Decision No.  2'7'72'7

SEFORE TEE RAILROAD CQRAISSION OF THE STATE OF CALIFORNIA

R. MeDaniel, D.W. Zawthorne,
Felo Wright, A.E. Theeler,
John Ivelich, Walter Cox,
F.J. Hall, Paul Cook, W.D.
Cook, X. Farrington, Hens
Nlssen arnd M.A. Peterson,

Compleinants,

Case No. 38%92.

Defendant.
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R. McDaniel, Lor himself ené
other complainants.

L.C. Smith, for himself.

EY THE COMMISSION:

Iz thls proceeding R. MeDaniel and eleven other residents
of the Payer Subdivision situated in unincorporated territory abdbout
tiree niles northeasterly from the City of Watsonville, Saznta Cruz
County, ccmplain thet existing faclilities owmed dy defendent
L.C. T2 and used to supply them with domestic water are inade-~
quave and ask for an order by the Commission directing the defendant
to install 2 larger pump, Lkigher storege tenk and replace the ex-
isting distridution mains.

Defendart in his azscwer states that ke purchased for e

home the property upon whick the well and pumping plant are Idéated.
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and was informed at that time by the agent handling the transace
tion thet he was under no odbligetion to provide wevter for his
neighbors and could discontinue sexving <then at eany time. Dé-
';rendent denies opersting ac a2 public utility and asks that this
complaint be dismissed.

4 public hearing in this matter was held iz Watsonville
before Examiner MacXall.

Aécording %0 the evideznce the trmact of land upon whick

complainents reside was subdivided about 1926 by one Nax Payer

who installed thereon & small water system to supply lot pur-

chasers. Immedlstely therealter water was sold %o 38id purchasers
at the rete of one dollar ané 2ifty cents ($1l.50) end in some
instances two dollars ($2.00) per montk. In 1927 the one-acre
lot uponr which the water plant was located was sold by Max Payer
to W.D. CooX and Louise Cook, his wife, who continued the operation
of the plant serving through the distridbution meins all residents
of the tract. In August of 1927 this lot, vtogether with the water
plant, was sold to defenldant L.C. L end et thet time wes fur-
nishing water t¢ eight residents of the Payer Subdivision. 411
of +these transactions were handled'th:ough the real estate firm
of A.J. MeLldl end Son of Watsonville, which concern acted in the
capacity of sales agext for liax Payer and also as agent for ihe
Cooks. All original sales for said Max Payer were made througk
this 2irz whickh still hendles the local affeairs of derendﬁnt, wao
is a rorn-resident living at present in Coalinga.

Mo3t of the original szles contractc in the Payer Subdb-

division contained substantislly the following clause:




"Mr. Mex Payer, party of the Zirst sart,
reredy agrees 0 lay & water mein on %the proposed
road running through said subdivision to the (S.W.)
corner of the adbove mentioned lot snd agrees o
furaish or cause 4o be furnished water %o the
party of the cecond part, & nominel sum %o de
charged Zor suck walter service or rental.®

The above extract 1s from the sales agreement entered
into by eand between liax Payer and the purcassers, Rhuber NcDaniel
and Gledys R. McDaxiel. Certain of the other agreements set out
& monthly charge of one dollar and Tifty cents ($1.50) amd two
Collers ($2.00) for water and & few placed & definite limitation
on the amount of water to be furmished at the monthly rate set
forth.

According to the vestimony of Mrs. W.D. Cook who, with
her husbhband, at one time owned and operated the water works, ome
of tZe inducements to purchase the lot was the representetion of
A.J. Meldl that the water system supplied the residents of the
subdivision end that the water sales ™would net her & nice litile
income.™ L.C. Smith testirfied that said Melidl had told him that
he could Aiscontizue selling water to the residents of the tract
et any time but that, when the consumers showed him their sales
¢ontracts providing for water through the pipe lines descrided
therein, he had continued the service to dete. TFrom the facts set
out above, 1t iz conclusive that this water service from its very
inception has been dedicated to the public use, has so continued
without Interrupilion thereefter, and 1s now & public utility op-
erating undexr the jurisdiction and control of tke Railroad Commis-

sion.

A% Dresent the plant consists of 2 12-izck caced well

165 feet deep, & dicplacement punp opersted by a S5 horsepower
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motor, & 2,000-gallon storage tank and a distridbution systém com=-

posed mainly of lz-inch pipe. There are thirteen consumers.

