
Decizion ~o. 43210 

BEr;'ORE THE PUBL!C UTILITIES CO:'-!Iv:!SS!m~ OF TdE STATE OF C;.itiORNl:" 

) 
In the Matter of the Application of ) 
:'.'A TER T;lORKS OF HONTA VI S TIL, t TD. , ) 
!or authority to bor:'ow ::loney a:lc, to) ~~pplicatio:l No .. 302,34 
increase rates.. ) 

-----------------------------) 
Chester Damico Jr. for applicant, 
Kb 14 V • V'·~ ~ e~t ,.. e ~rass or •• on\la lS ... a ... :nprovem •• 
l~ssocia.tion. 

o P I ~ ! 0 N --- ..... -~~ 

'J t . r k ~ ,.~ ~r.; ,.. "td '"''C'. a "d l' .... 1'a er ... · .. or S 0.1. .·.onta v_,;,'t.:l., ..... , a corpor~ lon, eng e.... ~. 

the business of selling and distributinz -.. ;ater for dO::lestic, cO='''nercia! 

::.nd other PUIl'oses in a:ld about th e unincorporated to·..m of ~f.onta Vist~. i 

requests authority to est~b1ish an increased schedule of rates and to 

issue a pro~~ssory note for $35,525, upon the ter.os a:ld con&itions ~et 

forth in the application, in order to develop an additional source of 

water supply. 

Publi c hearings (Tere ~eld u t Cupertino before Examiner Kimball 

on July.6, and before Examiner Ross on July 2S, 19~9. 

y.onta Vista is located about ten =iles west of Sa~ Jos~ alo~g 

and near the Stevens Creck Road in Santa Clara Co~~ty. The territory 

served comprises a:oproxi::late11 44tJ ccres, a portion of \,lhich !or ::any 

years has been subdivided. into town lots. 

The main source 0: w~ter su??ly ~or the system is obtained 

from infiltr~tion tun.~els ond. pits alone Stev~ns Creek. The second:.ry 

supply is obtained. fro:1 t ... TO drilled. well~, 285 ane 475 feet in depth, 

which are Q.1so along the banks of Stevens Creck. 
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Ample water is obtain¢c rro~ thes~ sources during the rainy 

season and during the sur.'~er !':lotJ.thz when t.hc Santa Clara Vallay ~':atcl" 

Conservation District releases stored water fro: Stevens Creek Reservoir 

in Stevens Creck for the purpose of.replc~ishing the undergroundw~ter 

supply.. 1,'Jhen the ..,later ce~.ses to i'low in Stevens Creck t.he ir..£iltra'tion 

tunnels and pits are dry in three or four days out water can still oe 

pumped from the wells for about a month.. During the past two years 

applicant has been forced to pur.chase w,ater frot: the TarrClnt Putn:l!';l 

pumpine plant, a public utility irrigat;on system, and fro:l Per:nan~ntc 

L>'letals Corporation to supplc::cnt its wat,er supply. 

The infiltration pits and wells arc equipped with turbine 

p~~ps directly cor~ected to electric !':lotors and can be operated cithor 

manually or autometically. The w~ter is p~~ped directly into tho dis

tribution system ~dth the surplus being delivered into two storage 

tnnks • ... "hich hav~ .;.. tot::~l capccity of' 20 0,000 gallor.s. The tanks nO:).t 

on the line with a st.:ttic hec.e of 270 fe~t above tho pumping ;>l.'lnts .. 

The distribution system consi$ts of nppro~i~.to1y 64,500 feet of ~ins 

varying in size from 3/4 inch to six inch~s in c.ie::'lctcr. There .... ,erc 

568 customers served by the system~s of June 15, 1949, ell o~ a 

mCllsured bnsis .. 

The utility'S present rete schedule was ect~blishodby this 

Commission in Deeision No. 32679 ~nd hns been in effect since January 1, 

1940. The pre-sent ~nd proposed oonthly ~ullnt::' t.y rates nrc set forth 

below: 

Present ~~onthl:r Qu~ntity Retes 

For the 
Next 
Nen 
Next 
Allover 

first 550 cubic !oct, 
4,450 cubic feet, 
6,000 cubic feet, 
2,000 cubic feet, 

13,000 ~~bic fc~t, 
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or loss. .. • ,. • .. ... 
per 100 cubic' fect • 
per 100 cubic feet • 
per 100 cubie feet • 
per 100 cubic feet ... 

