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Decision No. 41617 

BEFORE THE PUBLIC UTILITIES CQI.Jl1ISSION OF THE STATE OF CALIFORNIA 
, \ 

IN THE HATTER OF THE APPLICATION 
OF PUBLIC UTILITIES CALIFOfu~IA 
CORPORATION FOR AN ORDER AUTHORIZING 
AN INCREASE IN RATES FOR THE WATER 
SYSTEM SERVING HALF MOON BAY, 

Application No. 2$61$ 

EL GRANADA, MOSS BEACH, r.mNTARA AND 
VICINITY 

Orrick, Dahlquist, Neff, Brown and Harrington, 
by Hillyer Brown, for applicants; 

George T. Kerr, on behalf of cons~~ers; . . 
George Havice, Fresident, Montara Chamber of 

Co:nmerce. 

o FIN ! 0 N -------
Public Utilities California Corporation, a corporation, is 

engaged in the business as a public utility in selling and distributing 

water for domestic, commercial, and industrial purposes in several . 
cOrn::lunities in the state, including the towns of Half Moon Bay, 

El Cranada, I,!o$s Beach and ~'~ontara, in San ~·1ateo County. Applicant 

alleges that the present rates in effect on these systems are unfair, 

'..lnreasonable and confiscatory and do-not afford a reasonable return on 

the in\'estrnent in the water pro}:lerti es. ~'''hcrefore, the Commission is 

reouested to increase the rat es for servic e rendered in conformity wit h 

the proposed schedule of rates set forth in the applica~on. 

A }:Iublic hearing on this matter \,18,$ held in Half Moon Bay. 

The four water s)·stems included in thi s proceeding are not . 
interconnected but are, however, operated as a Single di vision beca\ls~ 

of the general proximity of the communities. 

The main source of water supply for the town of Half Moon Ba.r 

is Apanolis Creek augmented with water fron two drilled wells operat'e:l 
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The distribution system consists of approximately 100,000 

feet of pipe rangin~ from one inch to eifht inches in diameter. 

Storage is provided by a 665,000-gallon concrete reservoir. This 

systc~ supplies 353 consumers, 25 of which are on flat rates. 

The :-'Iontara system water supply is obtained from a spr1ne: 

in North Canyon and two drilled wells in ~,'.Tagncr Canyon. The distribu

tion facilities consist of approximat~ly 56,000 feet of maine ranging, 

in size from 3/4 inch to five inches in diameter: Storage is provided 

by a concrete reservoir havine a capacity of 65,000 gallons. This 

system serves 10$ consumers all at meter rat~s. 

The Moss Beach and El Granada systems are operated as one 

uni t, each system having a separate source of ',later supply. The Moss 

Be~ch system ootains its water supply from the Montara system, storing 

''later in a new 20, OOO-gallon red\~ood tank. The El Granada system . 
obtains i'ts water from a creek in McMa.hon Canyon, the water being 

diverted into a 26,S,000-gallon concrete storage reservoir. The com

bined distribution systems have a tota.l of 74,718 feet of pipe, 
ranginc in size from 3/4 inch to five inches in diameter. There are 

lSS consu.~ers. All regular domestic and commercia.l service is metered., 

The present base rate throughout the division, is a monthly 

ch~rge of .,)1.50. In Half Moon Bay 1 the consumer receives 500 cubic 

feet of wa'ter for this p~yment, charges for additional water being 

reduced through three blocks to 15 cents per 100 cubic feet for all 

use over 5,000 cubic feet. In all of the other co~~unitie$ the $1.50 

charge entitles the cons~~er to 375 cubic feet of water 7 reduced to 

1.0 cents per 100 C11.\"Ijc feet in the intermediate bloCk,. and for all use 

in excess of 2,000 cubic foet the ro'te is 25 cents per 100 cubic feet. 

Applican't proposes a sint;lc C'.nd uniform schedule of rc.tes 

effective throughout the four systems in the division. This schedul~ 

provides for a monthly minimu.~ charge of ,~2.50· which entitles the 

consu.-ner to 500 cubic feet of water per month. The next 4)500 cubic 
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feet is fixed at 40 cents per 100 c~bic feet. For quantities over 
. 

5,000 cubic feet the rate pl"o'Oosed is 30 cents per 100 cubic feet. 