A1) parties concerned concede the service rendered is
poor and inadequate. Defendent states that he purchased three
adjoining acre lots, including the water works, in the Payer tract
for & home and that it was through the nisrepresentations of the
real estate agent that he also acquired the water systenm. T ap-
pears that the improvements demerded by complainents will cost
not less than twelve hundred dollars ($1,200), whick amount de~
fendant states he is in 2o financial condition to provide. How=-
ever unfortunate this situation may be, there ca2 be no doudbt but
that defendant is under the obligetion to supply & ressonabdble
quality of sexrvice; if the rates are Iinadequate to insure satis-
rﬁctory operation, he hus his remedy in applying % thlis Commission
for the establisiment of & ressonable rate. The Tecord shows that
the average axausl revizues for the past two years have been approx-
imately one hundred end eighty dollars (£180), with corresponding
expenses including thirty dollars ($30.00) for depreciation amount-
ing %o one hundred azxd tea dollers ($110), resulting irn seventy
dollars ($70.00) for & net return, or the equivalent % a yield oz
rive per cent (5%) on tie invesiment of fifteen hundred dollars
($1,500), which defendant stated represented & fair estimate of
the cost of the plant. This indicates that the system i:s not be-
ing operated at az out~of-pocket loss dutl at a substantiel profit.
The purported deficit occurs because his records of expenditures
include capital charges ead moneys paid out to sgents rfor looking
after his private afZalirs in connection with his property iz the
subdivision, mot any of which expenditures are proper operating

expenses assessable against utility business,




igh cless service in this tract would require the come
plete rebuilding of the entire system. This, of course, is out

of The cuesvioa. There are, however, ¢ few improvemeats which are

20% costly and which defeadant reasonably should be required o

meke. The present location o the storege tark in one of the
lowest points of elevation in +the tract cén readlily be zoved to

8 higher positior which will insure graviity delivery to all paris
of the‘service area. The evidence cshows that such & tank site
alreedy 1s availabdle oz the land owneld by defendent. Although

the zmeins uwnguestionadly are inedequate in size and capacity,

their replacement at this time would place an impossible finencial
burden uporn the owner of this utility zad cannov in falrness be
ordered under the rates in effect and the circumstances now ox-
{sting. The well supply apparently is adequate for present de-
nands. Defendsnt will, therefore, be directed to instell 2
storage tank at an elevation sufficlent to deliver water by greviiy
at & Talr pressure t0 all his consumers. 3honld ke care to provide
such service through other means and methods such, Zor instance, as
a pressure tank, there will de no objection. Saould the consumers
desire additional improvements in the Iimmedliave future, 1t is sug-
gested that a ¢ollective effort be made vo raise the necessary
funds which may be loaned to defendent for suck purpose with the
understanding thet the moncys so advanced will de refunded by wey

of c¢redit for water furnished, or upon any other acceptadble dasic.

Complaint as entitled above havirpg been filed with this
Commission, & pudlic hearing kaving been held thereon, the mattor

having beer subaitted and the Commission now being fully edvised




in the premises,

| It 1s heredy found as & fact that I.C. Smitk is operating
& pudblic utility water works supplying water to consumers in and

in the vicinity of the Payer Subdivision situate near the City of
VWetsonville in the County of Sante Cruz ard that therefore the
operation of said water works 13 under and sudject to the control
and Jurisdiction or the Railroed Commission of the State of
Califorznia; now, therefore,

47 IS EEREEY ORDERED that L.C. Smith be and ke 1s hereby
dlirected to Lile with this Commission, withiz thirty (20) deys
from the date of this Order, the schedule of rates charged foxr
water service delivered 10 his consumers in and in the vicinity
of the dnincorporated area knowz as the Payer Subdivision iz Santa

Cruz County, Califorria.

IT IS EEREBEY FURTHER ORDERED that IQC; Snith be and he
is heredy directed to file with this Commission, within thirty (30)

days from the date of this Order, rules and regulations goveraing |
the relations with his consumers, seid rules end regﬁlations o
dbecome effective upon their acceptance for filirgz by this Commiz-
sion.

IT IS EEREBY FURTHER ORDERED that L.C. Smith be and he
15 heredy directed to install or catse to De ingtalled, on or be=-
fore the first day of June, 1935, in proper end satisfactory work-
ing order, such Improvemenis as may be necessary to0 provide water
to all of his water consumers at & reasonzble pressure, said im-
Provements to be provided through the erection of a sitorage tank
at & sulitable elevation, or through the instullatioz of 2 pressure-
tank water System, or new pumping equipment designed to accomplish

this purpose, or by eny other acceptaﬁle, reliable and satisfactory




means, each and all of such improvements being subject 1o the ap-
proval o the Railroald Commission.

Tor all otker purposes, the effective ldate of thls Order
shall de twenty (20) days Lrom and after the date hereol.

Dated at San Francisco, California, this 4432?¢’ day

ot ;;Z;ﬁézw,énA/ . 4 1935.
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comnissioners.




