Dacision No. 4-f3 7

RTPORT OET RAILROAD COMIISSION OF ITES SZATE COF CALIFORNIA.

In the Matter of the Application
of Jatsonville Vater & Light Com-
neny for en order suthorizing in-
crease of wotor rates.

Welter E. Linforth and iWyeckoff & Gordner,
by E. C. Vyokof£f, for Apnlicant.

Ae. . Sans, for City of WTatsonville.

~

ERUYDIGE, Commissioner.

This is a petition brought by the Tatsonville Jatex
and Iight Company for sxn order of thls Commlission iixing and es-
tablishing Just snd roasonsble rates to be charged for water to
the inbkebitants of Watconville and vicinity in the counties of
San Jose and lonteraye

The spplication alleges in effect that Watsonville
water and Light Company, applicant herein, is a corporstion duly

organized and doing business under and by virtue of the laws of
+he State of Californie, ond is engaged in the business of sup~
ylying water to Tae inhebitants of tThe City‘of Yatsonville and

vicinlty: thet the rates in effect were established by an ordi-

nance of theﬁcijy of Watsonville, approved June 2, 1914; that the
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- rates charged Lfoxr water Relivered outside of the ¢ity of Vat-
sonville were not established by a rate‘fixing body; that the
present rete schedule does not produce sufficlent return to
meet ‘necessary cost of operation, replacements und interest
on the falir value of the system. *herefore, applicant prays
thet this Commission establisk Jjust cnd ressonable rates;

Tho ruate schedule heretofore in effect, Wﬁich was oS-
teblished by Ordinsnce No. 148, dated June 2, 1914, by the Board
of Aldermen of the Civly of.Yatsonville, provides for s maximunm
rate to be charged consumers. The measured rste schedule estobe

liched 1s as follows:

AN eeeasosnaensesseedle00 Dor month,
¥or all weter used, 20¢ pexr 1000 gallons.

Tn addition to the sbove retes for domestlc service
within the city, applicunt sells wetler Zor irrigaetion of straw-
perries. It hes heretofore charged $30 pexr acre per anmum for
thic service, if token from the pipe muins of the system,' and $25
par scre por yesr 1f tolen from the overflow of the reservoir.‘

At the time of the establishment of this rate scheduls,
there were instelled only s very few meters, thorofore the major
portion of tke ordinence establishes a flat rate schedule very-
ing from & minimum of $1 por month for tenements occupied by &

single famlly of not more than five persons, o $10 per month for

browerios. There &areé verious intermediate rates for other differ-

ont clesses of use, ond o charge of $100 per month for all use of

the City of waitsonville.
This System was inauguratea in the early 70Ts by James

. Rodgers snd Wm. Lendrum, Who appropristed water from Corralitos

Creek snd Brown Creek for the operstion by water power of & flowr

mill. & 12“'wooden £lume woe builtfrom the flour mill to‘watsonville.
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Afterwards the then ownors acquired by deeds the riparian rights
0f the various landowners sbutting on the creek below the intake
on the two creeks. Francis Smith and V. . Montaogue puxrchased
the plant in the early 80's end owned and operated the system
until 1896, when the presént corporation was Lormed, with an
authorized capital stock of $500,000. In consideration of trans-
ferring thé oroperty to the coryoration, ome~half of the capltal
stock was issued to Franeis Smith and one-hall to the Montague
interests. The present company improved, extended snd enlarged
the system by the instellation of iron and steel pipes, the con-
struction of & filter plant, and settling and distributlon
ressrvolrs. |

The principsal sources of water supply sre COrralifos
and Brown Creeks. ater is diverted from these sources approﬁi-
metely nine miles from otsonville, and flows by gravity through
flumes and pibes to the disitridution reservoirs located 1% miles
from the city. Hore the water is filtered by & Jowell filter and
is chlorinated before cntering the reservoirs. |

Thers sre threc reservoirs for storing this water.
Yo. 1 is & concrote lined reservoilr naving & cspacity of abbﬁt
eight million gallons, No. 2 1is »ailt of brick and concrote, axnd
has a cagacity of oight hundred thoussnd gallons. The third reser-
voir is of earth and bulkhead comstruction and 1s not in mse at
present except for receiving the waste water, which is conducted

from the reservoir to Corralitoes craek by & 157 pipe.

