , o"""'rtl'.l'\C o"".clu!~'lv'" o.r. 1 ... .,..,d.~, r'; ~"nt:.=: of 'way, V!u.,tor ri~7Ats p.aYSlct._ pr;10 0":, ... - ... v ,I.. .......... - "'- - '-' 

and othor i~t~ngiole va1u.o~, as 0: D0cc~oer 31, 1923, to be 

:::3,581,933. This v8.1uat ion \~::: bs.~ed. upon ::.n ullaged. rOl)rod.uction 
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cost. over s two nnd on\')-hu1f yoarconstruction :period.. la'sa 

cen't and. includ.es all physical structures uno. oClui:pmcnt owned. by the . . 
Company, inclu~ing certein non-op~rative property. 

Joseph R. Ryland., l'rcsi"dent of the Sa.."l Jose \'iater ';lorks, 

Jlr0sentcd Do report setting forth 'tl'lc S1.lm of ~3~570,444. as the 

historical book cost of the phySical properties, lan~s, rights of 

way and \"ro.tcr rights,. as of Dec€>:J.oer .:31, 192.:3. This tota.l was 

rn,.<.'.de up as follows: 

Physical stl'~ctu:res 
Lands 
Right r.; of ... vay .. 
Victor Rie;hts 

" 03 ., ~~3, l ,71 .... , 
.:325.011. 

28,061. 
113.660. 

:;;;3,570.444. 
This, ,according to the applicant. ropresonts the unde-

preciated vnluo of the various structures, lands an~ water rights 

o.s i'ounei. 'by the Corr.ciissio::l in Cc.ee 476, to 'which ilas 'boon ad.ded. 

the book cost of ad.d.itions ano. botter:'!lents with the corresponding 

deductions for the sales of lend and. for retireme~ts of othe~ prop-

arty • 

• '\.ssistant Eydra 'Olio :::nginecrs of this Commi 5s10n, gave th~ est ime.tecl 

o::rigins.l cost of teo opc:::ati~'o Ijl'Ope:rtiez. e':-:clu~ive of lends. 

rights of w~y and water rightz, as of Docember .:31, 1923, o.s 

~~2.8l4.99l; u 6.e:pI'ociation o.nnuity calculated 'by the sinking tund 

~ethod a.t six pel' cent \Vuz ~hoVJIl as $3.:3 .449; and. the estimated 

UI!lount, which would. have 'been accumulated ill the sink1ng fund had. 

the depreci~tio~ annuity 'boen co~powldod s.nnually ~t 6 per cent, 

waz found. to 06 ~~45,154. The net a~ditions to ca.pital from 

:;)ccem"ool' 31~ 1923. to June 30, 1924, amountod. to :;~?74,684. with 

a. corrosponding depreciation annuity ot ~ii4.120. 
A su:n:ns.l'Y of tile mrious appraisals presented. i: set out 

'balow: 
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tc.no.s. 

Present market value as of Dec. 31, 1923. 
By A tl~in:::on o.r..ci. .;,ngol fo::: Applicant ••••• , •• • .::;65l ,389. 

By :.!cAu1i:fi'e ami Robbins for COmr:lission ••••• 533,836. 

,,, t ~." t-<;" ,in er ,:\;l.fl!'. ' ...... 

Present :'iLo.rkct vo.lue as of Dec. 31, 192:3 

By HerClunn, for 1.:l.l"'1?licant .......... ' ................ 240,000. 

Physical ?ro~ertics .. 

Roproduction coct less 

~0prec~tion as of Dec. 31, 1925. 

3y Elliott, for applicant •••••••••••••• ••• 3,581,933. 

liistOl'ical Book Ooct. 

~s of Dcco~be:r 31, 1925 

By Rylend for Applicant ................... • .. • 

Physical proportiee ••••••••• • ••• ••• 3.103,712. 
Land:::,.............................. ........... 325,011. 
'Ri£:hts o:f Way ....... , .............. · •• •••• 28,061. 
\18, t e1' Ri gh t e • .. • • • • .. • • • .. • .. .. .. ...... • ... _........;l;.:1;;..3;;..,~6;;..6;;..O.:. ...... . ! Q !,~ f. . ~3,570,444. 

By !;~cKall and Reed. foX' Co=1 ezion 

Estimntod Ori~inal Cost: 

~bySica1 properties Dec. 31, 1923 •• 
Do-oI' eci ati on .t\:o:!lui ty ................ . 
siriking Fund AccumUlation •••••••••• 

!~ct Ad.d.itions und 30tte:rl':1cnts: 

Dec. 51, 1923 to Juno 30, 1924 ••••• 
Depreciation ~U!nuity on the 'cbove,net 

2,814,991. 
33,449. 

445,154. 

274,684. 
4,120. 

Total PhYSical :P:r o~e1'ties 0.::: of June SO, 1924 $3,089,675 •. 

