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Deeizion No. 40422

BWFORE TFT PURLIT UTILITITS CCMIISSICN ok

ALDERCROFT HEIIGHTS IIFROVI2ENT ASS'N,
a non-profit organization,

Complainant,

vs

Case No. 4853

-

ALDERCROPT HEIGETS COMPANY, & corporation,
G. V. Cooper and James A. Harris,

Defendants.

e e e M NS A A

In the Matter of the Application of ‘
ALDERCROFT HEIGHTS COIFANY, a corporation,
for authorityfto adjust and simplily

its rate structure.

v

Application No. 28018

Investigation on-the Commission's own motion
into the service, rates; ¢ontracts; rules,
regulations, operations, praetices, or any of
them, of ALDERCROFT FLISETS COIPANY,

a corporation operating a public uta...a.ty
water system in & subd..vidcd arca xnown 2
Aldercroft heiphts in Santa Clera County,
Cal:.form.a._

Case No. L4856

Rankin, Oneal, Luckhardt, Center and Hall
3y M. J. P.._nlf.in and C. E. Luckhardt
for Compl ainant.

Bert 2. Snyder, for Applicantl .

TINION
In Case No. 4252, Aldercroft Heirats Improvement Association, a nbn—profit
organization, composed of -approximately iCO residents of a subdivision knowa as
Alderci;oft Heishts, located about soven miles south o: the Tovn of los Gatos in

Santa Clara County, asks the Commission to investigate the operations of the
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Aldercroft Heights Company, a corporation, and order it to provide adequate and

proper water scrvice to its customers. Complainant alleges that the ‘company has
failed to furnish them with an adequate water supply during the summer months of
1945 and 1946 and has made no honest or sincere effort toward providing or maintain-
ing a sufficient supply of water to meet the customers' demands or ecquitably to

distribute the available water among the customors, all of vhich has caused great

inconvenionco and diascomfort to the momboras of tho Association aa well as causing a

hazard %o tho heoalth of the community because of the unsanitary conditions brought

about from the lack of water at the curtomera' nroemisos.

The company in its answer admits that there was 2 shortage of watef and
that it haé‘. notified all Cus‘.;,omcra of the condition and asked Ithoir cooporatio.n in
curtailing its use, bﬁt thet certain customers have repoatedly tampered with the
valves and manipulated them in their own interest which has been the main cause of
inequitable distribution of the available supply amons the cizstoﬁnors. The answer
alleres that this area is keown o be pencrally lacking in depondable sources of
water supply'nnd that this condition haos bccﬁ ageravated by shortage in the 1945~46
rainfall and particulorly in its distribution during the scason. The answer also
alleges that the exdsting rates do not produce.sufficieqt revemue +0 return the cost
of operation of the system and that the stockholders of the company arc compelled to
make uwp the deficiency from ﬁheir ovn privaté funds. |

Scpératc ansvers vere filed by G. WL Coopcé and James A. Harris, Jr., in
which they allege that each own fifty per cent of the outsﬁanding stbck of
Aldoreroft Holghts Company and that 25 the corporation is the true party defendant,
~as to cach individually as defendants the compleint should, thcfefore, be dismissed
and their names should be dcleted from the complaint as defendants.

In Application No. 28018 Aldercroft Heights Coﬁpahy allege#.that its
existing rates do not produce sufficient revenue to neet the operating éost; and
requests the Commission to adjust the rates for the service rendered.

In Case No. 4856 the Commission instituted an investigation oﬂ its own

motion into the service, rates, contracts, rules, regulations, operations and
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practices, or any of them, of the Aldercroft Heisnts Company, a corporation, f:or the
purpose of remedying and Improving service conditions existing oa this system. .

Public hearings in thése ratters wére held in Los CGatos and i)y stipulation
were combined for hearing and decision.

Iodereroft Heights tract is located along the steep wooded soutterly slope
of Los Gatos Creck Canyon. It has an arca of approximately 65 acres, of vhich LO
acres haﬁve been subdivided into 310 lots,' the rerﬁaindér being still in acreage. The
elevations on the tract vary from 8090 to 1,200 i‘eét. Tae canyon wali, v.'hich
compéses the major portion of the prc;perty, has an average slope of L5 degrees,
presenting a most difflicult service and construction problem, The water ‘s;ys‘.;em was
installed during 1925 to aid in the sale of lots.

