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BEFORE TEE RAILROAD COMYISSION OF THE STATE 'or'vm.n ORNIA.

In the matter of the é.pplication
of LOS ALTOS WATER COMPANY fox

avthority to increase its rates Application No. 9§76.
for wa.uer. :

YT E] N woleRo

C. E. Minexr for applicant.

TEELEX, Commiszsioner.
| OPINZION.

This is an appiicatiorn for authority to increase wa.te‘r‘
rates approximately 25% over the existing rates. -

The Los Al'tos Water Company was 1ncorporated. unde:' the-
laws of this State on Octoder 19, 1907, for the purpose of construct~
ing, operating and ma.inta.ining a systen of water works %o supply '
 water %o the mnincexporated town of Los A.l‘cos and ad.jacent territory
in Santa Clara county. The co:pora..ion vas incorpora..ed. by the
owners of the Altos Land Company, for the purpose of supplying water
to lands waich thst company had purcba_.sed. and was placing on the
ma.r"ket'-. The company's 'wa.'tér system was coﬁpleted. in- Earcﬁ,v 1908. | |
Ita capital atock 1is still. owned. by people who are inte:reeted. in the - B
Land Company.‘ |
' The applicant pumps water from twe ﬁells located vfithin
the Los Al'tos tract and supplies water to -some 90 cuetomers, o:f.'
whom 87 are wnder meter and 7 without meter. The latter three ‘ca.x.e
such sma.ll amounts of water that they would pay only the minlmum in
. any event, ever if meters were ma‘talled. :

The applicent claime that 'cb.e originel cost of its wa.ter |
system was $30,366.52, and that 1t installed during 1913, Bew |
equipment costing $2,1+215-.l£-6 thus meking the total cost of the
systen $32,791.00. ‘.l‘bd.s amomt 1g probebly somewhat - 1eos than 1%

would coset to reproduce the system, for 'the reason that no cha.rge
has been made for sexvices performed d.uring construction by




engincers and superintendents of the Land Coﬁpany. ¥r. James

Armstrong, one of thie‘Commiéeion'a hydraulic engineerq, tegtified
that 1£ would cost $35,755.00 to reproduce the property zew, and
that its depreciated reprodﬁbtion value is éboux $33,271.00. He
estimated an amnual depreciation amounting to $772.55.\

The rates at present charged by Los Altoe Water Company
are as follows:

For the £irst %,000 gallonGeccecceccvanes Sle 00
For each additional 1000 Gals... «20 pexr 1ooo Gala.
Minimum charge per month..cciiceecennss ee. 1400 .

The rates which applicant desires to esteblish are

as foilows:-

For the first 4,000 gallons.
Over 4,000 gallons o and including

10,000 " cesescasremean tececscone .25 per 1000 Gals.
Over 10,000 *  ...... eeseeenses Lo

Mirimum charge per month......,' ..... eenas -1.25

The applicaxion for anthority t¢ increase the ratea is
based on the ¢clain that the revenue produced by the exlisting raves
is not euf’icientvto pay even operatﬁng‘expenses and nmaintenance.
Applicant asks rameoAhighveﬁongh only to pay operating expenses
angd maiﬁtenanco, with no allowance for retu;n on +the investmcnt QT
foxr depreciéxion. This ¢laim is apparently ﬁade on the theory
t2at the puyments made for the land bought from the Land Company have
been sufficient to pay for the investment of the Waxcr Conpany
made by or through the Land Company. |

The lhearing on this application wes beld in Los Altos
on March éo, 191%. A% the hca:ing.applicant'aubmitted the following
estimated operating charge for the year 19LY:

Pump labor @ $75 ber month (of which sum $250 per
Year is chargeable to work for the Land Company,

leaving to be charged againet the Waterx '

compwy $ 50)-.. ...... FEFNFEEREENENRENE WA N NE NEENNEE R ] $65o.oo .
Lwricants.oll..t.'lll‘&'.....‘... ................ 30.00
Elecizic power £Or PUDDINGecevecsccroonnoss 600.00
Ordinary repairs to pump eqQuinment and wells..

traordinary repairs to pump equipment and wells

(veing the sum of $11K0.47, expended in the

vear 1913, distridbuted over g period of 5 years) 228,10
Repairs to distribuxing 22in8 ....00ee 5.00

| Forward, '$1555#1d1_‘
D e




‘ Bro't forward $1665.10
. Lease for pipe 1ine to Peninswlar R.R.Co., ceeneie 2400
Advextising, telephone, stamps, drayage,

! f:eight a-a-d exp“ess.-..o-...--.-....-,.-..
Ineurmce--.......... ............... -

Office zent @ $20.00 pe* BOBEE e v vaesmvrnnns eeesead20.00
TQJCBG..--.-.......- ------ LR R N N O I N s N NN RS 122.95
Superirtendent,. Gene*al Menager, Bookkeeper

@ 3100 OO Per EOMVh...Q......l......‘.l......lzw.oo.

