Decision No. /S S06

RE'E’CEE THE RAILROAD COMMISSION OF QEE STATE OF CAIIE'ORNIA

afr i Wﬁ\%
“'uﬁ‘n,» "9 “'

— _ ; 7 R
To The WBtter of ibe Apolication of—g (TR g
SOUTE SAY FRANCISCO WATER COMPANY

for an order increasing snd estab~ ) Appl:r.cation No. .10678‘
lishing 4%ts rates. )

i

Mcxinstry, Haber and Firebangh, by .Joseph
Haber, Jr., for applicant.

John . Davis, c:r.'t:y Attorney of South San
. . Prancisco.

2. 2. Thémpson, for City of South Ssn Fran-
. ¢isco Chamber of Commerce. '

P. J. Walker, for the South San Francisco
. Manuzacmrers_‘ Association. ‘

-

BY TEE COMMTSSION:

Ms is an e:g:plica‘tion for an incresse in water rates
. by tke South San Fre.ncilsco Vater Company, & corporation, enmgaged
in the public utiii’cy buginess of supplying water for domestic,
industriel apd mmnicipel purposes to consumers in the City of
‘South Sen Fremcisco and adjacent territory in Sex Yateo Coumnty.
The applicetion in this proceeding alleges.in effect
that the preéemt rates cherged are non-conipematozjy and insdequste
to yield the revenue ‘neceasary t0 nmoet the mad.ntep.énce' gnd opers~
tlon expanses of the system including a d.eprécia.tign am;ﬁi'ty ad
In sdditiom provide for s :Eair and reogssonsble i-étu:m ~cz'poz:. fhé iﬁ-,

Vestment which applicant ha.s made :t.n the proPe*tiea ‘which :.t bas -
devoted to the public use. - -




A p'ablic‘ bearing in this matbor was held at South Senm
Prancisco on ey 8, 1925, before Exeminer Satterwhite, aftexr ell
interested parties bed Yeen duly notified and g;:.veh an opportu-
ity €0 Do present and be heard.

This water system was orisinalls; installed by the South
San Prancisco Dand and Water Company, & corporation sffiliated
with the We.s'ce'rn‘Meat Company, to provide the water supply necosg-
sery f£or the latter’s packing house snd plant and for certsfn otier
industries in the vf.cini’cy. South San Fre.néisco Tand and Water
Compeny wes primarily engaged in the tusimess of swodividing and |
mericeting its industrial and reaidemd:al properties, including the
townsyite of South San Fr,anciaco. Domestic water was first served
in the community about 1893. South San Fraucisco was incorpomte&
as 8 ¢ity sbout 1907. - .

South San Franéiaco Water Company, the applicant herein,
acquired these water supply prdpor‘ties in October, 1907, having
beern organized and .'u.ncoxpmted for the purpoge of divorcing tho
public u.‘c:x.lity water busineas of the Iand Compeny from its real
e2tate operations. Subsequently the Tand Company was reincorpors~— .
ted as tb,e South San Francisco Land end Improvement COmpamr

Phe rapld s:.-ovrth of the community and of th.e ind.u.strial
ares, with the incroa.sed. domead for watex, has necessitatod exten-
give e.déu.tﬂ.ons and improvements to the syzten du.ring the past :f.’:‘.ve
yeaxrs, including the fnstallaticn of new and more efficient pump-
ing equipment. The water mppiy of trhis systeni is optained ffpn;. _
eloven operative wells dxilled om & tract of water—-bearing land
located in tho Western. end of the terrLtory served. The Wator
is raised from these wolle mainly by aix lift to the pmnpins plant,
from which £t 13 delivered 't:h.rou.gh an 18" cagt iron tmn.,mission .'
xain to the city distribntion sy=ten, a.nd -r_;henco through a consd.d-