Depreciation Annuity on used ana 
useful propertice ss o~ June 30, 
1924 ••••••••• •••••• • •.•••••••••••••• 
Sinking tun~ accumulation, June 30, 
19~ •••••••••••• ·~················· 
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There are no m:::.terial cliffcrencee in the various a:p­

:pr!).iscls of tho physics.l pr o:pe~tie z submitt eO. in this case. Thore 

is no ~is~greo~ent in tho m~tter of the·net additions and betto1'-

mont:;: to capital of .;;274.684 for tilo first six !:lon th::: of 1924. 

'Shen tne dcductiO:lS nrc =ne..e for equi ve.lou t non-0:90rati ve prop­

ertieS the historical, or book cost. of the ·physical pro~0rty 

submitted. 'by :Ryland. agrees ,"ory closely with the ostim~',tcCl. 01'-

iginc.l cozt of .,;2,814,991. presontoc:i. 'by :!acXall ami Becel of the 

Co~ission. ~\fter ~king ~ue cllo~~ce for non-operativo prop­

erty $.116. reco!'.ciling the results obts.inoo.. by reason of the di:f­

ierent :::.ct hoels usod in determining the ~.mount of psving over 

mains S.~1c.i. sero;ic0s, the rcproc:uctiol1 co st, less depreciation, 

of the physlccl pl'Opel'ti0s s;;.bmi tted '0"1 C" A. 'Elliott is ap-
pro.ximc.t~ly 14 por callt ercC"i.tor th.!ln th.~ cstim:;~tcd. originsl cost 

founa. in tA0 re:port of the Conmisl;;'iou
1 

I;; engineers. Giving due con­

eid.e~8.tio'll. to tl'l.c meth'Oa.s 0'1 'Valuation it is s,:!;lparent that there 

is 110 groat disagroem.ent in the appraisals of vCll-u.c of tho physica.l 

p~opcrties an~ str~ctures. 

. The s,.9prsise.::1Q.'lt 0 f the lands snd right s of way :!?~csc.ntce. 

Eoboil'l..s ~;53S,836, fo Cliffercnee· of ~~11'7.553. This c~~erentlY can 

be Do ttri'buted only to c,n hones~ d.ifferenco in judgment. tho en­

gine~rs for tno Co~ission ooins influoncod, perh~ps. to ~ some­

what greater degree by the recent sules of real property 1n the 

i=edi~~t0 vicinity. Both figures set out aoove, it shoul~ oe 

noted here, comprise' all of tho roal'cstotc owned oy the company 

wi th no deductione tor IDeA parts or ~arcel$ of lal'lri or rights ot 
wo.y as no longer :n;;.:y. "u c used. s.nCi. ~sofll.l, or rOSosona'bly nccesse.X'y 
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for tho company in the conduct of its public utility b~sine~s. 

'iVhile not Q.enyil'lS thut the wa tershcQ. lenrls oWYJ.ed. by 

tho COlll:!)t;l.ny ~ve :;;or:.e 'Vo.lue v;hich ;:''iJ.y properly 'be m:::l.d.e n P$.l't 

ot the rate b,csc in this inztcnco, i .. rcner 30wo.en, Ci ty ~~tto:rncy. 

talco::: the liocition tllut tco ap:91icsnt O'I"'llS not more th::.tn 15 :per cent 

ot the totsl Lvs Cetos Creek watersnod l~~o.s ~oove the pointz oi 

<1i 'Version aJ.'~c .. thexofo: c tho rezul tant vn.l ue to tho vra.t el' sy stem 

is zeriou.sly d.imini:::hoo. oecause the company doe~ not OVo'll su.1'-

purity of sup?ly. In tl.c;...:i.ition to'this tile citY;;'lc.intc.ins thc.t 

the gcnero.l chl:::.re.cter of the · ... 'stcx::::hed l~nc1.s is tho same ,'::c.otACl' 

belonging to the comp~ny or not. so thut ovmorship is not eseen-

tisl to protect the stroe.rr. :flaT. t1;.rough ·prCJventio.<.l of ttenua.ing 

the l~~d of timber an~ other vegotstlon. 

In thi::: resc.ro. t}1C COlr1!:lission in its clecisi on in the 

~ormer Cazc No. 476 ~~ys: 

If fl.ssuming that tho se lands 0.0 have u value ::': or 
the pu:::-posc of prot cct ing the purity of the V'Jater. 
it iz well to pOir .. t out ·~jl:lt in?z:::uch as the enti:re 
:flow ie not pl"otect.;)(l 'by ownership of 1[1110.8, the 
value of ti~0 nrot0ction will tl'loroby 'be mim.tlizod.. 
3csia.es in otilC:r localities it l~ s boon iound pos-
sible to protect tho s'o,pply of ~\'~~tc:r OjT :filtoring~ 
~mc1. it, i:::; intC1"0sting t 0 cO::l~·x:.rc t!~C conc1.1 tions 
tblt exist Yillerc urrorotcctcti v::l~';o:: j.2 ~·o:1.Q.Ol"od. pu:re 
'by :filtI'::,:~:i.on so as·to csti:mtc the :real v:;.luo of 
t}-~e ~)rotc~tiot! 'o~scd upon the cost of an 8.1 torn.:.;.ti vee 
~othod for 8~ch ~rot0ction." 