The source of supply is four groups of springs located on the .?:teep hill-
side. During the winter these springs procduce ample water to meet all requi:‘ementé;
however, during summer months the demand increases but the yield of the springs )
continuously diminishes. Doring July and Rezest, and during the ifali, only two
groups of springs produce water, but their total capacity docs not excced 10 ‘gailons
ver minute. Three groups of the springs are located at an clevation which proirides
gravity flow :i:nto storage for distribution. One srring is located at a Lover
cievation, requiring booster plant operation. During the summer of 2946 a 12-foot
well was dug in the ravine at the cnd of Road No. 5, dbut failed to producé more than
5 gollons of water per minute. Storage is provided by three redwood t;-.nks anc‘; three
conerote réservoirs having a combined capacity of 155 »500 gallens. Water ié
distributed through 23,280 fcet of galvenized pipe rangming from 2 to 3/4 of an inch
in diamcter. Thoro' arc 117 cabins and cottages all served on a measured basis. |

The rates at present in offcet were establiched by the Commissien in its
Decision No. 24453, issucd February 8, 1932. The flat .ratcs provide for a.n ‘annu‘a.l |

 ¢harse of 16.00 pe; year. The mcasured rates fof pernanent or full-time residents
provide for a monthly charge of $1.25 with en allowance of 500 cubic fecet. ZIExcess
water cha.r{;es are rcduced through two blocks o 22 cents per 1CO cubi.c feet, for all

use over 2,000 cubic feet. The summer or vacatieon residential rate provides for an

-3




LV Pr.#l Cases.+853 and b856 and A-280%€.

anmual. charge of {12.00 with an allowance of 500 cwbic feet of watex per monta for
any eight consecutive months during the calendar Iyea.r. I'Sr.cess use is charged at the
monthly guantity rates for permanent customers. I: u.c sane @ecision the. Ct;;.u‘.:i.ssion
granted the company a certificate of public convenience and necessity to operate a |
pui:lic ubility water system in the tract. | |
Aidercroft H~iohits originally was developed for summer homes and weekend-
cabin occupancy. In recent years war conditions and the general housing shortage
has changed the character of the community, until at present the use is practically

permanent and continuous tkroughout the entire year.

Mcdereroft Heights originally was subdivided by Arthur and Effie Walton

and certoin associates who alse constructeé the i:ater system to supply thé tract.
These subdividers later incofporated and transferred all water prope':?ties to‘
Adercroft Helghts Company. The entire cepital of suid company was sold to Mr.‘
George V. Coopc—::l~ and Yr. J. A. Harris, Jr., copartners, in 19L5. During the opera-
tion of the water system by the Waltons and under the dorporation, u:*tn.:l. i'ne stock
thercin was sold, additional water was supplied to the 'mzbdivisiori during the dry
season from a spring source used to supply the Walton home Snd rar‘u:h.‘ ’I'his ’spring
was cl':;imed to be the private water supply of the ialtons and was retained and not
sold as part of the water sysiem propertics with the sale of the stock of the
Aldercroft Feights Company. Since that ti “e.thc.x-ratcr supjbly has been vholly
inadequate during the sumer and fall months.

The record shows that comnlaints of serious interruptions in scrv:f.ce
became general commencing vwith the swamer of 1945, after the ﬁcw stockholders took
over operations. These complaints included periods when no water vas availeble at
all, lasting from scveral hours to three weeks. The service conditions have been .
particularly desperate during weekends and holidays. The tcstimony presented by -
consumer vitnesses indicated that during the summer and f2ll monihs the service
conditions have been intolerable. liost consumers were compelled to haui in water
rorl drinking and cooking purposcs, and for flusiing toilets. It was a wniversal

