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Decision No. ,>~...:. '.~ ... ~ 

BEF03E TEE RAILROAD CW!ISSION OF TEE STATE OF CA.I.IFORNIA 

) 
In the Matter of the A.pplication of } 
Suburban Development Co., a oorpora- ) Application No. 17523. 
tion, for an incre$.se in rates. ) 
-----------------------------) 

Young, RUdson and. RabinoVJi tz, 
by E.S. Young, for applicant. 

Emxic B. Smith ~d J.R. Cooper, 
for themselves end other pro-
testants. 

BY TES CaOOSSION: 

OPINION --------
In this proceeding Suburban Development Co-, s corpora-

tion engaged in the salo of water :for domestic ;;,.nd. irrigation pur-

poses in Eaywsrd Righland.s, Alameda County, asks for authority to 

increase its :ra.tes.. 

The petiti on alleges that the rates now esta.blished and 

in effect are u:c.:z:ooasoIlably low and do not return to applicant tho 

revenue to which it is enti'clod and th~t spplicant is entitlod to 

an incre&se in rates sufficient to absorb the alleged. operating 

los s, to pr ovide for depreoia tion snd. to pe:y s. reas onable profit 

upon investment. 

A public hearing in this proceeding was held at Hayward 

before ~miner Satterwhite. 

This corporation ~d one of its predeoessors in interest 

have been before thts Commission in two prier proceedings: Case 

No. 1105~ Decision No. 6998. decided Deoember 3l, 1919 9 Ethel ElliS, 
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et sl., VS. George Schmidt and H~ward Heath 1iater Associat1on, 

and Case No. 2773, Decision No. 22010, decided. Jan'tl8.l'Y' 14, 19ZO, 

Horsce Conyers VS. SUburb~n :Development Compcny. At the heari:og 

of this application the rocords of these two prior cases were ad-

mitted. in evidence as Do pc.rt of the :record of the insttlXlt pro-

ceeding. 

~e evidence shows that tbe predecessors in interest of 

the present company constra.cted this system for the purpooe o:e 

SUPl?lY'iDS water for domestic and irrigation p:t.rpooes to a tract of 

about 500 acros of land, subdivided into lots owned by the same 

interes ts. Furcoosers of lots under the origins.l ssle s contracts 

were to be :!tlrnizhed wa.ter "at cost, i:ncludi:r:g cost of maintenance 

and operation." About Februar.y 23, 1917, the origin~l OVlners sold 

their interests in the tract and wa.ter system to George Schmidt. 

The r&te for water charged by Schmidt waz one dollar ($1.00) :eor 

2,100 gallons cDd ten cents ($0.10) per 1,000 gallons additional 

for water over 2,100 gallons. In April, 1926, Suburban Develop-

ment Co., applicant herein, aC'luirod 274 lots within the tract, 

aggregating about 180 acres, together with the water system. The 

number of CODStmlerS served. at this time is unknown. The rate 

charged for water was one dollar end fi. fty Cell ts ($1.50) minimum 

for the :first ZOO cubic :eo ot, and over 300 cubic £'eet, thirty 

cents ($0.30) per 100 cubic feet. On February 1,1928, the miDi-

mtml rate was raised to two o..ollars ($2.00) with no change in the 

quantity rate. In October, 1929, a proceedi~ was 1nstitut~d be-

fore this Con::mission, Case No. 2773, Rorace Conyers va. S'Cb'D%'ban 

Development Co., in which complaiIl.Sllt aSked that defendant 'be de-

clared a. public utility and be required to furnish him water. The 

CommiSsion f01Jlld that defendant was So public utili ty and. it was 
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ordered to file its rates, rules snd. regUla.tions with too COmmis-

sion, which ord.er was complied. with. At this time there were sbont 

fifty-two consumers served. 

The water supply is p-o.rchased by applica.:c. 't :from the City 

of Esyward, delivery beins m:lde from the ~itlS 0 f the ci ty's system 

in the vicini ty of County Road. em Margueri te Drive near the sou th-

e~st limits of the city. No other adequate supply is avaiJAble in 

this territory. ~e rate paid to the City of Hayward for this water 

is e.s follows: 

MO~HLY CHARGES 

First 300 cubic feet-----------------------------------$l.OO 
Next 4,700 cubic feet, per 100 cUbic feet--------------- 0.30 
Over 5,000 cubic feet, pOl' 100 cubic feet--------------- 0.25 

The ra.tes charged by the compa.ny are a.e follows: 

MO NTRLY CH.t8GES 

First 300 cubic feet-----------------------------------$2.00 
Over 300 cubic feet, per 100 cubic feet--------------- O.~ 

The water is boosted. by SJ?plicant into its system t:hrough 

a P'OJIlI)ing plant located. e.bo'"J.t 600 feet from the msins of the City 

of Hayward.. Fran this booster plo.Jlt B. 4-inch transmission line., 

5,225 feet lo:cg, carries the water to the nartheast b01lIlda.ry o:! 