~. llls.n I\~tthow, counsc 1 :for 3:p:plicant, con tends 

othol" ::lcthocls O~ ,;;rotoctiol1 ::..go.il1st cOl1.tanino.tion were oi thor 

:pos~i'ole or~::no~:i'n c.~lcl tn::. t, while :;:t tho prcscl'l t t i;1).e pollut ion 
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0:: i':~tcrc ;;:;.:;;.;y- "00 neutra.lized. 'by r;roper treatment, it is neV0r-

tr.eloss still m.,:;hly ilc8ir~iJlo to preserve the initial pu.rity 

of ttc source of '\'latcr eU::?!,l:'! 'il'l:ere ecor...omicc.lly :Dossi'blo. 

0111~r :.:::ufficic!lt l~lnd h:.l8 been o.cq:u.ircd to in:::lU'o safe control 

oJ> t'ne .......... "',:, •. , ....... 1-\ ··ou"' ..... o""'·lor"''''·· '"' ~ t' .... t b' t' ... • ,;,\,0."' ....... .;, ... _~,I, D~. \I~ ... ~.l..!:' 0": .'lC O!1"lre ;;:; rCIl:l 00., no 

r:.ost vital 0:[ tl-:.c ri:9o.r:i.ull 1::~l1.d.s and a cO!lsideX'o.blo nro"Oortion ~ .. 

The :r cc ore. shov;c tl"'""~t tho c:Jtire Yla tct:.::hcc.. land:.:: 

no"1\' 0\'.';.106. 'Oy the San Jo~~ ',',':;l.t or ','{orks in the :'oc Gatos Crcelt 

are~\ amounts to 5,860 acres, whic:h ie :l zubstantiD.l land. holu.-

ing i:1 vic,,: 0:; the fDoct teet c. co~":i derabl a c.I:lo'U.nt of tb.e \'.o.te:r 

:::upply :12.S been davelop eo.. from wells. 

Conzid.~:rc:wle c ont rOY0rzy o..evclopc<.1. OV01' t:ao possibil-

lanc.s. Accorcli.lg to the best ovide:lce availcola, the cost to 

tho cOI:lgany of o.cCl,uir ing i t3 ::Jresent wat 0::' right~ und. ri:pl).ri~n 

rights, o:,:ol"..1ci ... e of water::::hoo. l8.11ds, b.c.S beon ~113,G60. 

us c: iven in the rc!,ort of i.:r. :-:ormann, is :;;:240,000. 

The City contended t!a.t through. ol'J!"J.e:rship 0 f watol' shed 

lc.n<is a"lCL by the :D't.lZchaze of the ripo.rinn ri[,htc 'below pOints 

of 6.ivcrsion to t~:c :.'xtcr..t of tAl;'; normal low now of the creek, 

the !lQPlics.:ht h:?s 0xtinguislled all antagonistio o.ive:sio116; 

thoro being t:c.en no $uch rigilts out stanCJ.ing, . other thun those 

'belonging to the e.pplic:'.lnt, t:hore can 'be no 'Value at all to 

tl::.o rights of .~!"):p:o::?ri8.tion not reprcsente,Ci in these lower 
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riparian rishts a..'1d t:1C wator zbod. lend. values. The city con-

tends fuxthcr th~t ~s the ltl.nc.s ill ti10 wate:r shed h.avo been 

valuec. for S'Cln:jor home lJurposes a..'1d for other .... scs to which 

such lands were !"!lost o.ds.:!?t<.l.o1e, which mel uded tho !'ight to 

usc tho waters from the streams for oro.ina.ry !luxposes, as well 

as teo right to disposo of sc~~gc in tne ~nncl' custooary in 

such :p10..cos, and as the value of the water rights WtJ,S J:l.:J.de, 

assuming the prohibition oi' t~1esc pri ~ilegos of use end occ'C.-.. 
pation there is then to th::.:.~~ 0XtCl';t, a duplic:;ltion of' values. 

In :::umning up ti:is position of' tile city, :'.I;r. Bowdon ssys, 

r'If they $oro entitled to summer home prices 1l1')on these lands, 

th~l ~;r~ .not entitled to water s'lZ.!)ply prices upon their 

wo.ter./Y 

Thst the Co~ission in its iormer rate ~rocee~ing 
with this COml)amr was inclineo. 'Co\vs,rd. this view 1:;; zhown by 

tJl0 'follo\';ing extra.ot :from the opinion of Co~issioner :Eshel-

=.an in Os.:;; 0 l~ o. 4'76. 

tTIn othel' v,ol'ds, if tilo w:).tor ig 
",;"or.th$225, 000. o.ncl the land. in tho Los Gatos 
w'"d.ter shed. is necess~ry tv thisi"lster. supply, 
then thCl v~l'U.o of tho lano. is inc lud.ecl :L.'"l 
tb.e ~lue of the w~tcr, ull<i. when ....... 0 vnlue 
tile water c,l1d ti;l0 11'J..."1d seps.:r::;t oly, wo b.a va 
s c.1J.!'lication******** .. 