nhe Jewell filter bas @ capacity of gbout 800,000 gal-

lons por dey. "he ssa0yvolr MAY D8 hy=pessed snd the water flow

direct Lrom the Corralitos main into the tronspission maln eX=
gns it is

tending from the rosoxvolr 46 the city. 'By this me
stoted a pressure of from 80 to 100 pounds cen be obtalned in

town for emergency fire purposes.
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From the rosorvoir the water is delivere& by en 187

riveted steel main to the disitrivution system. Ehﬁ'fGSGrVOié is

at o sufficient elevation to provide from 30 to 40 pounds pressure

throughout the c¢ity.

During periods of £lood the wator in the streams becomes
too muddy to pass through the filtex. Io provide clear water |
during these periods, six-12" wells were drilled within the cliity
limits. From these wells water is numped by two 8" centrifugak .

pumps into the distribution mains. Any surplus remaining over

draft flows into the distribution rgservoirs. This plant has a
capacity of approximately oxne and one~holf million gallons per
daYe |

Applicant is at prosent delivering water 1o approximatos-
1y 1860 consumers, oI weleh some 170 sre metered. In sddition to
the domestic consumers, the company haé s0ld water to a number
of irrigators slong its pipe lines. The prinecipal crop irrigated
is strewberrios.

T sddition to the system sbove describded, the compSLY
ovns & body of water imown &S Pinto Loke, about three miles north
of the city, end cccasionally pormits ranchers'in the vicinity to
pump watexr Lrom it. This wse, kowever, is occasional, sxd the
Pinto Laolke system is ontirely seperste from the system sunplymng
weter to the city 6£ wetsonville. The Pinte Leke system thexefore
18 not in use and will no%v e considered as & part of the system
for the purposes of this proceoding.

At the hesring sppralssls of physicel properties were
submitted by Z. W. Crozier, reprosenting Sanderson & Poxter,
forvapplicant, and by *ke hydrsulic engineers of the Commission.
In sddition there was submitted with the epplication as Exhivit
B, an inventory purportiﬁg to represent the hook cost. L4 com= '

perative tebulation of these approisals, exclusive of roal estate,

follows:




Cost
Cost New Depraciated

By Ssnderson & Portor—-
Estimated Original Cost.... $269,820 o B
Reproductiorn Cost ...c...s 436,206 288,666
comssion’s mineers. seesaae . 326 ’236 - -

BOOJ:C Cost-;.--..--o-.l.u.-.-.. 243,909 - ——

2he basic used by Mr. Crozier in asrriving st his estimated
originel cost was the book cost of the installations of »ipe since
1910. 7“here no records of cost wore available, an estiﬁate of the
original cost was nude. Qhese pipe installetions were largely reo~ -
newals ond tae records chow tha® in many instunces the reported |
cost included oxnenses of ronewlng service comnectlons, hydrants,
ard meters, tepping moins, salvaging old pipo, cnd other expendi-
tures whick would not ordinarily obtain in new construction. The
cost of installing service commections, hydrents snd meters, is
included in the appraisal as such, tvherefore thelr inclusion In the
unit prico of pipe is duplication. To the cost obtained by this

mothod, Mr. Crozier sdded sn overhead percentage.

The so-called reproduction cost, submitted by ¥r. Crozier,

{s beced upon an estimate of what the price of material and labor
will:he two years hence. ilr. Croziér stated thet this estimste
was submitted for the purpose of determining & repdacement fund.
An estimate of thls ckharscter is, at best, speculative, snd enters

the wreslm of conjecture. It therofore is of very litth asgistance

in determining & rabe base.
by epplicant's enginoers
The depreciated cost reported is exrived at by depreclat-

ing the reproduction cost by o number of different methods. The

6% sinking fund metkod of depreciation was used in arriving at the

present velue of the punping plent, the streight line method, Zor

sho distrivusion and pipe systen, and the inspection method fox

nany other items. mhus the totel srrived ot is & combination of

not reflect the depreclated cost of tke
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all those methods and does




proporty. Thg ¢stinmete subnitied by the Commission’s engineers

ic based upon the average cost of materials vrior to the recent

abnormal inoresse, plus thg actusl expenditures incurred during

The present period of high prices. The book cost submitted, is

baesed upon en eppruisel mede in 1909, to which is added the book
cost of additions and betterments.

