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In the Matter of the Applica.tion ) 
) 

ot FEED R. D:R.lt.n for an order ) 
) 

f1x1ng and ad.justing water rates.) 

!!orrison. :ou:zm and :aroboc~. by 
E. R. Pbleger. for Applicants. 

BY !.E3 CO~SSION: 

O:PINION .- .... --.-..---
This proceeding. brought by ?red :E. Drake s.s ag~nt for 

, 
the Uercs.:c.tile Trust- Co:t:ll's:o,s of San :E.'rane1sco is an app11ca:t1on :tor 

an order of this Commission authorizing an il:lcresze in "the ra.tes 

Wld charges for water ttu:nished for d.omestic :p't2rl)o se~ to, cone-czmers. 

in the "Ctllineor;pora.ted town of San Carlos. Stln Ms.teo CotrO. tsr. 
The application alleges in e~feet t~~ the Mercantile 

Trust C:o:Ipan,. is the ow.c.er o:t the ;public utility 'Wc:ter d,1str1butiCll 

system su:pply1ng tho town o~ san Carlos; and the,1; the ratea at 

present in effect do not produce sufficient revenue to. meet the 

reasonable annual ch~ges of the syetaQ" including depreciation allow-

a.nce and 8. re't't:rn upon the investment. The C:O~SS1011 is thor~ore 

asked to es-te.b11sh rateswh1eh . Will 11eld an e.d.e<z.'ll8te return. 

A :public hee.ring was held, 1:. "thi$ proeeediJlgat San carlos. 



betoro Exern1ner Gear,. of wl:j.eh e.ll interested. ;partioe wore notified 

and were given an o:pportunity to apoes.r e.::.d be heard.. ... " 

sc.:o. CnrlOe town~ite wc.e a. real estAte eu"odiv1e1on acquired 

from the Phelps EState about 1910 by the Sen carlos Perk S,ndice.te. 

~~$ eo~orat1on installed a wator esstom. 1nc1u~ e. pnmp1ng plant 

and. a. 135" 000 ge.llon conere te S't%:I:::!P. together w:t th eertain distribu-

tion mtUlls. The vre.tor supply was o·ota1ned. from the Spring Valley 

Water Co:npe.:cS's Al8.:leda. pipe line s:c.d wee p-amped "to a concrete 

reservoir on an elevation a"oove the treet. 

corpora.tion. took OTcr the properties 'tUleter ~orec1oeuro proceedings,. 

eubjoct to a. Deed of Trust d.e.ted. April 2. 1910. fro:l the San Csrlos 

:t>t:.rk S1lld:1.es:te to the ![erec.:c.t11e Tra.st CO::lpan".. On ~y 24." 191'7. the 

Mereantile Trust Co~any was obliged to foreclose ,n the properties 

and thus- o"ote.1ned title to 8l.1 unsold lots in, the subd1.T1sion and to 

the'w~ter system. !he now'owners =ado large extensions to tho die-

tr1bution mains in the tract a:d about 1920 d1seontinned using the 

pumping plant ~bove ~ent1onoa" having extende~ the 4-ineh distr1bu-. 

tion line to a connection With the ~r1ng Va.lley water Comps;nyt $ 

press'tU"e main at the Belmont l>'a::p Sta.tion. !he :present di.s"tribtz.tion 

system coneists of .e."oout ll.330 feet of 4-inch e.nd. 15,.090 teet. of 2 ... 

It ancl 1 inch mains. largely standard screW pipe. 92 se:rv1ces have 
" 

'been 1nsta.ll.ed.. a.ll of which are metered. 

!he rates e.t. present 1n effect are 22t cente per 100 ,cubic 

teet With a. m1ll1= ehe.rge of $1.00. At tho time theso'ra.tes were 

:put into eftect they were pre.etically 1de~tieal ,~th the rates charged 

the utility by the Spring Vaney Water CO::1pQ.n1 and conseq".lently there 

was little or ~ provision ~or any losses ~ transit. for costs o~ 

ma1nte:c.snce ot tho distribution system or tor tile costs of collection. 

The ~ollOW1ng ere the ~l"1llg Valley Ws:ter Company's presex:.:t 

rates" at which e.ppliee.:o.t now purchases wa.ter for distribution and 
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sale to consumers in Sa.:o. Cnrlos: 
Monthly eervico charge tor o~ch 2-inch moter ••• :~ •••••••••••• $5.4~ 
]lor the fi::et 3.300 cubic feot o:f water delivered. 28 .. 8i per 100' cu.ft. 
:E'or tlle next 30.000 cub.1c feet of water deli"v'erad. 25.2¢:' :per 100· eu.!t. 
For all over ~~.300 cubic ~eet of water delivered. 2l.Oi per 100 cu.~. 

Follow1llg a. field investiga:tioll a:c.d an 0';ttll!1j,na.ti0ll o~ the 

records of the utility. Mr. E. A. Joblo. one of the Eydraulic Engin-

eers of the Cotld. esi011. cO:lPiled s. report setting forth So" detailed 

inventory and appreoisal of the syst.er:. Tlls report. submi'tted 1n 

evidence; shows the estimated original cost of the :pro~rtiee. a.t 

present used a~ use~. as $14.392. and the depreciation annuity com-
~uted by thes1nk1ng ~d ~ethod at 6 per cent ss $33& • . 