; TTIn my 'opinion, .i t is iopos siJ le to 
dot ermine whs. t }Jo.rt any of the clements play 
in !'l·Oo.UCing s sup::?ly of water. Ad.mi tted.ly,· 
t!:0 \':ntor rir.:nt originally h\';to. to 'be purchaseo. 
uway from thiz land. o:r the company could. l'l.Ot 
ovvn it. And. when"by p~o~ sing the J.a:nd, 
t~c CO!ll}?S.ny secureS the VAter. it ha.s, by this 
one a.ct of pUl:'cl;Sse, :reoeived. both the wa.ter 

,rig:c.t and. th0 l·.!lCl :i. t :;;elf. .!.~ot o,nly <10 I . 
. cou:;;idor th~;!.t tl'l.ere is' vorysuostantis.l clup11-

, ... • ';l' 1 t" 1 . . t' . cr.:. .... ;J.on 1':rOo.11001.1. W~'l0n wa .:vn uo . !:l.S ~c.na. ::l.na. .i.lose 



water rignts :~e:par~tely, cut I lil-=ewiso bo1:iere 
that if tho la.VlcJ.e 'i."lere :;::010. 0 fi wi th the right 
to USe the water reserved to the O~lorc of 
thi:;; water s~"Ster.'l, So very s~ .. bst:;:.nti$.l cf:'ec·C' 
''"!ould incvi ta'o1~7 res'L'tl t upon the !nar:~ct value 
of t::G lo.l1d~ tl1cmscl·:es. :,I:\f ouimon is 
th:~.t when ~"ou bt:.y l::md ';(r.ich is riparian or 
0ther\"liso r:a"ter-QI.}aring, t:c.e :Drico which you' 
-po.y for thelMa. itself as much c.:overs the 
water as it clOGS the tiCloer or enything elso 
mmo::ec. to the roo.l ty. This :L.S well Imom 
:;':1cl. l"ecoenizod cV0ry'::hero, in th:.;.t land with 
\,:~I.tor ho.s o.n 01ilir.mced. val'l .. e over l::.;.uo. vJith­
out we. tor, and :: very ::luch o.oubt if the' sum­
mer hor:10 Oi':ner in tr~e ~anta Cru.z mount~dns 
would. Sive a very :::ubste.ntial price :1:'01' :l 
sucJnel' home in Los GOotos CDn·.,·on if the l~.1.nd· 
in :mcll site were 6.onuded. entirely o:f all water 
rights. ", 

Mr. :M.'ltthow urges in 'b~thalf of tl:e company thc.t the 

ownarchi:p of wa.ter sheCL land.s ~nd l'ipsl'io.n lc....'"J.ds UD ove tho I)oiut s 

of d.i vcr:;; ion ~i va tho o':mor thereof tilo "00\'\'0::: to conserve the - ~ 

ri;.ll-off of the catch;ncD;t o.roa through t he control 0:£ the timber 

growth an6. vegote. 'Cion a.nd. to tl1z.t ej:to~J.t insure regulat iOll of 

t::e low Z'U.r.l.'ncr !low ot t:c.o etreams, c.t the same ti.>n0 th'ere eX-

iztz the pO\'Jcr to prot0ct the ~'Ul'ity of the zu:pply o.gninst 

C Ol;.ta::lination::..no: pollut ion ,s. t its :;; ourc~. For these neco:=:-

70.11.:.C in all justice cannot rcssono.bly ":lc diminished. because 

of the l'ostJ. ictio~1s impo zod. thereon tlll'?ugh tho de~ication 

o:f:' :..;uch 13.no.:: to the l?ublic usc. In othor words, the posi-

t~on of counsel for the a~~lico.nt is tbBt tho dedicstio~ of ... . ... 
l:.u~cl::: to l)U'olic use 0.00$ not .oy virtue of that act, diminish 

the 1-alue 0: z1.'l.<.:h l:.l.lidz to "v:c..c cxter~t of the lir:litations and 

rcstri ctions imuoscd thor c on ::l.l;.O. on:::: the owner o:f s'!;.ch l::I.!ld.s .. 
from the rigl:t to apprc.isoLiont at the fa.ir rn.a:r:l{et vcJ.ue. 
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Co.unsel explains further that the ewnerah1p e~ 

water shed lands am lands r1parian to. streams carries w.1th 

it selely the right to divert the water frem euQh streams 

for the bene!i c1&l. uee upon the ri:pa.r1an lands aDd no. ethan; 

tbs.t in erder to. remove the wateJr and export 1t fer usee be­

rend the riparian lands, the add! t1enal.. and entirely distinct 

right to. 80. appro.priate these waters must first be acquired. 