practice to leave faucets open to drip into buckets, bathtubs and other reccptacles
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to catch some water if and when water service vould be resumed. For long périods
of timevno water whatsoever could Ye svared even for bathé. Daring cases of illness
and aceident the lack of water presented a most serious menace to health.
T.e copartners, I-L:.rris and Cooper; who own ‘ﬁhe outstanding stock in tl}e
Aldercroft Heights Company, likewise ovm and control Monterey Bay “Water Company,
a public utility, oﬁerating several vater systems in Santa Cruz County with offices |
in the town of Soquél. No employee or company agent is maintairied 'locallj at
Adercroft Heigats in genersl responsible charge, authorized to act in cases Of,
emergency, the result being that complaints must be made by, mail or telephone to
the Soquel office, where, according to the testimony, such complaints were generaJ:l:;r
ignored by the company officials. | \'
The consumers testified that the springs were wiclean and uns‘anitafy, pipe
lines and storage tanks cont.inuous_ly leaked and wasted water with no attempf. made
to make repairs, that the’pmr.ps were inadequate in.capacity aﬁd generally in a poor
state of maintenance, and, that in many cases, scveral consumers were \sﬁpplied
thro?agh individual, or the same service line, secretly conmnected to a water méin, v
by—pass_:i.ng the company'’s meters and creating a very conciderable drain on water
deliveries. Most serious of the complfaints,' however, resultf:d from the fact tﬁat
although Mr. Cooper frequently promised to improve conditions, yet he studiously
avoided actually deing anything at all to afford relief. o
Mr. Cooper, testifying in behalfl of the water company, frankly admitted
the generally unsatisfactory service conditions but stated that the reason no
serious efforts had been made to rehobilitate the system was because the revenues
derived were so 'much less than the expenses incurred that the. system was a

continuous drain on the private finances of the operators to make up the continuous~

1y mounting deficits, However, in spite of the fact that the consumers had

frequently stated to the ovners of this utility that they were willing to pay

inercased rates for better service, no cffort was made by defendant company, until

the present proceeding, to apply to this Comuission for a rea.djustment of rates..
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After continuous efforts on the part of the Commission's staff, extending
over more than a year, the owners of this company were finally prevailed upon 10
attempt to obtain additional water from local underground sourcss at ¢ertain
locations vhich gave indications of fovorable conditions. In the swmmer of 1946
a shallow pit, & x 10 feet, and about 12 feet deep, was dug in a ravine near the
end of Road No. 5. A pump was ingtelled in the shallow sump, produﬁiﬁg a.n(a).vez‘é.ge
flow of five pallons per minute. In spite of the i‘-a_c‘c that this‘ s2oll amount of
water afforded substontial rolief at a eritical period of the ycai-‘,‘ Iﬁ:‘ Cooper, for:
- reasons best lomovn to himself, discontinued ‘the operation of the pump dw:wg ehd |
after the month of S:puember. ) |

Yany consumers cleimed that seversl amle sources of additional water were
ccbnomically available in or neer the cervice area. iHowever, such contentions are
not borne out by the record. los Gatos Creek u}aters in"_this area are owned and

-

bereficially used by the San Jose ¥ater Works. All attempts, both on the part of

mermbers of the Commission's staff as well as officers of the water compény,- %o

arrange for purchasc or lease of springs and mine tunnel waters ovmed or used ty

Dl“lV&té .ln&ivlc‘mals l’xa've met with fat rejection. This small g:ommur;ity cannot .
support the present prohivitive cost of dringing in water fron availatle outside
sources. The only practical solutlon now opon 17 %o compictcly'dcvclbp’_all local
so‘urces and take immediate measures for conscrvatian of &1l watei- in tight storago’
- and strictly regulate distribution of water to reduce '.-:c.ﬁte 10 a mnmum '

It chould be pointed cut at this timeo tﬁat alﬁhou;;h provdca‘tion,.méy have -
boen great‘thrqugh desperation and cxasperation cngendored by prolonged and
continuous failure of water service, ycﬁ the misguided éfforts of certein consﬁners |
who have tampored with gate valves to provide water for their own ﬁfdmiags, and vho
hn.vc_changed ;;g*tc valve settings and then sc‘v:.'.'cd off the valve stems, and who have
moliciounsly wrecked pumps, nave wifortunately dboen highly ﬂccessfﬁi oaly to ﬁhe
extent of depriving large sections of the comm:’.'iy of 4ho share of the a.v:xila.bie
water to which they were ectually‘ entitled. Such dcts of vandcllsm are pxmishab_le

under the provisions of the Penal Code of the State of California.
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The offer made in bchalf of the compeny to scll this water syétcm to any

responsible “group of the consumers for 72,500, payable out of revenues at the rate

of 500 per year, was refused. !r. Cooper thereupon asreed to repair and develop the

springs, fix all leaking tanks and pii:e lines and obtain additional water through
wells or oth ermse as far as reasonably possible through limited financial re*ur'xs, -

provided, however, that the rates be fa:urly mcrcased.. The consumers. agreed to pay
increased water charges, conditional, howcvcr, upon the mprovements first being
made satisfactorily; a condition imposed by reason of past fa:.lure on t"xc part of the |
wtility's officials to live up %o former similar promises. |