erable length of 18" cast iron pipe and 12" riveted pipe to. serve

-

-
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the main industrial center, located at the oxtreme esstern end
of the system. The delivery of water is regulated by two con-
erete lined gtorage reservoirs, esch of about ome axd & hslf mil-
lion gallons capacity and located at opposite onda of the system.
For the past eight years the industrial snpd manufactur-
ing plants have ;:onmed over 80% of the entire ‘wa.f‘aer production
oL the gystem. The metei? records for 1924 give the total number
o2 comsumers &8 1091 and tho total water comemmption for the yesr
as 48,575,200 cudbic feet, of which 58,48&«,800 cnﬁic foet wes Qeo-
livered to indusiries. In 1917 there were only 68'1 consumers end
the totsl quemtity of water delivered was 36,751,600 cubic foet.
Detailed gpprelisals of the vhysicsl properties of this
wtility atllalresent used énd wseful were submitted by F. C. Horr—
menn, Consulting Engineex, ,fo#.- applicent, and by E. An Xoble, one
of the Commission's hydrenlic azgineers. The lands amd rights of
wey owned by the compeny wore appraised by Pailip P. Peschel, o
behalf of the spplicent, &s having e merket value of $48,247, and
by 2. P. Meiuliffe, the Commission®s Lend Expert, at §44,674 2s.0f
April 9, .3.925. The sumuarfes of these e.ppraisa.is oe éonrpnqd Loxr

the purpose b:f cémpe.ris oz, are given in the following tabulatiom:
| SMMARY OF APTRAISALS |

: By F.C.Eorrmann :By B.A.Joble

:sstimated @ Z8T. Zeprod. o Zstimated
Itexxs :Historical : Cost new less : Eistorical
: Cost : Deprecistion = cost
Total Lends and Rights : ) S A -
of Way $44,.334 §48,24T. - $44, 674
Potel Physicel Proverties . ’ '
. in uwse Janl.l, 1925 4%, 808 368,597 350,018

Bigh Zone bonstr.& Miesc.
Ad&tns.& Betterments 69,276 69,276 66,879

Organization = -- 5,000

Working Capital 10,000 10,000
Total Lppraisal as of :

CAprill, 1925 . . . . $468,478 $488,120




As ipdicsted in the shove tadble, spplicant submitted two
eppraisals of the properties, one based on the estimated histori~
cel cost and the second showing a larger total sum based on an eg~
timated reproduction cost less accrued depreciation. Appliéé.nt
stated at the hearing that £or the purpose of this proceeding it
wes not particulerly concernoed about the reprodmetion cost. Thore
13 but & small difference between the total values found in the
two aprrsaisals submitted upon the estimated originsl or histericsl
cost of the physical promftieé, although & comparé.tive anslysis
of the detatls of these appraissls shows comsidersble varistiom
in tho respective cosis developed for certain items and - groups
of items. -

Applicant hes included in its sppraisal & swum of $10,000
for working cepftel, being spproximately equivalent to the average
gross income of the compeny for a perlod of one sud one half months.
A1l service remlered om thie system is measured throwgh meters a:nb.
the water islneceasmly delivered to the conmérs for & period’
of one month in sdvance of payment L£or the sez'vice received. It
apposrs reascnsble therefore that some pzd’per gl lowance for working
cepftal should be made in the rate base. An anslysis of the oper—
ating conditions existing on this system lesds to the ccncluéion

that :to.i the purxpose of this proceeding an amount based wpon the

avérage cost of operstion and maintensance :Evo:r.- o period of one and
& half months will provide s fair and proper messure for the works-
ing copitsl. This amounts 0 epproximately $5,000, and &3 it ap~
pears ressonable under the circumstances will therefore be used
tkereln. |
There was no dispute as to the Zalr present merket valuo"
of the len@s and rights of way belornging to this water system. The
aixferonce of $3,573 between thé two appraisements submitted was
sttributed to the imclusion Ey Paschel for spplicant of an sddi~
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al fa.cto:- of 8% %0 cover the cost of acquisition of certain of the Prop=-
erties, such aa sﬁrveys, commissions, abstracts, etc. The depreciation
ganuity £or the purpoce of providing for the replacement of the physical
propertlies 8t the end of thoir wseful lives was estiin&.ted by *he Commis~
slon’s engineer to be §3,703, computed by the 5% sinking fund method. This
amouﬁt was accepted as 'roa.sonable' by the a.pplic;nt at the hearing. .