In this ca.se, the rights ef apprepriation have been acquired 

by presQr1pt1on through well mown open and long continuous 

user for s. great IIlftllJ" rears a.nd. also br the ext1nctien of 

oen:C.1oting n:parian rights below: the po1nts ef d1version. 

"When", says Mr. :Matthew, "we are val.u1ng water shed lands 

in thE> first instanee and, in the seoo.nd plaoe, the right 

to. divart the waters from en aotual water course fer use 

belond the l'1par1a.n land, there is no dup11cation whatever." 

Th&re 18 without doubt a value 1nwaterehed lands, 

a. vsl.ue in ripa.r1an r1ghts and a value 1n the right of 'ap­

propriation, and there is a definite dist1nctien between these 

several elements. However , it does net appear necessary 1n 

We prooEted1n6 involving rates to. determine definitely the 

va:Lue of the8e water rights. 
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•• '!:I l' 0. .. Jr. ::.y ... Mo. I'rGSf)ntc o.n estim.::.:te of the m&int~nmnce 

and. opera tins expolJ.ses for 1924 of ~;290.,470. incl urling an 

cstims.t e of ;~2. 944 for dopl'ccir>.t ion. This o.r.lount incl'u.cled. 

for puml'i.'lg 0:-:::90nSos fo:r tho j. ... oo.:r vl!-..ich "oy o.n altern$.-

tivo mcthoC: wns 0stim.c.tod. to be not loss thsn ;~;56,621. !ro 

o.llO"l/;:.'.nce. howGver, Vh1S ::l.ac.le for the expense of cOno."J.cting 

the :9r0sont :pl'ocoeding ocfo:re the Eailros.d Cozr.:n.ission. 

:~1 0stimst~ of the uyoragc future operoting costs. for 
~ 

tho licxt ti'.l'ee ~T03.rS vIas D.lso suomit ted. 'by :.:r. Ryland. uno. 

amounted to y250,864 r exclusive of deprociation. 

Tho i~vQstigation of the uccomlts ~~d rccor~s of this 

shows thot tho revenueS S4~ operating expenses from 1921 

to :-.mo 30, 1924. ho.ve boen as folloVJ:~: · · · J~'J'l.l · to 
· . ". · Juno ZO, · . . · 

· · : ?'evonQcs rcceiv~olo 
· · : O,o:t' 8. ting Zx.:.)CnS0S, 
: Le~~ Dep=eci~tion 

· 10~i · 
;.~293 , 295 • 

161,66$. 

1;22 1~2S 1924: 

(;306,981. ,.;2125,813. ;~lo8,141. 

167,762. 199,133. 129,867. 
· -------------------------------------------------------------------

Tho costs of o:por~: tion a."ld. t!s.intenunce, exclusi va of de-

prcchtion for tl-:c irnmcQi: .. te futuro Vlere estimsted in thi~ ro-. 
port to 'be ~;2Z2,950. This estirote .S".ivcs a cO:'lsiciersble in-

crease over t:'lC o.ctu.al e::::9cnS03 for the preceding years G.S set 

ou.t S;)OV0. This i::: in part r:.ttrioutablo to the no.t...-u:sl growth 

of tho b~s~ncss out principally to the very 1~rg0 oxpense in-

"701 ved in c:-..o.nging. loworing 0.:.'.<1 ro~lacills muins, cervi ces and 

carried on by the City of ~an :080 and. t1:..o County of Snnta 

Claro hl tor:ritory servc<i.. by thiS cO::lpo.ny, to the ad.d.itiollnl 

o'1l:rdcn 0:: OI:10rc:cncy :pur.'lpine 'wi ".;h t:,:,o resulting increase in re-
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1'$i1'8 to pumping equ.ipment r!ooossittl. ted.. by tile e:~trenle dry 

year and the failuro 01' the sravi ty s up:ol~r to 'fil~ tho ztol"age 

reservoirs, (1110.. also to cxpcns0S inct~red. in the !'rope.ration 
• 

and ~'):,esollt:;.tion of this CI;,:;:O cefore the CO!l1I:l.i::::sion... :rhe 

evid.ence S~O~~ thct in order to<cvo1't a sorious shortage of 

water it VI'SS neCe8So.ry to install facilities to supply water to 

tho towns of Los Cat 0::;. So.l'o.tvgs. ant: the o.cljo.cent territory by 

pum:9ing fro:::l tJ.1e wells in SOon Jose, whereas in ~lcars of nOI'raal 

op01'c.tion t~'lis entire c:.istrict is su.pplied. by gravity \V"lth some 

excess av~ilcblo for usc in Sen Josc. Although consi~eration~cs 

ZiVOll by the Commission' ~ cne:ineOl"S to those i'tems of e::-:pcnse 

';:hi cll a.na1ysi~ of the opcr:;:.ting condit ions demonstrc.t os sho:.r1cl 

IlO~ reasonablY rccul' o.n.."'l'I.W.lly, :-luG. :provision. wes D.ccorCi.ingly 

:oao.e to sproc.d sl1ch mq)cns es over a :period of years, so great 

has been this cddi ti~:mal ourCi.en tl'-.a t the rcc:.;.l tis nO"'icrtholes:;; 

~~< .zubstantia.l increase over tl:~e eost of oporation durir..g' thc 

prece d.ir1E~ ~;oa=s. 