Testi~ony a~d other evidence on capital investment, based 

'..l.,on undepreciatcd historical cost 1 and operatin~ st1J.dies, v!ere 

?rese!"lted by reprcse:'ltatives of the utility and members of the Com

:":'lizsion's staff. A sur:m:.ary thereof is set out below: 

1947 

Operating Revenues 

Operating Expenses 
Taxes 
Depreciation Annuity 5% 

Total 

Net Ope,rating Revenue 

Fixed Capital - Dec. 31 
Averar.:e Capital 
Rate of Return 

: Present Rates : Reouested Rates : 
: Company :co:r:nission: Company :Commission: 
:Exhibit 3:Exhibit l2:Exhibit 3:Exhibit 12: 

.$ 19,543 

13,348 
1,:251 
~090 
.1.0,589 

:2,$54 

149,000 

1.91% 

:$ 19,745 

13,010 
1, :230' 
~ 
I:5---;WO 

3,749 

1411 400 
;c:.6S% 

$ 27,203 
, 

13;347 
3,070 

~ 
8,696 

149,000 

~~ 29,793 

13,010. 
4,560 

±m , 

141,400 
5.$3% 7.~O% 

Testimony presented by consumers from each of the various 

co~unities served ~~o characterized by condemnation of the water com-

pany's poor and inadequate service and alleged failure over many years 

last past to make ~ny s~rio'..l.s or effective efforts to furnish adequate 

,;;ater at proper preSSUI"(ilS. Consumers contended t!"lat the water company 

:;,3.d failed and ner.10cted to repair and I" eplace worn-out and leaking 

tra~s~ission lines and replnce small and inadequat0 mains, or to pro-

vide sufficient storaRC facilities; that the company has failed to 

take propor r.:.ec.sures to prevent muddy .... rater, containing dirt and 

foreign matter, from entering the mains durinG the several months of 

each rainy season. Cons~~crs claimed that the water delivered was so 

dirty durin.':. periods of r~iny w0ather that it could not be used for 

domestic and hous~hold purposes. Certain consumers rosiding in the 

hi;?:her elevations of EOS5 Bench and !,:onto.ra testified that' the water 
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WC.S dirty, ar.d unusable for frequent p.zriocis durj.n~ the winter and 

s~rint months; and th~t th~ pipe lin~s were so small th~t sufficient 

t':.:.t8!" could not be deli vercd throuB:hout most of the y~.:'.r. In addition 

to t!"ies'8 co~plo.ints sO::'W of the conSUI:lers cl.:.imed thc~t t he lack of 

stot'.leC o.nd th<: 10· .... praS51.lres;. ospecially in the higher elevations, 

r.::.v:;) rCSi.lltcd in uns.:.tisf.::.:.ctory \',"s.tcr service. Bacteriologic'll 

'1nal~~ses of thiJ utility's ,;;ater supnlies, however, sho·fled no indic.:..-

tions of contan:inc.tion injurious to the public health. 

Criticism ~ms especi.:llly severe in the H:lf r·:oon B.:ty .:J.rea 

where for severc.l years last p~st an 8,000-foot section of old and 

wornout redwood. tr'lns~issio:l main hr..s lcc.ked 50 =~dly th,lt 1.3.rge 

volumes of v:.:lter have b~en w:lst,cd, red'.lcing the pressure c.nd volume. 

of ",,.o.ter available tr.rou(':ho.ut t~.e bUSiness and reside:1ti':ll Sections 

of :::'l.lf r·:oon Bay to such ::.n 0xtent that fire-protection ttnd genernl 

s~rvice cond::.tions have been d~ne'el"ously impo.ired. The testinlony 

indi c~t~s thD.t lo.rr,e sections of the distri bl.ltion system t hrour,hout 

Half Moon Bay arc so b~dly silted that flushing of the mains can no 

longer remove/the deposited sediment. 

~itnes$es $t~ted that after re~uests for improvement ho.d 

been itmorcd for yccrs by cOr:lp.:'lny oi'fi cio.ls, the si tuo.tion becc.me so 

critical tho.: the rasidents of Ho.lf ~oon Bny and El Gr~nod3 have or

g.l::1izcd thl? Coast Side County tr,rO,tor District under the general laws 

0; the Sto.tc of California; t~at s~id District now having been duly 

orgc.nized, hns voted a bond issue of 0300,000 to ~rovide funds for 

the installation of its ov>'n ..... ';:.tcr system, \· .. hich eI:'!brac~s the instal

lo.tion of transmission pipe lin~s to obtain its w~ter supoly from the 

San Francisco 'tater Depo.rt:n.;::nt ct tr.e latter's Pillarcitos Dam, a 

distance of D.!'proxit:lately sev(!n mil.:;:s from the cOlnmuni ties to be 

served. Completion and operation of this project is set fo~ the' 

pr~sent s~~cr of 1945. 
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From the record it a'Opears tho.t the dircctor~ of this ~.'later· 