A consideration of the evidence prezented in this matter rele
ative to the value of the properties of this zysten devoted to the publie
use leads 0 the conclngion thet & reasonable rate base for the pRrposes
of this proceeding is $455,000 and that the corresponding depreciaticn
ennuity mey reesonsbly be accopted a3 the above sgreed figure of $3,’70é.

In the following tebulation will e found for the pm."poéo of
coﬁpazieon'the maintenance é.nd operation expenses of the compsny f£or the
past £ive years, exclusive of depreciation, ss get out In the anmsl re-
ports of this utility f£iled with the Commission.

STMMARY OF MAINTENANCE AND OPERATION EXPENSES

Ttems : 1920 s 182 = 1922 : 1923 - 1924
Repairs to Well

Source of Swpply = $129.59 = §761.48  §$78.14 $244.89  £233.19

- Pumping %ensoa: ’ : )
Pumping r 4790.82 5770.66 4849.48 4806.89 4858.90

Electric.Rovwor 20539.36 14410.27 17047.78 16191.58 14564.58
Supplies & Misc.Exp. 197.38 = 135.32 297,51 190.01 207.36
Repairs to Equip., '

_Ba.:{.ldings, ete. 584.59 986,09 696.30 287,78 261l1le44
Porification: - !
" Supplies & Expense 250.70 445.29
Distribution System ' ‘

. Zepairs pipe maine,resg~

ervoirs,meters & serv-
ices- labor & matl. 2734.25 2269.35 3818.44  3220.72

Collection Expenses: . 118.95 96.16 121.4% . 299,01

Genl.& W gc.Expenses:

en. cers & Clerks, : '

Salaries & Expenses 4108.51 6718.562 12908.87 13878.60
Legal Expense ' 12.00 17.50 270.00 18.50
Insurance : 623.87 359.3) 5569.80 529.61
Texes 1183.32 1240.42 1176.21 2213.18
InJuries & Demages - — J+50
Rellroad Comma.Exp. ——— - — 1500.00

GRAND TOTALS §35020.64 §B0753.19 $BB570.47 540826.66 544583.88
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The operating ard meintensnce oxpenses submitted by
Horrmann in his report were besed wpon the above mentioned szmual
reports of the compsuy. In the Herrmann report the expenses .fo:
the yoaxr 1925 are estimeted %o be $43, 500,

The book a.ccoxmts and vouchers covering the operating

oxXponses fér the pest two years, 192Z sxd 1924, have been examined

and smalyzed Iin deteil by the Eydrasulic Division of the COmission.
The total operating expenses for 1923 and 1924 show & considerable
increase over Preceding years. According to the evidence this iz~
crease may be sttributed to increases in salaries and to tho ’inclu-
eion of cexrtaln items more properly chargeadble to capita.i ingtalled,
together with certain charges Of an extraordinary or abnormel na-
taxe whick 4o not recur smmuslly. The I.tems of capital iﬁatalla.tion
improperly charged to expenses amomnted %o $1,128.75 in 1923 and
4, 545..58 in 1924. Theze ckarges are chlefly for certain replace~
ments and Lmprovements 1o wells, recervoirs snd pumplng equipment.
The extraordinsry expenses arc mslinly attributable to the costs of
prepa.r:‘.ng- gppralsals of the company’™s properties for the instent
proceedings end smomnt to ¢&,111.04 Zor 1923 end $1,920.10 for 1924
There is & further deduction of $383.35 for 1924 to cover an é.c-‘
cownting entry £or taxes not finally tmzisferred on the compa.ny"s
books at the date of investigation. The sbove amounts deducted
from the 1923 and 1924 operating expenses give the normsl cost of
operetion for these years s $86,587 end 437,734 respectively. |