Lppl1eant submitted WASt was entitled a cost inventor~ of 

the system shOwing e. tote.l of $J.9.419.75. a.nd included $5,.250 for the 
.... 

pumping e~pment which the evidence shows is not now utilized. This 

cost inventory is ,ed=1ttedly ~sed largely on estim&tes. The eVidence 

~ shows tha.t the actu~l origina.l cost o-t the c1stem is: not obta1:c.e.ble 
, 

from the records ava1~ab~e. The folloWing co=p1led from the book 

accounts. shows the mAintenance end operat:tonexpenses for the 1eer 

1920, 

Water ~urehased from S.V.W.Co.. $3~107.5S 
Electrie power for :pumping. 10.36 
La~or eharged to re~airs and~keep. 4l7.06 

Totsl.- $3.535.~0 
., , ) 

It ap:i?eare the. t "I#Ae above to'tsJ. d.oee no"t 1:l.clude cer"tain 

expenses incurred the.t are properly chargeable to x:J8.utenanee and 

o:pere.tio:l expenses. namely: Superinte:::.donce. collection o.nd ofi:tee 

expenees. The 1te:c of le.bor includee only pc.rt time of one :csn at 
. 

the reo te of $4.50 per de.,-.. Up to this do:t~ the water sj'stom lltJ.s no t 

been directly assessed for ts%ee nnd there bAs been no expense for 
instz.rBJ'lCe. 

After & e~e~ consideration o~ ell the above facts. 

together wi tll the oporating !nethods a.nd pre.et1cee obte.1n1ng. and the 
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conditions of u~keep o~ the system, it i$ estimated the~ $4.600 is 

a reasonable &mount to be 8llowe~ 1n the ~ charges for future 

maintenance aDd operation expe~ees. including the cost o~~ter se-
eured for resale. r~e presen~ rate sc~edUle produced $ revenue of 

$2, SS7 .62 during 1920. which amount it is apperent vms 1ne4eqtte.'t.c) 

to return tho actual maintonance and operation expenses. 

The evidence shows that ~he water system has been in-

st~led end operated by the certain real estate promoters Who have 

been engaged in the subdivision and sa.le of lots in the trs.et. 

7f.c.11e the growth in the eot:::mn1ty hae been .ro.p1dd.u:r1ng the pa.et 

two yee:re, the tract still. rema.:1.ne sparsel, settled. With tJJl t:l"ter-

bui1 t distribution system, end. 1 t would. be 'tUl%"easonable to btlrdon 

the present eon~ers With r$te~ which would yield a ~l return on 

the inv&st:lent in the system. After So s"tudy of the metered. we.ter 

use tor 1919 and 1920. introd.uced. in evid.ence. the rate sched.ule 

set out in the follOWing order ~ been designed to yield reasonable 

annual charges for :f'tl.ture operation of tile system.. 1ncluQ,1ng ma1n;'ten-

ence end o~erat1on expenses. depreeiatio~ ~t1p nnd a ,partial 

interest return on the investment. 

O'R.D E R _ .... -- ... -
Fred.:E:. Drake. agent o~ the Morcantile Truet Cotlpany, h8.v-, 

1Dg a~p11edto this Comm1ssion for an order authorizing en increase 

in ra.tes, on the San Ce.rloz Water System" e. )?ubJ.1c hearing haVing 

been held llJ:ld tho me.tt.er ha.ving been su'bm1 tted., 

IT IS-~y FOmm ~ A FACT tlJAt the present rates e'ha.rged 

by ~ed :5:. :Drake for water supplied to eonS"CU:lers Oll the san Carlos 

water S~stem. 1n so fer as the, differ from the rates herein estab-

lished.. are 'tUljust and unres.so:JA'ble.. end tl:.e. t the rates herein 

estnblished. ere just and rea.sonable rates to be charged. for such 

-4-



service; 

And 'btl.sing tJle order on the ~orego1ng finding o! ~c.et and 

the statements o~ ::;aet co:c:te.1ned 1%1. the opinioll preeed1ng thie order: 

IT IS :a:~:azBY O:aDERE::!> that Fred. li. :Dre.ke. ae &gan t o'! the 

Mercant1le ~rust. Cocpe.ny be end he is here·oy e:uthorized to tile 'Wi t:b. 

this CoI:ml.is:;:ion wi tl:.1ll twenty (-20) deys from. the date o~ this orier 

the following schedule ot· re:tee. to be charged. for all servioe rend-

er&d Stlbsequent to Deeem1>er 31. 1921= 

Met-ored Use: 

~on~y ~t1tl rates, 
i'or use 'between 0 &nO: $.000 eub1e :f'eett. ;per 100 eu.ft ••• 0.40 
All use over 3.000 C'C.'b1c ~eet.. ;per 100 cu'bic feet ••••••• 0.35 

IT IS ~y ~iO~ OlmERED the. t ?red :9:. !)rake. agent for 

Uereanti1e !r!ruet COmpany. be end he is llereby directed to £1~e Wi tJ:. 

this CoI:ll:l.ission wi thin (30 J d.ay: from t.he date of this' order, rules 

and. regrLle.t1om to govern'1.1:.e relations 'between the utility and its 

con~ersf such rules and regulations to beco~e effective upon 

their a.eeep'Ze.ncc for filing by 1:l:.is CoI:mission. 
Dated at Se.n ?r'@cieeo, Ca.j,j,fornie.. th18_--:;.':P_~~~ ____ _ 

d.s.~ of :NC)'Ve~ber. ~921. 
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