
Decis10n NO. 17338 

In the Matter of tb.e .A;pplic:a.t1on ot'" 

LOS ~05 \iA'l$R COM2Aln 

) 
) 

~ Applicat10n No. 
) for authors. ty to 1ncrea.ae its rates 

for water. ) 

Robert M. Searles for applicant. 
T. D. Landels for LOS Altos Club. 
L. P. Forestall in propria persona. 
E. D. Landels for consumers. 

BY ~E OOMMISSION: 

OPINION - .... _ ... ---

12393. 

Los .u tos Water Company, a. corporation, app11ce.nt 1n 

t.b.e abo,,"e anti tled proceeding, i6 engaged in tlle public utility 

~s1ness of supplying water for domestic and i%r1gat1on p~ae8 

in the ttnineorporated tom of Los Al tOB and immediate V1c1n1.ty, 

in Santa. Clara. Co'QXl~. The a:pp11 cat1 on alleges in effect t.ba.t 

the present rates were established by the Railroad COmmission in 

1920 and tb.a,t since that time s. cOlls1derable sum. of money .has 

'been expended. in the impro,,"emen t of' the serviee and. tba.t tAo 

ra.tes as established have not been suific1ent to meet tlle oper

ating expense, depreciation allowano:e, and a. fair rettll."ll on the 

1nventmen t. The COrmn1ssion therefore i8 requestod to authorize 

such increase ill rates as Will enable tb.e company to realize a 

:::etu%%l o:f at least eight per cent. upon 1ts investment, over and 

above the costs of oporat1on and a reasonable allowanc:e :tor de-

pre c:t at 1"on. 
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1;.. public hear1ng in this l'X'0ceeding was held before 

Exam1nerAustill a.t Los Altos, ~ter all interested pa.rt18S had, 

been duly notified sni g1 ven an opportunity to appear and. be heard. 

The water supply of th1s system. is obta.ined. from wells, 

from ~ic.b. water is pumped by eleetr1eslly driven deep well pumps 

into a 60.000 gallon stee.l ta.nk, e.nd then d1strlbc.ted by gca'V1ty 

tb.rough approxLma tely 39,000 feet of di atr.tbu t10n mains Tar,-1ng 

in siz.e from. two to eight inches in diameter. At present there 

are approXimately 300 domestic oonswners on the system. A. small 

amount of water is furnished for 1rr1ge.t1011 purposes. All sorv

ice is rendered upon a metered basis. 

The present schedule of mtes charged on this system 

was establis~ed by this COmmission in its Decision No. 8854, da

ted April 14, 1921, and is as follows: 

:READINESS 1'0 SERVE C:a:ARGE FOR EACH 1IIETER' IN USE 

Size Meter Per mont.il 

5/S inch. .. .. .. .. .. .. .. .. .. .. .. • .. .. • • .. • $0. SO 
3/4 Cf ••• • .. .. .. • .. • • .. • • • ... 1.00 
1 !'............ . . . . . ... l.~· 
l~' w.. 2 ro ~ . . . . . . . . . . . . . . . .. .~ 

2: !!. • • " • • • ,. • • • • • • • • • •• 4.60 
3 "..... • • • • • • • • • • • • •• a.oo 

FOR WATER DELIVERED 

~tween 0 and 400 cubic feet, at 25 cents per 100 cu. ft. 
Between 400 and 10,000 cubic feat, at 20 cents per 100 cu.ft. 
Over lO,Ooo ~bie feat, at 16 c~ts per 100 cubic feet. 

NOTE: The above quantity zates are 1ll addi t10n to the 
ready-to-serve charge. 

R. E. Tremoureux, engineer for applicant, testified t.ba.t 

tb.e estimted origina.l cost ot the' system as ot December 31, 1925, 

atn«tnted to $69,841.37, exclusive of any s:tlowanee tar intangibles 

or working c.e.pi tal. toot the operating expense far the "ear 1925 

as shown by the company-'s books amounted to $'1,793.41, and esti

mated the deltrecia.tion to be $1,247, canputed b7 the 5% sinking 

fa.nd metJlod. 

2. ' 



..t report was submitted by M. I. Reed, one of the Com

mission's bydraulic engineers, in which the onginal cost of tb.e 
. 

uaed end useful physical properti es of t.ba c omps.ny was estimated 

to be $70,491 as of December 31, 1925. ~his estimate was based 

upon the value of this company's properties o£ $40,592 as of De

cember 31, 1920, established by this COmmission for rate fixing 

purposes in Deci'sion No. 8854, to wbie.b. were added the net bet

terments to capital installed subsequent to the end of tb.e year 

1925, am.ount1ng to $29,899. The correspond.ing depreciation an

nuity was given as $1,380. 