- Thile the overhead oxpenses for the operstion of thise
Plent aro greater than the comditions snd size of the plant wer-
Tent, yet this fact is offset to o consideradle extent by the in-.
creased cost of pumping end other expenses wWhich wili directly re-
suit from the rapid growth of the ‘conmmniv'ty served, tdgethe:r with
the necessary and proper provision for tne' anortization of the ex-
traordiinery expemses horetofore incurred. 4 careful, analysis of
the evidance indicstes thet the sum of $89,000 is e reasonable ale

lowsnce for the cost of operetion and méintenance for the imme-

6.




‘diate futare. |
| mie gross operating revenuos Lfor the past four years

| _protuced :Ei:om the rates gt present in effect are as follows:

OPERATING BEVINUES FOR PAS? TOTR TEARS

Source of Income 1921 1922 - 1924

sy 08 By
oy &b Ay

1923

Commerciel ~ flat refe = §18.00  §18.00  §15.50  -==
'Commerciel - meter rate 18066.64 18538.3L 21131.37 $26457.23
Industrial - meter rato 2557L.75 B482L.34 43047.92  48118.79
Miscelleneous eamings . === 120,00 360.00 - 360400
Potal Revenues §43456.39 §53497.65 $64562.79 $69936.02

The increased revenwe in 1924 over thet in 1921 indica.tes
the grom:h of the system during this period, wi.‘th the comequ.en't:
Increased demsnd and ‘consumption of water.

The xesults of operstion for the year 1924, wsing the
sllowance for operating expenses of £39,000 gs °e£ 61:1: a.bove, in-
dicate & net earning foxr the year of . elightly less than 5.9% upon:
the rate base of $465 0C0. Moking-due allowsnce for & roa.somble
ra.te of tmsiness growth. it appesrs thaet a.pplicam'c is entitlea to
8 8light incresse in rates, whick nw.y be efr.ectod by & general re~
a.ajnatment in the spreal of retes, especially a8 to the la.rge in-
dustrial and mexufacturing uses.

The *ates at present in effoct were ostablished by an

. ordinezce of the Bosrd of Trustees of tae Ci.ty of Sau:th San Frap-
¢izco oz April 14, 1914, snd are &3 follows:

. U YETER RATES
Minimum charge, 8ll uSe, POT BMOBLE « « « o ¢ » o » o & $1.00
Domestic use per 100 cubdic feet per month. . . . . . . Q.23

For uzse of wator by irndustries, per 1000 gallons per .
. month $0,15, whick equals per 100 cm.ft.per mortk. . 0.112
For use of water for street sprinkling or for genexsl

purposes by the City, per 100 cu.ft. por month . . . 0.08
For fire bydrsnts in the CIty. . - » - . » . . . .10 chaxge.




Pron a study of the sbove rate schednle in comnection
with the records of the monthly metered water use on ‘the system
for the past two years, it sppears that it does not equitedly and
i:mperly distritute the charges % the various consumers according
to the cMacter ané vthe axount of their respeé‘t:ive uzes of water.

Heretofore the schedule of rates of this compary haes com=
tained no provision for payment Lor the service rendered to the .

- commanity for fire protection purposes. IThis service has been ren~
dered free of ell charges to tho ¢ity. In order to provide foxr
this class of service, it is apparent that the transnission en
distritatlion system must bo designed to carxy & greater volume of
water than gecerally requ:{.red for normal domestic mdl industrial
use., DThis ad&itional.investmenx-in plant and equipment for £ire
servicé,' together with the costs of maintenance thereof, in :faﬁ:-
ness should not be entirely assessed against the rogular consumers

2t should more equitably de borne by the property owners in the |
territory served. The municipality will be reimbursed by revenue
derived through gemeral taxation. Accordingly & rate which We
believe Will be feir and ressonable under present conditions will
be established in t&e fLollowing oxder providing for the payment by
the City of Soutas San Prencisco for each public hydrsnt uged for
£ire ﬂghtmg parposes. )

The rateo schodule esteblished in the Lollowing oxder has
been dezigned to accomplish a more equitable distribution of the
charges and has been gomp:zted t0o yleld a.p;;roximately & full return
upon the investment, after due allowsnce a3 been mede £or the probe-
able increase in the .number of consumers and a consequent greater

demand for water on the system in tho nesr futare.