Lfter carofully considering all oFf the facts subnitted
in regerd to the value of the structursl broyexrties, it appears
that the estimute swomitted by the Commission's qnglngors mafg
nearly arproximstes a folr rate base for the purposes of this

proceeding,

Investigation wags mede of the value of the real estate,

both by spplicant's and the Commission’s onginoors. Both engincers
sgread a8 1o this item sud it appears reasonsble. Testimony shows,
nowever, thut o porvion of the trect, five secres in sres, kmowm

a8 the TFord Stroet Pump Tract, is not used and useful at this

tine. Che envire truct wes purchassed with o viow of future de=
velopment of the underground water supply, und iv does not sppear
reasonable that It be charged against the presont consumers. This
tract, together with some small buildingss cost applicsnt $9,000.
Froxm the evidence it uvvears that a fair amount to be ineluded in
the rute base as the value of this tract is $4,500. AdJusting

the sum of $12,497 submitted as the valus of real estate, for

this deduction, there is remeining the sum of $7,997, as the value

of used and useful real estato.

Xr. Crozior subnitted an estimute of the value of
water snd riparisn righitc of $69,595. Anplicent elaims the right
to entiro flow of Corralitos ond Browa Creeks. This right,
it was contended, was acquired by them hoth by the appropriation
of all of the waters of thosc stresms and by the extinguishment

of the ripurian rights of practically all of the owners sbutting




on the Streoams below the intokes. Title has been secured through
deedé and agreements covering water rights, riparian rights and
rights of way. There is no record of the originel cost, the
racords of the comnsny having been destroyed in the 3San Francisco
fire in 1906. The deeds, in most instences, recite only & nominsl
considerstion of ome dollar, with the right to tap the water
conmpeny’s mains and recelve froe wabor for domestic use. EHowever,
a partiél cost is disclosed by tke considerations mentioned in
six of these deeds, totalling 39,900, Owenty-eight out of & total
of simty-four of those deods provg&e for ILrees seivice, and two
provide for sexrvice al reduced rates.

1or. Crozier srrived ot his estimeted velue of water
rights by sssuning that 1% would be necessary for applicant to
acquire ell of the tributary water shed area wkich produces this
gupply. EHe then estimates the value of this area and stetes that
pecause of the fact that the company did not fiﬁd i1t necessary 10
meke this vurchase in order to acquire their water rights, there
was o considersble saving over the above sum, which he conslidexs
should be divided with the consumexs. Ee therefore dividés the
cum of 189,190, whick is the ostimeted velve of the water sbed
lends, by two, snd arrives ot the sum of $69,595 es8 toe value of

wabter rights Lfox the purposes of this proceeding.
L5 before stated horein, the evidence shows that the

right to aivert water was octually secured by the company bdY &p-
propriation and the oxtinguishmont of riparian rights, end it ap-
pears thatl {f the company were nNow acquiring these rights, that

the seme method would be used. 14 therefore is logical:thet in

arriving at the value of these rights, the Commission agsume that

their veluo is what it aid cost and would cost applicant To &p~

propriste the waters of these stroans and extinguish the ripsrisn

rights. 4 part of the consideration for these rights was the
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delivery by the utility of free wator, an&'this faet shounld be
given consideration in arriving st their value.

It appears from the evidence submitted that these rights
did end would cost the compeny approximately $20,000. Only a part
of the available supply is necessary Zor supplying tho present
consumors. ZThe low flow of tao stiresm as meaéured,,is three
nillion gallons yor day, whoroas the draft spproximetes one and
oxne=-hulf to two million gallons daily. CThet »ortion of the value
oL these rights uwsed in serving »resent consumexrs, with a reason-
able allowance for needs in the immediate futwre, is included
herein a8 z part of thoe rate base wupon which interest is allowed.

