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Decision No. &3 7O

BEFORE THE RAILROAD COMMISSION OF THE STATZ OF CALIFORNIA

In the Metter of the Application ,
of C.E. HOLT REALTY COMPANY for Application Nb. 18113,

ap emergency order authorizing
2 :,A791»
{ A
J. H. Morris, for epplicant.

an increase 1n rates.
- . . ‘- ;
Gilbert D. Ferrel, for protestant. xf /é?y

0,’

BY TEE COMMISSION:
CPINIONXN

C.H. Holt Realty Company, & cor@oration, owns and op-
eretes a water system serving water for domestic purposes in the
5ubdiv1sion'known as Emerald Lake, in San Mhteo County, anéd in
this proceeding asks the Commission to establish emergoncy rates
for water-serviée. |

The ébplicatibn alleges that the revenues produced by
th¢ rates inlerrect are not surricieﬁt %0 cover operating expénses.
The Commission is asked to establish the following rates which in-
clude an emefgency‘rate %o be effective for a period of six months;.

l. Monthly Surchargse Rate to Apply to all Services
foT a period of Six Month3:

5/8 x 3/4=-inch meter

3/4-1inch meter-
l=inch meter
l2=-inch meter

2-inch meter—--

S=-inch meter .

4=-1inch mOTer-=—wmem—cemnaon —— e ——————————

/




2. Nonthly Minimum Rates:

5/8 x 3/4~inch neter
3/4=40Ch MELOPwmmmcccmmcca e cm—a -
l-inch meter
li-inch meter
2wincn meter
S=inch meter
4=inch metermcecmmcmmnenanvanme- -

The foregoing ™Monthly Minimwum Rates” will
entitle the consumer to the quantity.of water
walch that ninimuwn monthly rate will purchase
at the following ™"Monthly Quantity Retes.™

3. Monthly Quantity Rates:

0 to 2,000 cubic feet, per 100 cubic feelemmmmmmmn=i0,50
Next £&,000 cubic feet, per 100 cudblic feet o4
Over 10,000 cubi¢ feet, per 100 cubic feet 40

4. Annusl or Summer Home Rate:

Appliicable only to comsumers who are residents
of homes occupied for intermittent periods
during each year. .

Annuvel charge payable in advance op Janueary lst
of each year, entitling each consumer to 400
cubic feet of water for any period of six con~
secutive months, 5/8 X 3/4~inch meteree-mecac~cwans

When the quantity of water excoeds 400 cubic
feot in any month or service is rendered for
more tharn the six months referred to adove,
the regular minimum charges and quantity rates
shall applye. ' ’

S. Irrigation Rates:

Rates for agricultural or golf links irrigation
of more than ome-kalf acre in extent shall be
Tixed by speclal contract, such rates, in no
event, however, to be less than the quantity
rates set out 1n Paragraphs 2 and 3 above.

000

Public hearings in this proceeding were held in Redwood
City before Examiner Satterwhite.
The rates at present in effect were established by ‘the

Commission im 1%s Decision No. 9805 dated November 23, 1921, snd
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are 28 Zollows:

2LAT RATES

nimem srmuel cherge, psysble in advance,
wkich ertitles conswmer 10 gix months?'

- . ——— ‘ y’l «00
For eackh additionzl monthe=mem=- - cemmnmnee 2,00

YET22 RATES

Minimum snnusl charge, payadble in advance,
waich entitles consumer t0 & meximum of
400 cubic feet of water per month for .,ix
nonthg==- - ———

All uwze dwring other months, 400 cwbic feeu-
or less, Yer mmth=m==~

All use a.bove 400 cubic feot in each month,
per J.OO cubic feet

a.ter i3 obtained by yurchase Lrom the Redwood Nunicipel

‘Tater Systenm and also :&'rom the San "rancisco Tater :Depaz.-tment. A
small gquatity of water is- obta.imd from springs. The total orea

the tract approxima.tes 1,400 acres and the swhdivided portion
tneo:eo:f served by the system has an erea of approximately 800
acres, va:'yins in elevetion from 150 %o 1, OOO feet above sea le;frel-.
The d.a.:tference in elovation mad:e., it necessary to establish four
separate zones of press sure in the distributi.on sy°‘cem reauiring
taree pumping 11fts. The mejfor partion of consumers is locateq.
in the £irst and second zomes. The dLstriduition system consists
of approximately 98,350 lineal feet of pipe varying from four
inches To one inch in diaﬁ:e;tcr. There are 550 consumers being

serv'ed of which all bu‘c twenty-five are me'tered.