South San E‘ra;:ciaco Uater Company, a corxrporation, hé.vi.ng

made application to tils Commission £or euthority to incresse the

8.




rates charged for weter delivered to its consumers in the City of
Soutk San Franc¢isco and vicini'::y, in Sen Mateo Comuty, & pudlic
kesxring having been held thereon, tThe matter having beern subzitted,
and the Commtssion being‘ now fully informed thereoz,

It Is Hereby Fourd a8 s Fact that the rates now charged
by the South Sen Franmcisco Water Compary, s corporation, 2or water
sapplied to ite consumers are mjuat end wareasoneble in so Lar as
they differ £rom the rates horein established, snd that the rates
horein egtablisbe& sre iuot and ressomsble rates to be charged fo:;
such sexrvice.

A.zid basing its order upon the Loregoing ﬁndmga of Lact
and upon the other statements of :a.c'b contalned in the opirnion ;pre;-
coding this oxder, | ‘

17 IS EEREBY ORDZRED that South Sax Francisco Water Com~
PRy, & coipomtion, be and if is hereby anthorized and directed to
file with the‘:aailroad. Commisgsion, within twemty (20) &ays from the

date of thls order, the following schedule of rates to be cha.:ged. Zor
&ll water Qelivered to comsumere subsequent o November £irst, 1925:
METER RATES
Minimuw Monthly Charges ;

Por 5/8 inch meter
Ror 3/4 m

S Poxr 1
For 1%
Ror 2
For 3
For 4
Por 6
Ror 8

»314>393:3:3:3 3
Y- ¥5- Y- N E- B ¥ BY-
LI SR T L T )
[ 2 T o LI T T
| TN T S Y T DAY S B
s & 5 * 3 2 s 8
* & ® LY . & = L I ]
s s & 8 8 8 ¥ B 8
" & » s & & *» a2 &
* & s 8 ® P & e @
* & 5 » 8 % 3 3 0
. & s w % ¥ . .
s ¥ ¥ 8 % e b u @
S A " & % = ok % B
A ¢ 8 s v 8 % & 3
s & % % s % b 3 @
¢ & 8 = ® 3 % ® @

Eack of the foregoing "minimum monthly
ckargos” will emtitle the comsumer to the
grantity of water which thet minimum month-

1y cherge will puxchase st the following
"monthly meter rates.

Monthly ':.{eier Bates

-

From . QO to &0 cmbic feet, per 100 cu.ft..
17"

Fromm 80C to 2000 v
Trom 2000 to 50000
All over 50000

"

*




HONICIPAL USE

Water used for a,treet sz-inkling and sewer
flushing, by computed or messured gquantity,
pexr 200 cubic £eot. 4+ 4 o s o o o s o 0 . o » o $0JI5

For each double fire hydrsnt, per month . . . . » 2.00
Por each single fire hydrant, per month . . . . . le&0

ALY other mmnicipsl use of water, including pub-

1ic buildings, scacols and irrigation of parks

and gromunds, to beo charged for &t the regx
neter rates.

17 IS EERUBY FURTEER ORDERED that South Sen Framoisco
Water Company, & corporation, file with the Reilrosd Cormission
within thirty (30) daye from the date of this oxder, revised rules

end regulations g&vemins service %0 its consumers, ssid rules and

reguletions to become effective upon thelr acceptance for f£iling
by this Comndasion. | |

For all other purposes, the effective date of this oxder
shall be twenty (20) days from and after the &ate hereot,

Dated at éan Prancisco, Califormis, this _ &/ /—day
of October, 1925. |

Commissloners.