Aprnlicant contonds that there should be lncluded an
sllowence for working capital, und estimates that the sum of
35,000 L8 pecessary. Mr. Crozier srrived st thls sum by assuming
that the actual operation of the system would require s working
capital of 3,500, and in addition thereto the sum-of B1,500 %o
cover cost of construction, such o8 extonsions and revlacemonts.
the Commission’s ongineers estimated that the maximum r;quirement
gor tals purpoée would not oxceod $2,500. This estimate was made
upon the basis that the systom was metered and the utility would
not colleet from its consumers until the exnd of the month of use,
waereas at present thic systen 18 wametered and the monthly flat
retos are collected in sdvense, which reduces the working capital

required. I am of the opinion that 32,500 ic sufficiont for this

purpose, end that sum is used herein.

Mheme 8aro no rocords available of the cost of develop=-
ing the business or of meking this plent a going concern. Appli-
cant cloims a velue for this oloment of $15,000, besed upon an esti-
mete that it would require ten yoars to build up its present

pusiness. This sum is srrived at by sssuming that in addition %o

the originsl cost of the plant, the company would have to spend

certoin sdditionsl moneys ropresonting operuting expensos, which,
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in this case, it it assuming, is about $4,100 annuslly, or a. total
of $431,000 for the ten=year period; ond during this perioed 1t would
recelive an average of only approximastely one=half of the esrnings.
Thorefore, it is contended that thoe goilng concern value would be-
one-half of 41,000, or approximately $20,000. This smount is re-
duced by $5,000 vecause, in the opimion of apvlicent’s engiﬁeer, the
earnings were somewhat larger than one-half.

Prom such fragmentary'records as are available of income
and oxpenses incurred by applicant during the esrly years of its
operation, it sppesrs that probebly applicant has had returned to
it any expense to which it may have been put. e Commission's hy-
draulic engincers tosgtified that a similar plant with practically
the same rates had »roduced more than sufficient reveﬁue to returm

the cost of making 1t = going concern.

The rates esgtablished by the municipal authorities, which

were in effect in the pact, were somewhat higher than those in ef-
fect ot »resents .The beginning of the yroesent plant was chesaply
constructed, and develcoped gradually as the demands of the city
increased. t is incumbent upon spvlicant to .show the exietance of
2 going concern velue. In view of the fuct ?hat the evidence fails to
- show any going concern value for which the Company has not in the
past been compensated, it avpears that no sSeparate allowance should
ba maede for thic element of value.

Totalling the various preceding elempents of value,
we arrive at the sum of $260,000, which, it is found es & fact, is
& falr sum upon which retura shall be sllowed for the purposes of
this proceedinge.

Applicant™s engineers did not submit a sum to be Iin~
cluded in vhe aﬁnual charges Lor replacements. _The Commlssion’s

engineers estimate that the sum of £2,437 is sufficient for this




purpose. This sum includes an cllowsnee for the cost of replac-
ing vevements over the plpes.
The following btebulutior skows the maintensnce and opor=

ation expoense for the past threa years.

Yoar Yoor Yoox
IoER 1916 1917 1918

General Office and Offlicors’ ‘ »
 scleries ond expensSeS........ $4407.01 $4702.45 $BTT.87
Commercisl Ezxpoense, Colloc~-

tions, Reading meters, etc., 1911.97 1896.84  2093.25
Power purchesed for pumping.... 556.15 288.00 1137.60
Maxes &nd IDSUTENCB.ceacesasees 5608.29  3884.46 3702.12
M scollaneons Lsintenance &

Oporation EXPOnS@S.ceccesccoae 4012.77 ~ 3307.27 _ 3929.70

51450619 $14079.00 $15641.94

N 4 v

The light rainfall during 1918, snd the increase in the

power rate oceasioned orlerge inerease in the cost ol the power

purctased for pumping, which it appeers will not recur: oach yeax.
Trom sy snalysis of all of the items going to make up

the operating exponses ineurred heretofora by spplicant, it appesrs

thet the yrobable future expense incuxred for the prosent consum-

ors will spproximate $1Y,000 snruslly. 4 BUINATY of the znmual

charges follows:

Tuterest on 250,000 et &%...-..... § 80,000
Roplacement fuNd seeccnscaceraccnee 2,437
Operating expenses .. Cesens 15,000

Motal =—mmemmmoc=c=- “m————— $ 37,437

mhe present rate schedule produced s revenus of 529,555
during 1918. It is therefore apperent that the present rates
aid not return Vo applicant felr and ressonmeble snnual chorgesS.
The system is at present only 10% metered and approximetely 78%

o? the income Zfor the yoar 1018 was derived from the flat rate




consuvmers. It ic impossible to estahlish a schedwle of wnmessured
rates wheroby the burden of msintalning a plant of this character
is equitabdly distributed umong the various coasumers in proportion
t0o thelr use of water. A detailed house survey was submitted by
applicent from whick the flat rate schedule set out in the follow=-
ing order wss computed. These rates are designed to make each con=-
sumer bear hils fair skharo of the burden.