Teter L3 purchesed from the City of Rea.wo od at the fol-

lowing quant :!.‘cy rates :




ionthly Quantity Rates:

Trox 0 to 2,000 cudlc feet, pexr 100 cudic feet-- $0.255
From 2,000 to 5,000 cubic feet, per 100 cublc feet— 0.235
From 5,000 to 10,000 cubic Leet, per 100 cudic feet—— 0.210
From 10,000 to 20,000 cublc Teet, per 100 cubic feet—— 0,190
From 20,000 to 50,000 cublc feet, per 100 cubic feete= 0.170
50,000 cublic feet, and over, per 100 cubic feot-~ 0.15

The prevailing rates of San Wx'ancisco 'vater Department
to purckases of weter for use outside the city limits of -Red.woqa‘

City appx.} during alX periods that =ald ¢ity must augment its own

-water supply by purchese Lrom the San Francisco Water Department
costing in excess of one thousend dollars ($1,000) per moxnth.
The :éllowing- rd‘tes apply to water pﬁrchased by eppli-
cant directly from Sep Fremcisco Water Department:
Xonthiy Quantity Retes:

From o} to 3, 000 cudic Leet, per 100 cudic reet-- “O 288

For the next 30 000 cubic feet, per 100 cudic Leetw-- O 252

ALY over ' 33,000 cublc reet, por L00 cudic feebme- 0.216

oo
The testimony shows that applieanz‘ié engeged pﬁincipally

“n the real estate dbusiness and installed the water syat@ on this
tract to atd in the sale of lots. The revbnues fron the seles of
wateXr nave never at any time Iin the past equelled the operating ox-
penses dut during vthe period prior o tae present'general bﬁsiness
depression the profits from land sales kave been surriciént o
make up whatever deficits occurred in thé watexr opérations. Tand
seles have 2ow praétically ceased and the company 1s unabie or un~
willing to advance fends to cover the expenueu or oven to yrovide
for vhe inetallarion or such small itenms as serv*ce oonnectionu :
for new consumﬁrq. The principal items of expense are the cost

of water purchased and the cost of power for puxping. Owing to =
shortege in funds, epplicant has deen threatened with discontinue




ence of both water and power service and this threat is stated %o
de the imie&iate ceuse of the £iling of this petition..
Representatives of applicant testified that the osti~
ted cost of reprodizc.mé the system is $115,332. and that Its
prosent velue i3 .‘,3;46,133. Ir addition to this item, there 1s
cleixed a velue of :‘;':16,350 for lands and rights of way sné
$18,976 for the water righits imcident to the springs on the
property. These springs, however, have produced no water during
the &y yeé.:':s. The operating revenues and expenses, exclusive
o &epreciation, ror the three years last past weré presented by
applicant as follows: | |
| 19°9 1930 1981

Operating Revenues $ 7, 006 $ 9,253 $10,243
Operating Expenses 15 425 13,980 15,257

Operating Deficit $6,419 34,727 - $5,014

The consumers contended that the water service renderéd.
by applicant in the past had been inadeqmte emc"; insufficient and
that the alleged opemting dericif was largely due to careless and
inelficient menagement and seles of water at preferential rates to
various partiés on the tract. It wasg also 2lleged dy certain con-
sumers that the system losses are out of all reaséﬁable"propqrtio'n
%o the water sold and are due to weste of water by flet rate users
and to leeks In the mein. The consumers contend thet they should
not be penslized with an incresse in rates as & result of the in-
competent Mgement shown by applicent. |