':''':) 00 • ,vI:.. 
... .25 
,... .20 
.... .18 
". ,16 
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Pro'Oosoc. ?~o:lthl v C;..t::ln'ti tr Ra tcs 

For the first 600 cubic feet, 
Next 900 cubic ~cct, 
Next 2,500 cubic feet, 
Next 6,000 cubic feet, 
Next 10,000 cu"Oic tect, 
Allover 20,000 cubic feet, 

or l~ss 
'Oer 100 
·;er 100 
per 100 
p(:~ 100 
pc~ 100 

.. • • • . . • .$2 .. 50 
cubic feet. .• 35 
cubic feet. • • • .30 
cubic reet. .. ~ .25 
cubic i"c(:t .. .. .. ,."20 
cubic feet. · • ..1$ 

The applic~~t ~lso requests ~~ incrccse in the minimum 

mo~th1y r~tcs fro~ $2 to $2.50 for c 5/S x 314-i~ch meter end gcncrclly 

proportion~tc incre~ses for ~etcrs or l~rger size. Applic~t ~lso hcs 

on file a schedule of Su:mer Home ?~tes and at the hearL~g it requested 

authoriza.tion to cancel these rates. r:Jitncss for the applic~nt testi-

fied that there are no subscribers preser.tly se~ved u.~der the S~er 

Home Rate schedule. 

The app-lica."'lt presented an i~ventory and appraisal o! th~ 

utility properties sho~~ng a total a?prais~l of ~91,595.21. Applicant 

also estima'ted future r~venues ~der proposed rates at ~2S,OOO and 

futur~ cxp~nses for the year 19~9 at a?proximately $21,000. A report 

on an investigation of the operations of 'the ~1ater 1'lorks in Monta Visto., 

, Ltd .. , prepared "oy this COD".."!lission f s st::.i'f, was ?lc.ced in evic.cnc e as 

Exhibit ~'ro .. 2.. This report included estimates of i'uture operating cx-

per.ses anC: revenues 'U."'lder present Llnd.p::"oposec. ra.tes, together with 

esti:ne.tcs of the fi..ov;:cc. c::.pi U.l :;mc. rate base: and <In appraisal showing 

the estimated historical cost of the pro?erties as o! Juno lS, 19~9, 

at ;;;;$0,670.40. The su:.ff csti:na.tes of revenues and expenses were as 

follows: 

Revenues 
Ex'oenses .. 

Net ~evenuc 

?rese~t Rates 

$21,300 
lS,7.£.1 

2,559 

?ro'Oosed Ra'tes 

$26,600 
20.007 

6,5l3 

The principal dif£ere~cc between ~pplica~t's ap~rais~l ~nd 

that of the Commission's staff is in Accou-"'lt C-1S , Distri"oution ;'~ins. 

\lJitncss for applicant testified that. 'the l~dgc:" entry for this aCC01..l!'lt, 

as of February 4, 1949, was 031,92~.59. He f~-thcr testified that a 
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19;$ erceit of $7,$$5.8'8, resulting fro::1 retirement of: old ~ins. end 

cubse~ucnt retirement credits were ir.correct d~e to the use o~ 0XCCS-

. .... t +"i or.- ... h ... . ts ~'{"'''''''' ad_i··~t""d ~.o the .,,,,,0\' ~ s~ve ~~~y cos • gures ••• ",.0 re..,~rc~en .~.~ y~_ ~ _ ~.~_ 

costs in accordance ~~th those used in the 193$ inventory and a??rais~l 

prepared by the Co~ssion staff engineers, the resultant difference 

wO'.lld be $3 ~ 109.71. If this a::lount, plus 10% for ovt":rheac.s subse~ucnt 

to 1930, were added to the ledger balance, a figure of ~37,977.SS 

would result which represents the adjusted book figure included in th~ 

eO!'!'ll'any ~pl'r2.is"'1. This i:igurc differs fro::l t~t includG:d i~ the.: zt:::..f! 

~?~raisal by $5,018. ·,r"'tn "" '" .. li'" ~ 'I~ C,;,$ .l.or app c.";I.:1 ... urge ... the book figures, 

as o,djusted, be ,,-cce?~cc! by the CO!1lli.ission ~s a proper i'izurc for dc-

tcrminin~ a rate base. 

The evidence shows t~~t en inventor, was taken by the 

Co~~~ssionTs st~fr in J~~e, 1949, and that, b~sed u?On ~ho invcn~or/, 

o.n ap,raisD.l was ,repareci to determine the cstirl.?ted historical cost 

of the \"l<1tcr s:.rztO::l. T.."le cost of i'o.eili tics 'which were in service 

prior to the last Co~~ssior. appraisal in 1935 were includ~d at the 

cost sho~m in t~~t appr~isal. Invoices of ::latcri~ls purchcsed were 

used to check :any of the clu:.r;'"cs to t!le cO::lp~ny' s e'::'1'i t.:l1 acco'U.."lts 

since 1946. In ord~r to al1~ for ovcrhc~d expenses, 0. c~~rge of 10% 

was added to the historical cost for ell capi~l items except l~"ld ond 

office ~nd distribution equipment. This charec, however, w~s not in-

eluded in the a~ounts recorded by the cO::l?any in its c~pito.l aceo~nts. 