As hus been stated many times by this Commission, &
measured sechedule of rates is the only moethod by which each ¢con~
sumer bear; his proyortion of the expense., The beneflit to be

derived from = metered systern Is not only an equitable distridu-

tion of the charges, but is also o mesns whereby the waler sSupply

cun he conserved, good service rendered, und operating expenses
roduced.
In order to opercte efficiently, anplicant should pro~
cood with some comprohensive program for metering its ontire system.
It is estimated that the rate sckedule established in the
following order, will produce =¥ X®BXX The gnnusl chsrges set outl
abovew

I submit herewith the following orm of ordex:

AOSONVILLIE JATER 43D ILIGED COMPANY having applied to
tris Commission for authority o incresse its rates charged for
weter for domestic und irrigation uses, and & public heuring
khaving boen hold, and the Commission being £ully zpprised in
the premises;

It is neredy found as o fact that the present rate
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sechodule of Jatsonville Woter and ILight Compsny, in so faxr as 1t
differc from the rate schnedule heroin set out, is unjust and uwn-
roasonable, und thet the rate schedule herein establicshed is Jjust

and ressonable;

And besing its order on the foregoing finding of fact

and on the othor findings of fuet contained in the opinion which
procedes this ordew,

IT IS ESRESY ORDERED that Wetsonville wWater and Light
Compuny be, ead it is hereby suthorized snd directed to file with
this Commission within twenty (20) days from the date of this

order, snd therecfter charge for sll meter readings subseguent to

+he dete of Ffiling, the following rates:

RADE SCEEDULE

ME0ERED USE:

Do apply *to &ll users on sepsrate promises, in
whetever ownersily.

1.-=Nonthly lMinimum Payments fox Letered Service:

l"‘

For 3/4 ineh or 5/8 inch metorS........ ¥
l " meter.'.....-.....‘-......

l%‘ " asssanassaNssSERRSS e
" \id

...l......-...l--..o-

" "

-
-r .-Q.I-..'I‘.I'I‘lll.-

n n

..l..l‘.l..l.....-.-.

S -=lonthly Quantity Retes:

fAY

600 cu.b.LC fee“ ox leus..-........-.---- w
Por use over 600 cubic feet,
pGI‘ loo cu-.bic fGOv..o..--.—-.-----.

MUNICIPAL USE:

le==Ror Fire Eydrants Ovmned by Comvany:

2—inCh, eacﬂ UGI‘ monuh,..--.----.....-.
".t-lnch " st acesamenenagss

2,-=For Fre Evirants Oovmed by City:

2-inch, eack per montn,................

é-lnc.ﬂ, " . s s v scavEsRse s
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5.==Sprinkling Roads and Streets by the Clty ox
Counties, messured by wegon or truck tsnk
capacity, pexr 100 cubic £e0t.c.ceccrnncncans ® .10

4. --Automatic Sewer Flushers, sccording to mesas-
wred or computed quantity of water used,
per loo cubic feet .I....-D....l.l'l.I.I.... tlo

S.==ill other municipsl use of water &t the regu=
lar meter rate. T :

FLAT RATES:

To apply to all users on separute promises
in whatever ownership. . -

Pex lMonth
l.-=-Residences and lenements of not more than.
six rooms, occupied by single families,
with not over one bath tub onmd toilet...... § 1.20
For each additionsal room. .10

Tor ecch additional bath tub or tollet........ .15

Tor osch private gerage whore sutos are
washol 0 the ProllE0S.ssccsesvsscsnsccnccccs «25

Tor each privaie berm, not more thon two horses
or cov’s M"EEEEEERE XN BN B

Por oneh sdditional horse or cow,......;J...;.

2.~=Private Bosrding Eouses, for each boarder
in asddition to the Lomil¥,cecccesrcccnceee.