A report was submitted dy Mr. R. E. Sa:mgé , one of the
Commisslon's enmeers, waich contained an appralisal of the phys:f.-
cal p::opemxes and en analysis of the operating expenses. The

estimeted historical cost of the property as of May 1, 1932,




totelled $64,331. L replacement amnulty computed by the five per
cén‘c sinking i’:ind mothod totalled 3';:1,’284." An estimste o2 reason-
eble amunl expenses was shown to ’béa $14,100 and the rovenues for
the yesr 1931 ﬁere $10,243. The re:f:vlts 0L 1931 operations based
on the above ".ﬁe;ureés. show o deficit of $3.857 in operaﬁng ox~
penses alone, exclnsi#e ox depreciafi on. Mr.. Savage furthor tosti-~
flod tzat £3o ‘operating expenses could bo materlally roducod snd
the se'rv.‘.:ce Amproved by contrbllim‘the excos s:‘.ve di..,tr.’z.‘butmn
lossez, by the imstellation of more adequa'ce pumping eq:aipmcnt
antoma.tiéally controlled, mains and.‘storage facili tios, and that
by securing a greatervamount o;‘:'watér from the San Wrsneisco
30urce 2 very subotantn.al amount o2 ‘chc puspage uwnder p:-e.ent
operating methods could be olimnated. |

Applicant contended theat the cost of the plant ex;:éeded
tho syproisement cubmitted by the Commission’s exgineer but was
willing, however, to accept it Zor the puﬁpoce:é of thiz proceod-
ing. Yr. Toomard testified that opplicant wes willing to imstell
the edditional facilitios recoummended by the Comiésionf's‘enéineer
pravided retes were estzblished wh idh wodld yield operating 0X=
penses including Geprociation snd, further, thet he would :ﬁa}:e.a
sincere effort to reduce oxcossive wator losses in the d;sﬁribu-?
tion system. XNo retum.was\_asked oa tho inveément in physical:
properties. | -

'Tb.e resalts of operation show that gpplicant is supzﬁly-
ing water at & 1055 and is ontitlod to en increase in rates to
neet at least the reas'mable.out-of-pocket charges. The fact

that ap;olicant horetofore has s.bsorbed. these 1osses in the pav'r;

2288 given the presant consmnere the ad.va.ntage of a :Lowez- »ato




for a pexiod of several years and, while such rates undoubtedly
greatly aided the real estate firm ix sellirg lots, yet soomer
or later the real cost of service:@ust be met by the consumers.
Practically all the water supply is purchesel from other water
works at comparatively high rates snd must be elevated there-
after several times by booster puxping planﬁs. I% is clear

vhat thesze factors materially increase the cost of delivering
the water to the users who cannot Therefore avoid'paying a rate
higher then thet paid by the comsumers supplied directly by the
syspeﬁbfrdm.which epplicent 1tsel? obtains its water. Thé

rates set out im the following Order are designod to produce
sufficient revemue to provide Tor reasoradle mainterence and ,
operating expenses and depreciation charges and will bde made -
erfective for a period of éix months only ez requo;ted by eppli-
canve Applicant will be roguired %o rile‘monthly reports of
cperating revenues and expenses in order that the Commission ney
be iﬁfozmed of the results of operetions under_the new schedule.

The rates applied'rorby.applicant have not been es-

teblished as the?.had the errec%'or improperly loading the
burdeﬁ of charges upon the smaller consumers while the users

oL large qﬁantities of weter would have esceped contriduting
their fair share of the additionmal revemues waich should be
procuced by the schelule esteblished below.

The evidence-shows “hat this entire water works is

improper sud inadequate in design and of very low)operafins

efficiency. The consumers in all fairness chould not be penalized

for such conditions. Lpplicarnt will De expected to make, without




delay and &5 soon &8 {ts financisl con&.s.tion., will pormit, the
iy ovemen s necees ary *o oliminste the AbOVO wsatiefactory con- |
& tions, the finaneing o.f which should be made entiroly feasi‘ble
terough axnd by rcason of the incressed schedule of ratez estab-
lisked in the following Ordcr.