In beholf of the company, Mr. Cooper presonted 2 report in waich the
historigal cost of the opcre_.tive water properties was cstimated to be 19,000 as of
Dc:ccmbcr 31, 1946; operating revenucs $1,926; expensces, including depreciation
$2,884, leaving an omra..mg loss of %258 for the ye..r 19-'+6

¥r. D. T. Donesn, ¢ne of the Commission’s c"xr'lneers, pre..cnted. 2 rcpo“t in
“vhich the cap:.tal :.nvecmcn‘c was estimated o ¢ 29,246 as of D..ccmb‘.r 31, 19463 .
revenues 51,961 for 1946, but estimated the reasonably neccssary and proper operating
expenses for such a system under good and cfficient rnm:.a.gement’to be %L ,875 , dnclud--
ing dcprec:.at:.on by Ss sinking fund mcthed, mﬂtoad of 42,941, the addustcd opor-zting
expenses, set out in the utility's books. | Using the above ostimate o’f ‘ohe )
Commission!« engj.neer,v the operations for 1946 would indicate.a net revenne; of 186,
or a return of 0.45 per cent upon the invested capital of £19,246..

From the testimony of Mr. Dvncan it appears that vith an expected and
assumed increase in ﬁcld which could be g:’iincd by deepening th'e pértially explored
new shallow sump, the tetal water production dur mr the dry season i‘rom all nrescnt
sources v:ou.ld amount to 20 ga;.lons per minute or 28,800 gallons per -dey. This
quantity of watef, disregarding distr:‘.bution losscs, would permj;t an 'ajr.erage éonswnﬁ-
tion of but 31 éallons per capita dally, or an ;verage monthly consumer use of 510 :
cubic feet. During the summer and fall eritical weriod of 1946, 17 pef pént of the -
consumers used in excc;s of this amunt', which indicates the ncceséity oi‘. réstrictivc’

conservation measures in use of water, cither through limitation of water to strictly

nousehold and sanitary requirements and p*oh:.b:. ion aga.ma lavm and ga.rdcn wntering,
' -7_
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or by inst;llatiou of orifice flow reducers, or t:hi-ough a penaity form of rate .
structurc, or possidly by a combination of all or part thereof. |
- The evidence cleaxrly shows that the revenués derived from this sysﬁcm, ‘
in fairness, should be increased if satisfactory service is to be providéd‘. Tﬁc
rz;te structure set up in the following order is c_lesigﬁed to yield a z_:ef.. reveme of
3975 or & net return of appr;:od.mately 5 per cent under officient and proper manage=
ment. The charges for water arc fixed to increase in proportion to ﬁhe v011;me of
use, a :ﬁethod Justified only in extreme cascs of serious limitation of water supply. .
Garden and flower watering use will not be orohibited;- however, it is recommended
that some type of flowage control device be installed on all services 1o prevent .
certain favorably located scctions of the servico arca from draining the system
d\irin@ periods of mavy draught which, under preosent operating conditions and fault.v
design, lcaves other arcas without water. | |
The new schedule of rates authorized in the fellowing order, as indic‘;ated
avove, will be m.édc effective only when this utility demonstrates its good faith
and its belated rccognition of the obligations and responsidilities it owes the
public by sincercly cndeavoring, without undue delay, to i:istali the improvements
and adopt imnediat‘oly the measures and vractices as dirccted by this Commission.
CREZR
Complaint having been filed as cntitlded above, the Cormi.ssion _or't‘its ovm
motion having in::i_:itutcd an investigation into the various phases of operations and
practices of Aldercroft Hcic:ht$ Company, a corporation, application }-u;ving been filed
as above ontitled, public hearings having been held therecon, the matters ha‘v:.ng been
swbmitted and the Commission now being fully advised in t}:c premis§$, |
IT IS HEREBY FOUND AS A FACT that the rates now charged by Aldcx‘croﬁ‘
Heights Company, a corporation, for water supplioﬁvto its customers in a subd;'iﬁdcd
tract known as ,l-“.ldcrcroi‘t Feignts, Santa Clara Cownty, .::é anjust and unreasom_bl'c

in zo far as they differ from the rates herein csteblished, and that the rotes

horein cstablished c=e just and reasonable rates to bo charged for such service, and

basing its order upon the forcgeing findings of fact and upon the statements of fact
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contained in the preecding opinion,