3, ==Sprinkling or irrigatién“ofxiéwns, shrubberj:
gardens, e%c., payable every month in the .
yoar, per Square yord,esececsscccccncccocce 002
4.--Hotels and Lodging Eouses:
Dining Room’ from t.ﬁ.t.‘.t.'-.'l...... :‘I:;ltso ’to 4.00
For esch room withmwﬁyor thPenscennns .20
Tor esch room withoul water T8P...... .10
For euch private bath YOOMieeeesooses .25

5.-=2ublic Tollets in hoteols, lodging houses and
pUblic places.-...-.--.-..-..-....-m....... l.zs

Wor oack additional tolilet.isceceeccacccnnsn .50
5. --Public Urinsls in Botels, Saloozs, Office
1dings or sny place, for euch dvowl

whore o drain iz wsod, 0GCR.ccrcrecanccaces 3.00

wHth sutomatic trap flusher, from.... $1.00 to 5.00
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5.-=-Sprinkling Xosds and Streets by the City or
Counties, measured by wegon or truck tank
capacity, per 100 cubic feoteeiececvrannnnes &
4.o~=Autonatic Sewer Flushers, sccording to meas-
wrod or computed quantity of water used,
por 100 cubic L0t ceevceccrcrcrranrccneceee
Se==ill o%ther muricipal use of water at the regu-
lar meter rate. .
T RATES:

no apply to wll users on seysrate premises
in whatever ownership.

Por Month
l.==-Residences and Denements of not more tksn
six rooms, occupied by single femilies,
with not over one bath tub ond toilet...... § 1.20
:“or QS-Ch addi‘tional room.--....-.ihl...UD'..IO .lo
wor ecch additionsal bath tub or toilet........ .15

Tor esch vrivete garsage whare sutos sre
washed 02 the promiceS.iceccearcscnrcnaccnns .25

For each private bern, not more than two horses

or covJS ...'I.-'....'..-....-...........l.‘

Por oach odditional horse 0r COWyeescacveocnses

2.==Private Boarding Eouses, for easck boarder
in sdditiorn to the Lfamily,cececcncccccscane

3.=-=Sprinkling or irrigation of lawns, Skrubkery,
gardens, etc., payable overy month in the
yo‘g’r’ Per Squa&re ya’rd,-.ll....."..‘.......

4o~~Fotols and Lodging Houses:

Dining Room’ from .....'.....I....Q.l $l.50 'to 4.00

Mor each room with walor TaPeicesceans .20
For each room without water taP...... .10
Por aach private bath rooMieccecescace.. 25

5.-=Public Toilets in hotels, lodging houges and
public DlOCOS.cesscernrenassonccscnecacnnens 1.25

Mor esck additional tollet.cecrcenancecensns .50
8. ~=Public Urinsls in Hotels, Saloens, Qffice

Buildings or sny vplasce, Lor each vowl

whore o drein is uscd, 6aCheeaccsscscacases 5.00

with sutometic trap flusher, from.... $1.00 to 5.00
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Por lonth

7. w=For one Dudlic Batk Dub in hotels, lodz-
ing houses, barber shope und bathing .
est&blishments.I....I.l-'li..I.I......II..I.. ::?‘ l.so

For ezch additional public beth Tub.ecceceseces .75
8.-=07fices, rooms in upper stories of build-
ings so occupied, foxr each room, excopt
doctora? ond dentistsT officeS.icercnnccancnes «25
§.wmDoctors! cnd Dentlsts’ offices, according to
augber of rooms end . .whother or not running

wetor is used for flushing or ovher purroses
.I..-...‘....‘............l......l-... ;.i;lloo to 3.00

10.-~Chotograph gulleries, or where waver is used
for photograph prinving and developing, in
6ddition to 35076 Pob0eecccccsscccscnsacnacse 1.50

11.~=Uster for irrigaetiom of sirewberries, general
cLOTEE POT BCIO DOX JOOTeeesseconosecesvosacs %5.00

The Zoregoing opinion aend order i heredy approved snd

ordored filed o3 the opinion and order of the Railrocd Commizsion

of the State of Callifornisa. Ju7g

Doted st San Franciseo, Californis, this /

day of = ,A}919.

SR
Hd D i
/:

Comnissioners.