The amlual reports o:t this e.omps.ny as filed wi t.b. tile 

Enilroad Commission set up the folloWing fi~es for the opera

tions during the years 1924 and 1925: 

1924 1925 

Revena.es. • • • • • • • • • . . .$l1,087.45 $10,858.16 

Expenses (inc lud ing Deprecia ti on) 11,404.03 9,91 '1.24 

Net Revenues • • • • . . ." , i'ilo.o6* 
.. D~fie1.t. 

III tho report o~ the COmmies1.on's engLneer an analysis 

\t'a.s made of the operating expenses for the years: 1924 am 1925, 

Which resnlted in certain revisions and reductions being made iD 

the expenses as set out .:l.bove, from the onnual reports tiled by 

the campen,._ These red.uctions were made :for coste incurred. during 

the yes:r: previous to entry in t.b.e 'books, and to certs.ill extraor

dinary expensee which should .l'lot reas o:aa.bly reeur w:mually. T.b.e 

rensed operating expenses e;c:cluaive of deprecia.tion ·for 1924 were 

found to b.e $6,972, and $7,848 :for 1925. These amounts contempla

ted reducti ons in the e.b.s.rges heretofore :nade by t.b.e c anpany for 

management and general supervision, which according to tAe testi

mony of' the Cor:ml.1ssion's engineer, were cotl.s1d.erably higher than 

warranted by tb.e size of t.b.e plant and the numb.er of c 01l8'tlJl1era 

3. 



served.. 

On be.ba.lf of the consumers eVidence was presented show

ing that for tbe purpose o~ encouraging the formation of a local 

water distr1et to acq,uire this water s,-stem t.b.e c 0DlpeJlY' recently 

b..s.d prepared and distributod to t.b.e pub1.1C reports and data pur-

porting to show tnat ~e proposed district could operate the prop

erties at a profit and could poas1bl;v reduce tAo then exLst1ng 

rates in tho near fa.tc.re. These claims made by the c.ompauy' were 

not supported b;V sufficiont evidence for rate fixing purposes, 

and 12:1 addition contemplated the lower costs of operation po881.ble 

b;V district Or mtUlici:p~ o\vnerahip by reason' of the elimination 

of taxes and ot.!ler cil.arges and a.sS08smon ts w.h1ch So public utili t;y 

mtUlt pay and cannot avoid. 

It appears that the s.um of $70,500 is. a reasonable value 

of t.b.e us:ed nnd u.a:ef'1ll p.il:rsical properties of this s:V'stem fOr ra.te 

fixing purposes at this timtl, end t.b.at the corresponding e.mual 

depreciation fund should be $1,300. We are conVinced from the eTi

dence t.lle..t applic.ant has carried an excessi ve amount of overhead 

expense principally for general officers' s.al.ar1es. It is u:cree.s

onabl e to expect the consumers ot a utility aupplnng a small com

ma.n1 t:1 to bear the burden of unneeeaa&ry offiCial supervision. An 

allowance of $6,800 w:tll be ample to cover all reasonable costa 

of operation and plant maintenanc:e, and w1ll also prov:t<l& for the 

neceSSa%7 increased expense by reason of tb.e nomal expansion of 

'business. due to the growt.b. of the community. 

The revenues for 1924 were $11,087, and $10,858 for 

1925. :Based upon t.b.e figures as detem1ned. aboTe, the operations 

in 1924 reSlll ted in a return of about 4.~ and in 1926 of ap

prOximately 3.9~upon a rate base of $70,500. 

The c: ormmm1 ty served by this system includes ~;V small 

tracts of land devoted ltS1nly to fra.1t raising, as well as many 

fine .!lom.es with large lawns and gardena. The con~ers therefore 

4. 



in certein sections of the system are Widely seattered, a condi

tion requiring a mOre extensive installation of pipe lines and 

equi~ment than would be needed to supply a more eom~letely devel

olled area... In commenting upon this condition in the recant rate 

proceeding brought by this compsn1, the Commiesion in its Deoision 

xo. 8854, dated April 14, 1921 (19 C.R.C., 695, 697, stated 88 

follows: 

",AttentioIl. is directed to the fact, however, 
t.b.a.t this system was cons. tructed. in connection Wi tb. 
a land sales projeetJ and the territory has not yet 
reached e. developmen t equal to t.b.a t for which the 
system was designed.. Und.er the circumstances it 
would. be unfair to applicant's present consumers 
to require t.b.em to pa.y rates sufficient to r1eld 
interest u.pon t.b.e entire coat of the system." 