T'ne Com::U.s sion is of the opinion th.:lt the inven-:ory D.nd' 

o.ppraisal as prcpcred by the st~ff engineers provides a re~sonzblo 

figure for total tanSiblc and int~nt-ible ce?ito.1. This' figure of 

~SO ,670, together .... 'i th a ~'{orkine cash ".llo\":~nce of 0.1, 700 .:1.~d o.llowancc 

for ~ateri~l ~nd su?,lics of ~2,S12, or a totcl of coout ~$5,183 is a 

reason.:lblc a.:nou.~t to be used as the ro.tc b~sc in determining results 

of opcr.:.tion. 
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Using this r~~e b~sc ~~d the s~~fr's csti~ate of revenues and 

expense·s under tile reC!ucs~ed r~t0s, a return of 7 .. 6% is indicated. 

~/!r. Ab~ Br~ss, c.pperu-ine on bclul! of the !-.!onta Yista. !:lprovctlont 

Associ.'ltion. ~ucstioned ~hc st:.!!' s .:llowancc of $3) 950 for source of 

water supply expense, =-.aint.:lining th~t such ... :.:s clcc.rly out o! linc 

with past e~ense$in thiz cc.tc~ory. The tot.:l of $3,950 is co~prisedor 

$650 for $uperin~endence, l~bor ~nd truck cxpc~c, .:nd $3,300 for cost 

of ,,:ctcr purchased for res.:llc.. It w.::.s cxpl2.incd that hcCl.VY purchc.scs 

of water were ~nticip~ted durinr the next rc.::.r, due to the depressed 

level of the underground water table. ~~~ Brasscxpressed the opinion 

that it was i=proper to base future rates upon an all-tice hieh cost 

of purchased ~"'Dter. It is the opinion of the COl':l:1ission that th~re is 

!:lent to this arg~ent, 8.ne! although this level of expense ci,q:ht be 

actually incurred in the comin~ year, rates should be bas~d upon con-

ditio~s reasonably representative of normal future oper~ti~ns, rather 

tMn special cO:lcitions. An ~:nou."lt of $3,000, i:lStead of $3 ,30~ i is 

considered appropriate for this expense category, and this will result 

in a rate of return upon ap~licantfs proposed rates of 7.9%. Tne 

Cor.ur.is sion is of ~i.e opinion thD.t the rec;uestec. ra.tes l'."ill thus provide 

an excessive roturn and the order will provide a schedule of rates 

which is estimated to yield a rate of retu.-n of abou~ 6~5%. 

In vie'W' of the ins..:.!'!"icicnt supply of water which is produced 

by present sources o~ supply, the applicant proposes to drill a 14-inch 

cased ":ell in the pro xi r:li ty of the intersection. of Stellinz and Eaneste:.ld 

aoads, which is allegedly the nearCs1; proven water area. ~litncss ~or 

applicant testified that it w~s ~nticipat~d a mini~um yield of 400 

eallO:lS per :inutc could be oxpcctcd fro~ such a wolle Upon compl~tion 

of the well, a test thereof would be ~~de to ccte~ne its yield and 

the advisability of co:pleting· the project. The i~tial cost to the 

utili'ty would be approxi~tcly $7,000, including the cozt of tcsti:lg 

and drilling the \'1011. If a satisfactory yield is obto.incd, applica!lt 
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pro?oscs to lay 1;,000 feet of cight-i~ch O.D. steel pipe to the 

present pur.lpine station. P. 75-horsepower motor would be installed to 

lift the water to the present pumping station whence it would be re

p~~pcd with pr~scnt facilities into the cai~s and reservoirs. .Applic~nt 

csti~tcs the cost of the total project tc bc $35,$25 anc asks author

ity to issue a promissor; note in that amount to be payable in a~~ual 

installments of $1,750 or more, with interest at the rateo£ 5% pcr 

ann~~, and to be secured by a deed of trust and a ~ort~~te of chattols 

on the !~cilities to be constructed. Applicant reports that the 

?resent rate of consumption a~ peak periods is 200 ~allons per ~nuto 

on a 24-~our basis and that should the proposodproject result in a 

flow o~ 4.00 gallons pel" minute, .3, ~l"gi:l of 200. gallons pcr :rl.nute 

would be available for growth. T.~e witness csti~~tcd that this would 

take care of the requirements of the Y.on~ Vista area for a period of 
. 

ten years. 