3..'Ccc:!;tion was taken by the City Attorney to the cstirr..ate 

oi fu.t<u.ro operation 0.z:2?enzos in this report e.:;; -o01ng execs:=;-

mission und ci.istl'iiJution :::~,in eX.~/onsos as ini'lucncod. by l:n:l.Vi:1t: 01'-

orations. As the ;;~:::\r 1924 vIill "00 characterized. b~r aonol"mlly 

esti~~te of the future costs of oporction zhould wholly disregard 

1924 oX',Ponzes Ul:c.. should. 00 oc.eed 1.':.pon the svere,6'c operating costs 

of tho yce~s 1921, 1922 and 1923. 

:Randall SlliS, az C ol'lculting cne;incel" for the City of 

SOon Jose in this p=ocoedine:, l)resentcd a tabuJ:;.tion in which the 

oporating eA~cnscs for the ~a~t three years Were com~ared ~pon e 
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porcentage 'ba.sis, item for i tOn:l, with. the estimate of tho f'ut~e 

expenses shovlin in the rel'ort of the engineers of the Commission. 

V;'hile this comparison zhowec.. certain itc:'!l.S to have been incre'aeoe. 

b:r a gros:ter -oorcemtcge t:r.an ot:b.ors, it is significant th~~t thie 

O~1.i·r:;it ZhCW00. the total csti!:lstcd. fut:.lre OPOl"stine e:q>enzes to be 

but 18 pel' cent higher thun the eXEensos of tho yl;:ar 1923. It 

sho~d be pOint E!d out th:;.t t .::is increase mu.st ta}:e CCLre o:f. the 

the a.'bno:rms.l expense::.: ol:roady inc'\%'· :red ~nd to '00 inc'tr red. a.uring 

t:hc la.st six !:lonths dl 1924. 

Obviously it would. 'be u.nic.i:o to disregard the a~no:r:nal 

O:l..l?cnscs to which this cOt:l:pa~v, through no fault of its own, l"..as 

'beon pu.t O~T :rea:.:: 011 of :18. vlng operations, the present ru te pl'ocecd.-

ing an~ the additional costs incurrod through em~rgency pu~mp1ng. 

It is a :=': .. i tter of CO!:lr.1on :mov:led.ge tho.t the entil'o ::rto.te has this 

yeal' experienced the driest year in its history. 

The evid.ence indicates that tho ~llowances for r>8.';"~Lg 

as l'~fl ected i!'.l. the various it e~-;::: of expenses in tho report of the 

engineers for the Commission 0.l'0 S o:-newr..at gl'C8. tel' tho.n the un-

cortainties of the futtll'€l warrMt, and. in establishing a scAed.ule 

o:f ro.tf:lS the Comr.:li s~ion will carefully con~i d.or all clemonts which 

may rcs.s .lmbl:y·· '00 expocted to a.ffoct tIle o'per~~ting a.nd maintens.nce 

0XJ}Cl'lS ,s d.uring e. normal Y!Jsr, together with the e.bno:::ms.l e:~l'el1ses 

to which tho utility has been subjccte~ during tho few YOUl'S in 

the i~~ediate past. 

Tl~c ros-:.::.lt-.s of o:pcrstion for the yeCJ.r 1923 a.s set ot:t in 

the report of the· ~~ngilleers of tIle Comnics:ton ind.icates tl's t the 

COnl:?a.ny h::.cl avuila'ole for l'ctt.n;n the ZUl:l of ,>~3, 231.00, \"lh1cb. is 

tbe eouiva.lellt of 0. rctl.ll'n of 2.94 pel' cent upon u tontativc rate .. 
ThZs was deteruined as follows: 
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In Ca~o ::0. 476~ tho CO!!Cliesion stated that ;;;200,000.00 

represonteo. a 1i'beral a11ovl8.nce for the originsl co;;:;t to tho Com-

:f'ou.."1d their value tOJO ~;;307 • .329.00. 0.3 of DeC()ClOCr 031. 1913. 

Approximate Actual Cost of Lands. 
~ieht::: -o:f-'.:o. Y {!.lId. ·•· .. at eX' :\iC'ht::_ 
Case I~o. 476, JecemoG! 31, lS13, 

IJet Additions, Aotual Cost, 
December 31, 1913, to Dece::focr 
5l, 192Z, 

Physical property as of Jccc~ber 
31, 1923, 

Tentative Rate Base 
~ecomber 31, 1~23, 

!~intone.nce & Opor;:!.ting 
:':""-:pen::::c, 1923, 

~eprcciation ~~uity. 