Although tbis company is not at present connected Witl:l 

any land sales j?roject but is an ent1re~y independent eompa...%ll", 

.having acq,uired. sll parts of tlle w(.I.ter syetelm fo-merly owne-d by 

the land com:ps.ny, yet the ovidence ind1eates that the growth 

since the a.bove rate proceeding has not been sufficient to mater

ially 3lter the a.boVE) fiIlding. 

The tsbulation of water consumption on this system shows 

tha.t a:9proximate~y 65% of the cons.uc.ers use less tb.an 100e cubic 

feet per month, and tb.at 77% do not use in excess of 1500 cubic 

feet per month. This shows that under the present type of sernee 

charge reo te structure a 1 srge number of small consumers are re

ceiving wa.ter service at less '/:han the cost of production and dis

tribution. This condition mey be corrected either by material in-

crease of the service charge or by modifying the present rate 

st:ra.cture to the fixed monthly minimu.m standard. It is c onsideree. 

that the latter change is more adVis~ble in this ease. 

The schedule of rates established in the following order 

is designed to ~roduee revenue suff1c ient to meet maintenance and 
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o~erating axpensea, ae~raciatian snnuit,y. ana a reasonable re~ 
on the invostment under the ox18ting c1rc~tanees. 

ORDER 
~---,..-

Los AltOEr Water Com~, a. corporation, having made ap

plication to the Railroad Commission as entitled above, 8 public 

hearing he:v1ng been held thoreon and the matter b&v:tng been sa.b-

mitted, 

It Is Herebl Found as a Pact the. t tb.e ra. tea now e.b.8.rged 

bY' the Los J.l tos Water Compo.ny, a corpora.tion, for water supplied 

to its consumers in and in the vicinity of the unincorporated toe 

of Los Altos. Santa. Clara county, are unjust and 'ttZlres,sonable 1n 

so far as they differ from the rates. herein es:ts.bJ.:tab.l9d, and. that 

tb.e rates herein este.'blished are just and. re8.301lablo' rates to be 

c.b..o.rged for the service rendered; end basing its order on tb.& fore

going findings of fact and on the fa.:rther ate.temeo:ts of fac.t c ontain

&d in the preceding opinion, 

IT IS H e:RE:'SI ORDEREI> that Los Al toa Water company, 8. cor

pora.tion, be and it is herebr direc.ted to file with this Commission 

Within twenty (20) days :from the date of tb.is order the folloWing 

sc.b.edule of ra.tes 'lor water delivered to consumers ill and. ill the 

Vicinity of Los .Altos, sante. Cla.re. County, subsequent to S'ep~e:lib~r 

30, .:4926. 

MONTHLY MINIMO'M 

Size Meter Per Month 

6law •••••••••••••••••••••• $1.50 
3!4'! • • • . . • . • . . . . • . • • • . .. ,. • ..2 •. 00 
1" """ • • • • ., • • • • • • • • • • • • • • • • • 3.00 
2~ .................... till • • 4.00 
3!! ..................,..... 1.00 
4~ ••••••••••••••••••••• .10.00 

. 
TAe foregoing monthly minimnm entttled the con
sumer to the amoa.nt of water which the montllly 
minimum purcllases at the mo:a.thly metered :rates 
set out as follows: 
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MONTHLY METER RATES 

o to 500 cub1 e 
500 to l500. " 

1500 to 10000 " 
OVer lOOoo '! 

feet, per 100 cu.ft. 
" If" " 
" ". " " " " ~ 

" 
" .. 

$.30 
..• 25 

.20 

.16 . 

I~ IS :aF;RE:BX FORJ:HER O:RDE:REl) th8.t LOa Al t08 Water Com.-
. , 

pany, a. corporation, be and .it is herebl" directed to :file w1th 

this: Commission Wi thin tbirty (30) days frau t.b.e date of this or-
-

dar rules and regulations to govern its relations With Qonsum~rs 

in end in the v1e1nity of Los Altos, Santa. CJ.ar8. CO'Dnt:y, BUell 
. 

rules and. regulations to become ef~eet1ye upon their accept8Jlco 

bl" the Commission. 

:E'or all other purpoS':es the effeetiTe date of th..is or-

d.er shall he twen0t7 (20) days from and. after the date hereof. 

~ted. at S8ll 1=01800, CeJ.1.forll1a, this If!£- dq 

Of,.." 1926. 

CoilliiiIsslonere •. 