In comection with the alleged waste of water‘ by £lat
rate consumers, i‘t: chould be pointed out that in the operafion of
iz particular system the servﬁ.ce rendered wader flat rates has
produced an wnfair discrimination esgainst t_he metored users and
is subject to the oriticism of possible exploitation. Applicent
therefore will be reqp.ired to meter all sexvices swrlying water

for eny warposes whatsoever. Unmetored service commections shall

e metored within sixty (60) deys from the date of the Orfer hore-
in. | |

C.E. Holt Realty Company, & corporation, heving made
sppil ca‘cion t.o the Raflroad Commission for an order authorizing
an omergency increase in rates, public hoaxings having been kold
theroon, the mettor having boen submitted and the Commission be-
irg now £wlly advised in the premises, | |

' It ic hereoby Zound ac a fact that the pre3ent rates of
C.Z. Holt Realty Company, & corporation, in s¢o far a2 they &l ffex
Lrom the rates heroin estoblished, are wnjust, wreasonable and
Azeriminatory and that the rates horein establiched are just
and ressoneble rates to bo charged by sald company Zor the tor-
vico rendered, and

Basing this Order upon the Loregoing Lindings of fact

-




and wpon the furthor statements oL facet coxtalned in the Opinion

which precedes this Order,

I7 IS ZEREBY (RDERZD 12t C.E. Zolt Reslty Compexy be
end it 4 hereby authorized end directed to f£ile with this Com-
mission, within thirty (30) days from the &ate of this Order,
the £ollowing 3chedule of rates 10 be cherged Loxr all sei:‘vice-
rendered sﬁbseqnen'c to the date of the Order hereizi, sald
schednle of ratos to coutinume in offect onlyv un'til De-cem‘bef 3L,
1932, at which time the precent schedwle of rates shall ‘age.iz}x
beconme offec't:i_vé wless othorwice ordored 55' ‘cb._f.s Co.zrnmd.gsion_./_‘
Yorthly Minimum Charges: |

5/8 x 3/4~inch metE Tmmmms—memmmsasccamcacmcesecea- $ 2.50
/ ‘ 2.75
l~inch meter 3.50
1%=inch netorem—=mcccmaraens
2=inch metexr .
Z=inch neter-- -

Zacz 0Ff tThe foregoing "Monthly IMinimum ChargesT™
will envtitle the consumer %o the quantity o
water whica that monthly minimum charge will

‘ pugchase at the following "Monthly Quentity
Rates.™ ‘ . '

Monthly Quanti'cy‘.‘-?.afces‘:

From O to 500 cubic feet ————
Fext 7,500 cubic feet, per 100 cubic feet
Ovor 8,000 cubic feot, por 100 cetbic feet

o000

IT IS ERREBY PFPURIEER ORDEIZD that C.H. Holt Realty
Company, & corporation, shall £ile with this Commizsion, not |
leter than the Lifteenth day of each month, a detelled statement
setting forth the following information:

l. The total guantity and cost of water pzii'-

chesod in eech preceding month, segregated
a2 to each source of supply.

The totel quantity of weter colé.

-




The total malntenance and operating expenso
of each proceding month.

The total operating reveres in ecach preceding
month.

IS ZEEEEY FRTHER ORDERED jéhat C.He Eolt Realty Com--
Pany, & corporation, within cixty (60) days from the date of tuis
Order, shall meter all service commections used to Supply water
for'any end ell purposes other then for fire hydranmt. uslea zné
thoresfier shall deliver no water tarough unmetered ‘service coz:i-
neetions withoﬁt;the wxitten consent of this COmmissioﬁ',"ond
within sixty (60) days from the date of this Order caid G.E. Holt
P.oai‘cy Company shall file with this Commission 2 cer'ti':fiéd‘state-
nent to‘\the effoct that 't_be system hes beon fully and completely

metored.

IT IS EEREBY FRTEER ORIERED thast the rates hereln os-

teblished shell eutomatically be cancelled and rqscinded ant the
preseﬁt 'ratc;s threreupon agaln becoms elfLfective in the cvent the
provisrior.s relative to metering set out above hsve ‘z;.ot‘ been com~
plied with within sizty (60) deys from the Gate of thde Order.

IT IS HERTBY FURTEER ORTERED thet C.H. Holt Reslty Come
pery be ond it 15 hereby directed to file, within thirty (30) days
from the date of this Ordexr, rovised rules and rogulations govern=-
ing its relations with its consumers, ssid rules snd regalations
to become effective uwpon their acceptence for £iling by this Com--
mission.

Por all other purposes, the effective date of this Or-
der shaell be twenty (20) ’d.ays from end after the date heroos.

'Dated ov San Francisco, California, tzis ZZ - oy
ot &4 _, 1932,

A

.Ssioners.

N
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