Rev~nues for ~92Z, 
~otal Bxponso, 

Available for Rot~rn 

$200,000.00 

1l9,404.00 

2,814,991.00 

~:~3, 134,395 .. 00 

199,133 .. 00 

33,449.00 

232,582.00 

325,813.00 
232,582 .. 00 

93,231.00 

Thiz is oq,uiva1ent to U l'etu.rrJ. of' 2.94 per cent u!>on s. tent!J.tiv0 

rate base of ~3,1~4,395. 

~he rat abase 'usc d s,";OVQ has 'boon predi CQ. ted. tr.J:'oughollt 

upon tho o:t'igina1 cost to the Company and. represonts, thexei'ore. 

the extromo !:lini:nur.o. v·clue for :ro. to milking puxpozos Ul.l<ler present 

~rice conditions of tile ~ro~orty of this Company devoted to ~ub-

lic use. Tho substitution o~ ~ny of the other appraisement:;: 8ub-

mitted in this case~ which have beon end must bo givon thai%' 

proper conzid.era.tion, will l"es1:.1 t i..."l roducing the 1'8. to 0 of ret'llrn 

0010',1 2.94 T'er cent. Aftor making s.llow~.mce for tile ado.itions nnd 

bottorulcnts to capital for tho first si:~' months of 1~24, wit11 the 

corrot::pond.ing inC1'00.:.0 in the depreciation cl'.orges, a.n<i f.m.lcing 

provision: for' '."/orking ca:oi'.;sl s..i.1o. efter the necessary cOl1zicie:ro.-

tion is given to tho increased. cost of future oporation and main-
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tens.nCQ, some of "Nro. ch were not inc luded in the r0sul ts 0 f o-oer&-.. 
tiOllC for 192Z, az zot out abo,·e, it :nu zt 'be nppc.ront thct the 

applicant herein i~ entitled to un& mu~t be given ~ cuoztantial 

inorease in rates. 

This opinion would be incomplete if reforence v;rore not 

:no.de to the c entontion 01 ~;hc City of St::m Jose to the ef,fect tht.t 

by reason of the conziJl'vnti va l:lethodz of fiL.:mci."1g t.ncl "'.;;ho ~co-

cr~l'actel'ized thie utility, it.is not entitled to th~ S$mc r~to 

of return upon its invel;;,tmelltz as those utilities whoso cozts of 

fin~~ncing have been rolctivoly :1uch greater. This Company has 

cO~"l:;:istC:ltly fin:;,nced its !'rojects through the issuo of common 

stock ar.ld has never secured. noncy 'by moans of bond-issues. The 

evidence th~oughout this 'procoeding ~s well ~s the former matters 

ocf'o:r c this Co::::mission show co;~clusi vely that the :::lanageme Itt cnd. 

operation of the So.n Jose VIator Vior:,:s hee alws.~"S coon cond.u.cted 

in an economical and cifici0nt rnc.nncr, suel it should 'be pOinted 

out at thiZ ti:n0 thc.t ti"lC sJ.lc.ries a11d wages l')aid to tho officer~ 

~r,a. employees of this Company in sever~l instances have been main-

tn.incd. at the millimt:...~ DmO\l..."l.ts for tho ch:>:'l'actor of service por-

fOr.ncd.. • ... ttontion i~ invited. to tho p:rovisions of the J?u":)lic 

ttilitic$ Act, Section 20, which are as follows: 

lT~,..::ction 20: l~othinp: in this act shall bo tOJ:Cll to 
Ilrohi oi t ony pliblio ut ili ty from i tsolf :91'o1'i ting, to 
the (;;xtcnt 'cermi ttori by the' Commission, from any econo­
::nics, efficioncies 0= improvoments, which i t ~ay mke , 
and 1'roo d.istrio~ting 'by way of dividends or ot:c.orwiee 
d.isposing of, the profits to Which it may '00 entitled'h 
and the Co:am:.ission is authorized. to make ot :permit suc 
ar=~nger!lent 0= orrangements with any public 'o.tility ~z it 
may deem wise for the pur~ose of 0nco~aging ~conomies~ 
efficienci~s or im~royements, and. s0cUIing to the ~ubllC 
utili ty mking the'" SD.":'lEl Zilch portion, if any, of tho 
profits the:roof as the Co~ission may d.etermine." 

~o ponalize a public utility for efficiency and economy 

in r.lSl18.gemcnt and o!'cratiol: co~la :rec"l.llt only in :placing e pre:::o.-



The following increased sohedUle of rates will greatly 

simplify opera.tions br pls.oing the entire 618tem upon the same 

general use charges. The ra~os set out herein, it 1t cst1me.ted 

Will increase the revenues on the ~923 bs.s1a suoh that a fair . . 
retu:rn will res12lt to the CompeJl3' under efficient opera.tion and 

a.t the same t:1me will not 'tllllleoeses.r1l3' burden the public. 