Decision No._ 27727

BEFORE TEE RAILROAD CQALSSION OF THE STATE OF CALIFORNIA

Re. McDaanlel, D.W. Eawthorne,
F.Z. Txight, L.E5. Wheeler,
John Iwvelich, Walter Cox,
F.J. Eall, Pauvl Cook, W.De
Cook, X. Farrington, Eens
Nlscsen and M.A. Peterson,

Conpleirnents,
VSe

I.-C- Smith,

Caze No. 3892.

Defordant.

- gl sl Mg Bl N N e e e el S e B N e P

R. McDanlel, for himself end
other complaizents.

L.C. th, for himseif.

EY THE COMMISSION:

Iz this proceeding R. MeDanlel and eleven 61:2:10:: residents
of the Peyer Suddivision sivtuated iz unincorporated territory about
three miles northeasterly fron the City of 'Hatsonvilie, Santa Cruz
gounty, complain thet existing facllitles owned by defexdant
L.C. Snith and used %o supply thexm with domestic water are insde-
quate end ask for an order dy the Commission directing the defendant
to instell & larger pump, higher storage tenk and zeplace the ex-

isting distridution meins.

Defendart in his answer states that Le purchased for a

home the property upon whick the well and pumping plent axe located
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and was informed at thet time by the agent handling the transace
tion thet he was under no odbligation to provide weter for his
neighbors and could discontinue serving them at any time. De=-
Zendent denles operating as a pudblic utility and asks that this
complaint be dismissed.
A public hearing in this matter was held ia Watsonville

belfore Examiner MacXall.

| According to the cvidexnce the tract of land wpon which

complainants reside was subdivided about 1926 by one Yax Peyexr

who installed thereon a smell water systex %o supply lot pur-

chasors. Izmedistely therealter water was sold to sald purchasers
at the rate of one dollar and Zifty cents (&£1.50) and in some
instances +tWo dollars ($2.00) per montk. Iz 1927 the oze-acre
lot upon which the water plant was located was sold by Max Payer
0 W.D. Coox and Loulise Cook, his wife, who continued the operation
I the plant serving through the distridution mains all residents
of the trac¢t. In Augrst of 1927 this lot, together with the water
Plent, was sold to defendant L.C. Smith and at thet time wes fur-
nishing water %o eight residents of the Payer Subdivision. 411
of thesge transactions were hendled through the real estate firm
of A.J. Xeidl end Sorn of Watsozville, which concern acted in +he
capacity of sales agent for lMax Payer and also a3 agent for the
Cooks. All original seles for said Max Payer were made throughk
this firm which still hemdles the local affairs of deferdant, who
is a non-resident living at preseat Iin Coalinga.

Most of the original sales contracts in the Payer Sub-
division coateined substantially the following clause:




"ir. Max Payer, party ol the first part,
heredy agrees o lay a water masin on the proposeld
road running through said suddivision to the (S.W.)
corner O the abdove mentioned lot and agrees to
furnisk or cause to be furnisked watexr to the
party of the second part, e nominal sum o de
charged for such water sexvice or cental.w™

The adbove extract is from the sales agreemeat entered
into by and detween Max Payer and the purchasers, Rhuben Medaniel
and Gledys R. McDanilel. Certain of the other agreements set ous
& monthly charge of one dollar and £ifty certs ($l.50) and two
Collarzs ($2.00) for water and a few placed & definite limitation
on the amount oX water %o be furnished at tae nmonthly rate set
forth.

According to the testimony of Mrs. W.D. Cook who, with
her husband, at one time owned szd operated the water works, one
oL the inducements to purcoase tke lot wes the representetion of
A.J. Meidl that the water cystex supplied the residents of the
subdivision and thet the water sales "would net her a nice little
income.™ L.C. Smlith testified that said Meidl hald told him that
he could discontinue selling water to the residents of the tract
&% any time hut that, vhen the consumers szowed him +heir sales
contracts providiag for water through the pipe lines descrided
therein, he had continued the service %o date. From the facts set
out adbove, it is conclusive thet this water service from its very
inception has been dedicated to the public use, has so continued
without interruption thereafter, and is now & public ntility op-
erating under the Jjurisdiction and control of the Railroad Commis-

sion.

AT present the plent consists of a 1l2-inch cased well

165 feet deep, & dicplacement punp operated by a S horsejpower
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motor, & 2,000-gallon storage tank and a distxidution systém ¢Otl~
posed mainly of lz-inch pipe. There are thirteen consumers.