I consider that the 1tem of $5.00 for repaire to distribuz—
ing mairs is t00 omall and that at least £$25.00 shouwld be al"owed for
vhis item. This would make a vOVal of $3220.55. All o2 thege items
havc‘bgen carefully exemined and are Teagonable, Witk the possible.
exodp;iqn of the salary allowed o tke superintendent, genexral manéger
and'béékkeeporl Mr. Miner, who performs these functions, also corducts
2 real estate, loan end insurance dusiness and iz the local agent

< the Land Company. Ee .testified that ac¢ recelves a sslary of
3125 0C per month, of which $25.00 1o pald by the Land Company for
keeping 1%s books and attending to its affeirs other thar the sale
of p*ope*ty, and that $100.C0 48 paid‘by the Water Company. It
will appear hereafter that even 4if the sum of $75-OO per zonth only
isg ullowed fox hizs sexrvices to the Tater Company, so thax the total‘
operating expenses would be reduced to $2900.55 per year, the rates.
now a#ke@ for‘would appeaxr to be fa;raand redsonable rates. |

The applicant submitted the followizg statement of its

income from water sales in the past under tihe existing rates:

 July i9ld to Decembér 31 1910..4.............. &701 43
| LR 3367.20
1912;................ 1323,68

e b—————

Mr.'Mineértestified that the proposed fateé woﬁid reéﬁi;f
in 2 revenue of approximetely $280C. 00 durizg 181k, but thaz in ..
reaching *his conclusion, he had not t_ken anvo conaideramion any
increase in the business. Tre average nmmber of consumers|for
i910:tov1913, inciusive,‘is aé folléwe:
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Last oix monthe 0f 1910..ceecvecccscccncecccncnns
1911......-...-..'...tl........ 22 /lo

1912, ceeccorarccacncnsonacmanae
1913 verenserracesnnenceasen 18 2/10
It thﬁs 2ppears that the percentage of growth in 1912 9ver
© 1011 wao 44 1/10%, and fhatmthc pe:cenxage-of'g:pwfh in 1913-6ve:3
1912 was 25 3/10%. Mr. Miner estimated that dnring.the year 1914,
the rate of increaze would be approximetely 15%. The proposed raie
anounts to an inc*oaae of approzirately 25 over the existing razes.
Fetimated on this besls, the »ate of return for 1913 and 1914 under

the exigting rates and nnder tke proposed rates, would be xxmxx a8
£oll0We: |

| Exicting Retes ._?_rop_oa‘ed"Ra.tets‘

Sl ST~ t1. 3. $2614.20.
1914 (15% increase).......... 24;2.66 : 301083
Tt will thus be seen that if the proposed incresse is
allowed, and if we estimate an increaae of 15% in: the businéée‘for
the year 191k, the total reen_tant revenue, being $3040 8;, will

$280.67 less than the operating and.muintenance expenses, if
a saia:y-of £100.00 per month i 2llowed to the superintendent,
general munager ané bookkeeper. I‘ the allowance. for ealary is
reduced to *75.00, the revecauve will be somewhat 1n excess oi the
ope*aming and maintenance charges, bux if an allowance is made for
con*ingenciee, or 1f the expected increaae in business is not zealized

the revenue will barely vbe gulfficlient %o mect even the operating

expenses, even though the allowance for the manager's salary is reduced
to §$75.00 pex month. |

From 2 caceful exemimation of all:the facts bearing on the
question, I ar of the opinion that the request to inozease the rates
ic ressomable and that it should be granted. It should de borne |

 in mind in this commection thd no ellowince whatsoever is belng .-

mede for revwrn on the investment or for deprcciaxion. Althoubh“"
notice of the heaxing,was uent 10 each consumer, no one.appeared‘in _
opposition thercto. Ir. J. 8. Mexrill appeared to secure 1nfo§mation :
but did ﬁot'Oppose the graxting of the application.

While ﬁh;s inquixy is.prima:ily one of rates, I desire to
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draw attention to the practice of +this company in charging the cum

of $12.50 for tapping and installing each new gérvice connection.
As this Commizsion bas kheld in City of Glendale ve. Title Guarantee

- 2nd Trust Company, Truste§ for thé;Glendale Consolidated Water
Company, (Vol. -2, Opigionb and Orxders of Radilroad Commise;on of
California, p.ﬂ989§and the cases therein referred t0), We believe it is
as much the duty of a wWater company to imstall the ee:yice connec—
tions a8 to inetall its pumps and reservoirs and maing. The cost
of suck connection is a proper charge to capital acconnt, and
sRould be considered i establishing the rate. Whilé we do 00t
desire to make any order ia this case on this aubjééf, we would
suggest to the applicant that it give due consideration to this
Question, with a view.of‘eliminaming this chargéjunlc§s aome'v§ry
good reason appears to the cont;ary.

I submit herewith the following form of orxdex:

LOS ALTOS WATER COMPANY baving applied for autlority
to increase its rates charged foxr water to a rate of $1.25 fo#
the first 4,000 ga;lone; 25¢ for all water over 4,000 gallons wp
to and inciuding I0,000 gallons, and 20¢ pér thoﬁsand gallons for
all water over 10,000 gallona, with a minfmum charge of'$1;25. A
per zmonth, and a public tearing having been held upon said'appli#
cation, and tke COmmieaion finding that the rates which applicanx

desires to charge are just and reasonable raxea,

IT IS EEREBY ORDERED that said application be and

the same 13 hereby grantod, ané applicant is hereby authorized




to file with this Commission & achcdnle showing said rateﬂ, to

become effective on and afver April 1, 1914

The'foregoing»opinion axnd oxder are hereby approved

axd ordered filed as the opinion and order of the Reilroad Commission
of the State of California.

Deted at Sen Framcisco, Californis, tb.is.%?’?f. day of
¥arch, 191ke | -

Commiseionera.