IT 1S HIRERY ORDFERED that Aldercroft ! Rolehts Company be and it is hereby
auv‘uor:.zcd and directed %o file with the Public Utilitics Co@mission of the State of
California, within twenty (20) days from the date of this O*dcr thc follov\ing
schedule of rates for all water delivered to its customers in Aldercroft Heights,

in Srnta Chra County, szid schcd‘_le to bccome effective os ncrcin*f ter provzdcd-

Schecdule Moo
PERMANENT CONSULERS
FONTHLY MWTER RATES |

Applicability:

Applicable to all water service rendered on a metered basis to bons fide
permrnent residents. : -

Territory:

r

In a tract of land comprising 65 acres, more or less, situate on southerly
slope of Los Gntos Creck and Jmovm as Aldereroft Helghts. .

Retes:

FOR P%, rLIOD FROLVAY 1 TO Jm\“JuRY 1 . Per. Meteor

lonthly Quantity Charpcs . M
First 400 cubic £eCL Or 1e5S.cecsencasensovaancoannne $2.00
Next . 200 cubic fect; peor 100 cubic £0Checenccvaenss .60

" Next 200 cubic fect' per 100 cubie fectesvereccnnens <75
Over £00 cudbic fect,‘pcr 100 cubic fechbeaencnvesnoes . 1.00

FOR PERIOD FROM JATUARY 1 TO 1Y 1

First 800 CUbLc £OCL OF 1CSSeecrsvrsnerevsovansesase £2.00
Over 800 cubic feet, per 100 cubic feeticeaviananass 25

The minimum annual charge vill entitle the customer to the
quantity of wotor which that monthly minimur charge vill pur-
chase at the¢ cuantity rates. .

Sehedule ‘\18. 2
SIMER AND VACATION "O’\TSU"F‘RS
. 441."3 RAH?IS
ANNTAL SHARGE FOR CALENDAR YEAR

Applicability:

Applicable to all water scrvice rcndcred-‘on"a meter basis to non-permanent
or summer residents. , . e ‘

Territorv:

- .

In a tract of land comprising 65 acres, more or less, situate on southerly
slope of Los Gatos Creck and kmovn as Aldercroft Heights.

Hinimum Armual Chorge, cntitling the customer to 400 cubic feet of
water each month during calendar year..............,......... -.»2L OO

For all watcr used in excess of 400 cubic feet per month, charges
shall be the same as provided for under zbove Schcdule No. 1 dura.nc -
the rcspect:we periods of use.

S
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IT 18 HERERY FURTHEIR ORJDERED that the schedul_c of rates authorized herein |

shall become effective only upon the issuance of a supvlemcntal order, to be granted
upon completion in a manner acceptable to t.‘us Commssion of the fol owing improve=-
ments by the Aldercroft Helgihts Company:

1. Develop and thoroughly clean out all existing springs and install
and construct adeguate covering, drainage and screens to prevent
surface contamination and protection aga:mst pollut:xon {rom birds .
and rodents.

Develop additional sources of water supply from stream {low,
wells, springs or otherwise, in or in the vicinity of the service
area. -

Ropair and stop all leaks in storage tanks..

Install booster pump having more capacity than enstlng pump
at Tank Ne. 4.

. Develop and utilize spring and conerete tank located along
Road 2 and comnect this source of supply to the distribution
system.

Pecpen t.he dug well at-top of Road ‘\To.,s and construct a cutoff
wall across the ravine, to conserve the underground water supply
at this po:mt.

. Prov:.de locks,and lock and othcrwise protect against tampering '
all control valves on the distribution system. .

File a rule and regulation provicing for the installation of
an orifice plate in customers' scrvice coznection, in order to
equitably distributc the available water mcng the customers
during periods of water shortages. -

Maintain a represeatative on-the tract with delegated ;.uthority
to make and/or order repairs, receive and handle consumer
complaints'except of A major nature, and opérate the system in
the interest of the public.

. Install new service connections to all premises now scrved
through secret, conccaled, or by-vass pipe lines. -

-

IT IS HEREBY FURTHSR ORDERED that the complaint in Case No. 4853,

.

in so far as it concerns Goorge W. Cooper and Jimes' A. ~Hérris‘, Jr., as individuals,
be and it is hereby dismissed. . |
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-

For all other purposes the effective date of this Order shall be

twenty (20) days from and after the date hereof.

. Deted at Sta Francisco, Czliformia, this | 1 CL  cay 09«&
1947. , o o