All parties conceraned concede the service rexdered is
poor and inedequate. Defendant atates that he purchased three
adjoining acre lots, imcluding the water works, in the Payer tract
for a home and that it was through the misrepresentations of the
real estate agent that he also acquired the water system. It ap-
pears that the improvements demanded by complainants will cost
not less than twelve hundred dollers ($1,200), waich amount de-
fendant states he 1s in no firancial condition to provide. How-
ever unfortunate this situation may de, there caa be 20 doudbt dut
that defendarnt is under the obligation to supply & reasonabdle
queality of serxvice; if the rates are inadequate %o inzu?e satis~
factory operation, he has his remedy in applying to this Commission
for the estadblishment of a reasonable rate. The record shows that
the average annuel reveaues for the past two years have been approx-
imately oze hundred and eighty dollars ($180), with corresponding
expenses including thirty &ollars ($30.00) for depreciation amourt-
ing to one hundred and ten dollers ($110), resulting in ceventy )

dollars (£$70.00} Lfor & net return, or the equivalent v & yield‘or
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five per.cest (5%) on tae investment of fifteen hundredﬁ§£ﬁ€§33”
(£1,500), whickh defendant stated represented & fair estimﬁt; or
the cost of the plent. This indicates that tie systen 1is not be-
ing operated &t az out-of-pocket loss but at & substantial profit.
The purported deficit occurs because his records of ezpenditures
include capital charges and moneys paid out to agents for looking
after his private arffairs in comnection with his property in the
zubdivision, not any of which expenditures are proper operating

expenses assessadle against utility business.




Eigh claess sexvice 1o this tract would require the com=
plete rebullding of the exntire system. This, of course, is out
of the questioz. fThere are, however, & few improvements which are
not ¢ostly and which defendant reazonably choulld be required %o
meke. The present location o the storeapge tark ix one of the
lowest points of elevation in the tract c¢aa readlly be 2oved %o
a higher position which will insure gravity delivery <o all parts
of the service srea. The evidence shows thet such & tank site
alreeldy 12 aveiladble oz the land owneld dy defendant. Although
the meins unquestionadly are inedequate in size and capacity,
thelr replacenent at this time would place an imposcsible fLinanciel
burden upor the owner o0f this utility znd ceanot in fairness ve
ordered undexr the rates in eflect and the circumstances now ox-—
i1sting. The well supply eprerently iz adequate for prezent dew-
mands. Defendant will, therefore, be directed to install &
storage tank at an elevation sufficlent to deliver water by gravitly
at a falr pressure to all his consumers. Should he csre to provide
such service tarough other means and metacds suck, for instance, as
a pressure tank, there will dYe no odbjection. Saoculd the consumers
desire additional improvenents in the Ilxzmediate future, it i =ug-
gested that a ¢collective effort ve nade t0 ralse the necessary
funds which may de loaned to defendant for such purpose with the

understanding thet tihe moneys so advanced will be refunded by way

of credit Zfor water Lurnished, or upon any ovher acceptadble basis.

Complaint as entitled adove having been filed with thils
Commission, & pubdlic hearing having been held thereon, the mattor

heving been submitted end the Commission now being fully advised




in the premises,

It 13 hexedy found as a fact that L.C. Smith is operating
a public utility wator works supplying water to comsumers in and
ina the vicinity of <the Payex Subdivision situate near the City o2
Vatsonville in the County of Sante Cruz and %hat therefore the
operation of said water works is under and subdbject to the control
and Jurisdiction of the Railroad Commissiozn of the State of
California; now, therefore,

iT IS EEREEY ORDERED that L.C. &mith be and he is hereby
directed to file With this Commission, within thirty (30) days
Irom the dete of this Order, the s=chelule of rates charged for
water service delivered to his consumers in and in the vicinity
of the uzincorporated aree Xnown as the Payer Subdivision in Santa
Cruz County, California,.

IT IS EEREBY FURTHER ORDERED that L.C. Smith be and he
is hereby directed to file with this Commission, within thixty (30)
days Lfrom the date of this Order, rules and regulations goveraing
the relations with his consumers, said rules end regulations %o
decome effective upon their acceptance for Tilicg by this Commis-

sion.

IT IS EEREBY FURTEEZR ORDERED thet L.C. Smith be 2und he
is hereby directed to install or cause %o de installed, on or bo-

fore the fLirst day or.June, 1935, in proper end satisfactory work-

ing order, such improvexments as mey bde necessary %o provide water
to 2ll of his water consumers at & reasonzble Pressure, szaild im-
brovements to be provided through the erecfion of a storage tank
at a sultedble elevation, or through the installatior. of a pressure-
tank water system, or new Punping equipment designed to accomplish
this purpose, or by any other acceptadle, reliable and satisracfory
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meane, each and all of such inmprovemente being subject to the apw

proval of the Railroad Commission.

Tor all otker purposes, the effective date of thls Oxder

shall be twenty (20) days frox cad ef<ter the date hereof.

Dated at Sen Frencisco, California, this 42%%?’ day
ot Fotorgmes ., 19T5.
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Commlsszoners.