E:ayvre.rd Highlands for serv-lce within that trsct. The distribut'ion 

system wi thin the tr~ct comprises obout 27,000 :teot of· pipe from 

three-quarters of an inch to three inches in diameter, a second 

pumping plant boosting water to a high zo,ne not reached by the main 

pumping plant, and i'ou.r storage ta:cks aggregating 100,000 gallons. 

There are now Sixty-eight CODS"JlllerS on the system, all metered.. 

No estima.te of value of the syste::l or of the depreCiation 

a.mUity was presented by :lpplioant. P.E. Harroun, one of tho Com-

miSSion's hydraulic engineers, presented an estimate of the his-

torical cost of the system as $19 t 7Zl wt. th a deprecia.tion annUity 
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of $414.56. These estimates were accepted. b~ npplicsnt. 

AnalYsis ot the accounts fro~ the evidence presented 

shows the following co rdi tions for tile two ~ears ending Septem-

bel' .1, 1931: 
1929-30 

~ater purChased, maintenance, operation 
and tuxes (exclusive of deprcciation)---$3,74Z.61 

Revenue - water salcs-------------------- 1,789.35 

Net Operating Loss-----------------------$1,954.61 

1930-31 

$3,248.66 
1,797.94 

$1,450.72 

It was silown th~t during the ye!).r 1929-.30 a l.a.rge amo-ant 

of water was f'Cl'nished. wi thout charge to the RobbinS Construction 

Compa.n~, an organization owned by 'the same interests as Sub'Ul"ban 

~o'X' 1:.n!.z. yce.:r, a= 3e t out a 'Cove, 1s much 1n excess of the tne au:m 
and C£Ull:tO'; 'bo taken as ind1 oative. l'h(l acoounts :t:or thQ :J'et;.r 

1930-31, $howing a d.eficit of a,proximately $1,450, are DO~ sUb-
ject 'to this criticism and my 'be accepted a.s re];lresentative of 
averogo conditions. In tllis deticit of $1,450, no inclusion hAs 

bean :nade for interest on the value of the J?rox:erty nor to :pro-

'Vi ae for E1zmual deprecie tion. 
Applicant asks that the rates be increa.sed. such as to 

absorb the operating loss ana. provide So sum su.f'f'icient to meet 

a.xmual deprec1ati on ana. int eres t on the va.lu.e of the pr operty. 

The principal bre mess of o.pp11c:lIlt comp.::lIlY is the selling of 

lots in the tract it serves wi th water, w1 thout which such lots 

of course could. notbe sold. It vms expected. tha.t losses wo'CJ.d. 

occur o.ue to the construction ana. operation of this water system 

but t hat these losses wollld. be absorbed. in the profits den ved 

from tho sale of lots. The s~stom COVel'S an area snd has a Ser-

Vi ce cs.:paci ty greatly in excess 0:: tho.t req'tlt red at the present 



time. there being abou.t 400 feet of pipe to each consumer, clearl:r 

indi ca. tinz a.n oxcessively overbuilt sys tom upon the cos t of whi ch 

present water users could not rea.sonably be expected to pe:r a rate 

vl:b1ch wo'CJ.d insure a full return thereon. 

The e vidence shows that f or the t,.".'O years ending Septem-

ber 1, 1931, the unaccounted-for wa.ter wus in excess of forty per 

cent ane. that such loss sO. ould not exceed twenty per cent. If 

these s:rstem losses were to be reduced to twenty per cent. a saving 

in wa.ter p'Cl'cllased from tho City of Hs,Y\'Jard a.nd power for pumping 

would be effected which we uld amount to ab out :]ii470 per amUl'll. 

Ana.lysis of the use of water by consumers under the rate 

charged. a.t t:bis time shO'.\"s that fitt:r-one per cent of the con-

s't%lllers use 300 cubic feet per month or less at the minim'tllD. monthly 

rate of' two dollsrs ($2.00) and about eight:r-five per cent of the 

consumers use 600 cubic feet or less. The testi:no:cy of the con-

sumers indicates that they consider the present rate to be as high 

ss they are able to p~y, a situation confirmed 'by the very low use 

of the water :per cons 'Ulllcr throughout the entire systom • 

.At the hearing considerable discussion arose OVer the 

proper cost oi opera.ting this system. The largest si~le item was 

for plrcmsod. water, amounting to $1,181.91 for the year end:i:ng 

Septem-oer 1, 19Z1. The suggestion was made tha.t, if the City of' 