The following form of order is aubm1 tted.: 

OUDER -----

San Joee Water Torks, a corporation~ having m8de appli­

ca.tion for author1 tl to increase the rates charged for water de-, 

livers! to QO~erB in the City o~ San Jose, the TOwne of Los 

Gatos and saratoga. and ad~aoent terri torr in Santa Clara CO'DILt;v', 

public h&ar1ng2 having been held thereon, the matter having been 

submitted and the aomm1eaton being now f1lll,y informed tbereon, 

IT IS :aERE:Er.r FOtJm> AS A FACT that the rates now oharge~ 

by San Jose Water Works, a corpora.tion, for water supplied to 1ts 

oonsumers are 'Ilnjust a.nd unreas enable in so fa.r as they differ 

trom the rates herein establiShed. and that the rates herein es-

ta.blished. are just and reasonable rates for such servioe. 

Am bs.e;Ing the order upon the foregoing f1nd1ng of 

fact, ant upon the statements of tact conta.1ned in the preoe41ng 

op1ll1oXl, 
JOS& Water "orkS, a. 

co~ara.tion, be and 1 t is hereby a.uthorized and direoted to tile 

with the Railroad Commis st on on or before October 31, 1924, th& 

following schedule of ra.tes to be charged for all '~ter deliTered 

to consamers subsequent to October 31, 1924: 
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!'.!:Lni!llUI:l t~onth1y CharR'0s: 

5/8 inch :noto:r • p • · .. · . . . · .. 
3/4 inch metol' .. .. .. .. .. .. .. · . • • • • 

1 inch ~-:loto:- .. .. .. .. . .. . . .. .. .. .. .. .. . 
inch r:1ctor .. . .. . . . . . .. • • • • • • 

2 inch r:l et or .. . .. .. . · .. 
3 inch :acter · .. . .. .. .. .. .. .. .. .. • • 

4 inch :.:10ter · .. .. • · ~ • • 

5 inch :role t or • . .. · . • .. .. .. .. • 
Each of tho for cgoil'lS "~ini-:1UJ:l monthly cooreos" 

wUl onti tle tbc C~');'~:"t1!:lcrs to tho C!..ua.'1!ity of 

cbase at the following 'f::'.onthl:t metor rates." 

:.ionthly 1!etel' Rates: 

2.00 

3.00 

6.00 

9.00 

18.00. 

28.00 

55.00 

o to 500 co.bic foet, lior 100 cubic feet ... $.25 

600 to 1500 cubic feet, pe= 100 cubic ~oet •••• 2~ 

Fro~ 1500 to 3000 cubic feet, ~er 100 cubic feet •••• 20' 

From SOOO to 10000 cu"oic. feet, :?01" 100 cubic :foot •••• 15 

Ovor 10000 cubic foot, P~l" 100 cubic !eot •••• l2 

:.Iu..'11ci"Cal :::.nd. Co'unt;y Usc: 

Stroot S~:rinkling, ~Ol' 100 cubic fect •••• 15, 

Pi l'eE;vdrant s: 

Hydrants O\·i'llSd. 'by cities or other munic-
ipal corporations, POl" month •••••••••••••••••••• 2.50 

E~,..d.r::mts o ... nlod. 'by co:n:po~v, per r:lol1th ................... 3.25 

All other m:tmiciJ?:ll ano. county use to 
00 chcrged at the regular ~ter rotes. 

Private Fire Service: 

Size of service, ~~etQred: 

2 inCA, per month • • • . . . . . . . . . . 
4: inoh, per ~onth .. • • • · . . . . . . 
6 inch. I>Gl' month • • . . . • • • . . • • 

-18-

... 10.00 

20.00 . . . 



Tho prasont flat ratos for the SOon Jose district t as cs-

.ts.o1ished by this CO::1mission in Decision ~o. 1534, C:lse 

!ITo .. 476, arc to be increased 50 !Jcr cent 2.110. ;nuo.o s.1'1'11-

cl;.ole to t:nc entire zystO:1. 

file with the Railro~d Commission ~ithin thirty (30) days from 

t:co ci:J.to of tllie order rovisea. !'ules &ld rcgulB.t iOllS govoming 

zor"Vice to its consumers, zaid rules and regulat ions to "lJocorn& '9i-

foctive upon thair occeptonce for filing by the Commission. 

~he effective dc.to of this ol"d.el" is hereby fixed. as 

October 31, 1924. 

~he foregoing Opinion sn d. Oreler Coro hereby a.pproved. and 

ol'o..el'od. fi106.. as the Opinion .~';lHcl Ord.er of the Railroao. Conciszion 

:J 
Do-ted Ctt S~n Prallcisco, Ca.lifornia, this J=8' d.a.y of 

of tho State of Califol"r~e. 

October, 1924. 