District intend to inst;:\ll and operate a complete distribution system 

usi!'lg no ~.?rt of t~ water com';.lany's present ','later ,rodl,lction or dis

tribution facilities~ The result of this ~nnollncod policy of the 

directors of t~e 'vater District metms that upon completion of the 

District's W.;l.t.er s~,rste:n the ap:olic,;nt company will be forced to dis

continue 1 .• rate:::- service to all consumers now supplied in t~e Half !;loon 

Ea:r and El Granada areas. It appear::, "towcver, that the communities 

of Moss Beach and ~~,mtara either have elected not to loin the District 

t ' 't d ~T , • • f or ,-rerc no p;lvcn an o~'Oortunl y so to o. .~o an'O ... lcatlon or 

ab:mdonment of service in a.ny of the :four systems is now before us. 

Officials of a'Oplicant '/later com'Pany tcsti ~ied that it had 

set aside in its b~ld.€:et tl':e sum of ~·16,400 for improvements of water 

supply and distribution facilities in the' Half. r!oon Bay service area 

and thnt the sum of ~7,500 had been set aside for the installation 

of additional storage tnnks or reservoirs and other facilities in the 

£1 Granada. service area. They st~t0d, howev0r~ that in view of the 

known intent of the new \Tat~r\\rorks Dist rict to parallel the company's 

~a~s wi thOllt accuirint; any of its ,;)roncrties, and to take over and 

su'O!'ly a 11 of the cor:sumers ''lith in thesa t\'lro service areas, the com

pany did not feel justified in proceeding ~~th the improvcm~nts as 

contem?latcd and ... "ould not do so unless the District would agree to 

purchase the facilities to ~":'lich such' improvements were made. 

As in.dicated by the rate. of return set out above, a.,plicant 

is not ~aking an adecu~tc net return upon its inv0stment under exist-

i~g r z.tes. ~,\l~re conci tiol'ls of s (>rvice more s';lti sfactory and improve-

ments could be i."ist!?lled by the comt'any ... rithin a rl3ason.?.ble time, , 

tJ:le:"r is no doubt that an incrensed SChed'.lle of rates should be 

established. However, in view of the i'o.ct that the c·omt>:?tny may soon 

be compelled to discontinue service in the H~lf !-~oon S .. ,.y and El Granada 

!J.rcos after water service is undertaken by the Coast Side County ·.Tater 
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District, and of its declared intention not to make any furth~r im

?rove~ent$ in those communities because of such pending competition, 

"'\0 incre~.se in the rr.ltes a~"Pl ic::\ble therein ,'lould no'l'I be iustific.d. 

'with respect to tr.c r·1oss Beach and Monta.ra systems, the 

evidence in this nroceedin~ does not tlermit of a d0termin,j.~ion of the 

~lant capital within those separate systems nor the reasori~blcness of 

th? rat~s th·:lt should be. ~,?'Olied ~ Our Order her<? in will be to direct 
, I. 

a reopening of the n~~lic~tion to ~ermit the introduction of 

additional evidence rclativf"l to th(,! Moss Bench ."lnd r~onta.ra. pro"Ocrti~s. 

o R D E R -------
A'o":llica:t;ion as a"'ov(' havi!"g been filed ~~Tith the Public 

Utilities Commission of .the StCl,tc of California, a public he.,:\ring 

having been held thereon, the matter h~ving been duly submitted and 

the Commission no'.., be in~ fully advised in the -premis'1s, ,~nd basing 

its Order upon th e fore ~oing findings of fact and u-pon further state

~.z:'!'lts of fact contained in the Opinion ",f"'ich precedes this Order, now 1 

therefore, 

IT IS HSRr.:;PY ORDERED that submission hcr~in be set :tside and 

that the matter be reopened for further heari:''ig before 'Examiner ~ 
~~~-......., '/?-r ~~,. 

on ;zt..M" "1: the <Mf,:rt.. day of. ~ -L ,1948 at 

lO~'clock a. m. in the I.O.O.F. Hall, aDalf Moon Bay,California. 

The eff~ctive date of t,is Ord0r shall be twenty (20) d::1.Ys 

fro", and after the~"te hereof. , 

Dated a~~J~A , California, this 

of 'h ~. . 194$, 
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