Eeyward co'1l1d be prevaile d upon to reduce the rates vJh.ich it 

charges tor purchased v:s.ter t such red.uction would operate alike 

for the benefit both of applicant and. consumers.. ','Ii th this object 

in View, a. ccmt:li'ttee waS apPOinted. to confer with too city officia.ls 

end. it wa.s stipul,$ted. by 0.11 interes ted lX!-rtics thn. t the Commis-

sion'S decision in this proceedi:cg be held in a.beya.nce peming the 

reso.lt oi' tl:lis conference. The City 0 f Hayward very generously 
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has agreed to So reduction of fifty pcr cent of the present rete 

onc.rged for water d.el i vere d. to Su'bt:.r'bs.n Development Co. for u.se 

on this system, provided such red.uction 'be refleoted in So reduc-

tion of the rate now charged by Suour'ba.n I>evelo:pment Co. to its 

consumers. Specifically, this proposal oonte::nplstcs that the 

rate now cbsrged by a:pplicsnt bo red.uced. from tVlO dollars ($2.00) 

minimum monthly charge for the first roo oubic feet to one o.ollsr 

s.n d. fifty cents ($1.50) min1mum monthly charge t or the sam amount. 

with no chaDgEl in the quantity rate :for amounts over 300 oubic feet 

per month. The effect of such redUction in r,stes charged by the 

Oi ty of Bsyward can be clearly shown by com:parison of condi tions 

on this system c.1ll'ing the year ending September 1, 1931. Dllrlng 

this :period the cost of water purcha.sed from the City of ~ws.rd 

aggregated $1,181.91. A :a:f'ty :per cent reduction therein would. 

have resulted in a saving of $590.95 on the cost of wcter. The 

reduotion in tho m1nim'llm monthly ra.te from two dolla.rs ($2.00) to 

one dollar a.nd fi i'ty oents (:;il. 50), as propose d 9 wo':lJ.d. havo bene-

fited the consumers to the extent of ~i.371.50, at the same time 

actually ~creasing the net income of the Suburbcn ~velopment Co. 

to the extent of $219.45. 

The Cor::zmissi on he.s given ce.ref'Cll c~oDSiderati on to all 

the fa.cts involved in this proceeding and is of the op.i:cion that 

the ~greoment of the City of :a:~'lJ'a.rd to grant a reduction of tifty 

per cent ill the rs.te coo.rged. Suburban Develo:pmcnt Co. :for water. 

PI' ovided. $. reduction is mde in the rates charged its COllS'IlDlers 

eoz explaine d. above, wi 11 rosul t in a fair und roes o!labl e rate to 

both the cOIlSilIIlers and the compSIl~ under the oircumst:JIlces aDd 

conditions no~ existing on this s~tem. 

~e above me ntioned agreement between the c ommi ttee a.p-
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pointed Zlt the instant hearing and the city off1cio1s of Hqward 

is verbal only. To mcke this rate effective will require formal 

action on the part 01" the City Cou.nci1 threugh ordinance or other-

wise. Follov.'ing sucA sction, the present minimum monthly rate of 

two d.ollars ($2 .. 00) for the first ZOO cubic feet very properlJ'" 

shoulclbe recluced to ona dollars.nd. fifty cents ($1.50), urate 

which sh ould rct':U"n to applicant her ein s. reas onc.b1e revenue il)r 

the serVice rendered as long a.s present conditions obtain. 

ORDER 

SUb urb an De va lopmen teo., ~ eo rp or at ion, hav ing made 

appl:lca tion for an increase in rates, So publi e hearing havinz been 

held thereon ana. the matter havi:ng been duly s ubmi tted and the Com-

misSion being now fully sdn sed in the premises', 

IT IS E:SBEBY ORDERED that this app1icc.tion 'be am the 

same is hereby demed., c.n d 

IT IS BOE..-tEBY FO'RTEER OBDERW that, if Vii thin three months 

from the date hereof the City of Rsyward grants to SUburban De-

velopment Co .. a reduced. rate for water used on tbi s system of fifty 

per cent of the present rate. thell, Dna. in that case o:o1..y, SUburban 

Development Co. be and it is hereby directed to fi 10 wi th this Com-

I:lission the folloViing schedule of rates to be charged. for all ser-

"Vi ee rendered subsequent to the first day of the month immediately 

succeedirg the effective date of the reduction o,t the rate charged 

by the Ci ty 0 f E:s.yward to Suburban Development Co. 
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RATES 

First ZOO cubi c feet~ minimum monthly clH'Jrgo---------*)1.50 
Over ZOO eUbie £eet. per month, per 100 cUbic feet-- 0.30 

000 

IT IS E33EBY FtB.TEER O~E.'q:!m that. in the event the City 

Council of Eilywsrd fails or refuses to gra.nt to Suburban Develop-

ment Co. the reduction of fifty por cent of the present water. rate 

within three months fran the date of this Ord.er, said Suburba.n De-

velopment Co. ::nay file with t:bis Commission eo petition so statiz;s 

and aSkirg tlw.t a rate be established by supplemental ord.er upon 

the evidence presented herein. 

For all other purposes the effective date of this Order 

shall be twenty {~O) days from ~nd a.fter the date hereof_, 

Dated :~t San Francisco~ California, this :z.~.....,; 

of ~~J-r;..i?zcz~ ,1931. 

-8-