In Vie-~i of the n~cessity !or obt<!inins ~dC!ition~l 'W'at~r 

supply, the applicant -..:111 be authorized to izsuc its prooissol""; note 

as rc~ucsted and to proeccc ~dth the project. It is estim<!t~d by 

applic.'l!'lt th.3.'t 'the project could be cO::lp!etcc ":ithin 60 dclys &ftc::" the 

. date of co~~cnc~~ont. 

o R D E R 
--.,---~ 

~~ter ~:orks of Mo:~:e<? Vista, Ltd. ha.ving appli~d to this 

Co~~~ission for an order authorizing increases in r~tes a~d authority 

to issue a promissol""! note in the S~ of 035,525, a~d to execute ~ 

deed of trust and ~ ~ortgage of chattels, p~blic hearings having been 

held and the =atte~ h~vine been sub~tted for deciSion, 

IT IS HE~PBY FOUND AS A FtCT that the increases in rates 

~uthorizcd herein arc justified and that the purpose for which the 

nott,) is to be issucid is reasonable a..~d ncccsso.ry; therefore, 
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1. That applicant is authorized to file .... lith 'Chis Commission 
a:tcr the effective date of this order in confo~ity with 
~hc Coomis~ion's General Order No. 96 the schceulc of rates 
sho~~ in Exhioit A at~ach~e hereto a~d on not less· than 
five (5) eays' notice to the Co~~ssion and the public 
to cake saie rates effective for service rendered on and 
o.fter October 1, 1949> and to c.?nccl its Schedule No. '3 
covcrinz Summ~r Home ?~te3 concurrently thcre .... tith. 

2. That applico.nt, "'tithin forty (40) days from tho cf.fcC'tivc 
date of this or~cr sl~ll file with this Co=mis~ion four 
copies of a sui~blc ~p or sket~~, dr~wn'to an indic~ted 
scale upon a sheet 8~ x l1 ineh¢s in size, delin0ating 
tncrcon by distinctive ~rking$ the boundaries of its 
present service area and the location thereof with reference 
to the ~~ediato surro~~dinG te~rito~J; provided, however, 
th::l.t such filing shall not be constru~c. o.s Co !inal or con
clusive determinction or establishment ~f the dedicatee 
o.rca. of service or any portion -choreoi'. 

3. That applic~nt, ~fter the effective ~te hereof and on or 
before Novezber 30, 19~91. may issue ~ note in the princip~l 
amount of not exceeding $35,525 7 payable as indi~tcd in 
the preceding o,inion, for -chc pu:,,?osc of fir..aneing 'the 
cost of the pro~os~ci facilities r~£c~~cd to in this appli
cation~ and ~ai execute a deed of trust and a mortgago of 
cr~tte_s to secure t~c payment thereof, said note, deed 
of trust ace. ::lortg~ec of chn:t.tels to 00 in, or su"ost.:l.ntially 
in, the samo fo!"m as t·hose :filed in this proceeding; as 
Exhibits Nos. 5, 6, and 7, respectively, it boing th¢ 
opinion of 'the Co~ission th.:l.t the money, property or l~bor 
to be procured or paid. for -Cbrough the issue of s<lid not" 
is rO~$onably rcqui~cd by applic~~t for the pu.~osc speci
fied hcrei:n ar!d tl'l.:l.'C sa.id purpose is not, in itthole or in 
part, rcaso~bly cr~rgeablc to operating oxpenses or to 
income. 

4. T~t applicant s~ll tile with this Commission a copy of 
the r.otc, dced of t,rust and :nortgat;o of chn.ttels .?s actu,~lly 
iS$ucd and cxocut¢d ~~dcr ,the authority heroin gran~ee, said 
filing to be made within thirty (30) days after the ~to of 
such instru::lonts 7 and sr..all also file reports o.s required 
oy Ccn~r~l O~der No. 24-A, which ordor, in $0 far as applic
~'bl~ 1. ="5 m3.d~ a p.::.rt of this o:-d~r. 

The authority heroin gr~nt~d to iszuc a note ~~d to execute 

c. dc.;d of trust. and a :lorteage of ch::.t~jclswill become cfi"cctivQ when 

applic~nt h.:l.s pD.:i.d tho fcc prc$criood by S~ct.ion 57 of th~ Public 
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Utilities !~ct, which fee is C36. In other respects the cl'fc'c~ive date 

of this o~der zhall be twenty (20) days after ~hc ·date hereof. 

/) Da .. ed· at San Francisco, California, tllis 1J, -cJ, day of 

~"I'U-4;t; .191..9. . 

- $. -
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:.P?!lCA3IUTY 

'!'rnRITORY 

Sched.ule No. 1 

In ,')..:.e, in the vicinity of the u:n.ncorper.::.ted ~rea. known .:.z Monta V~~. 

For ;/S x 3/4-inchmotcr ....... .. 
Por 3/4-inch meter ... 

... 
.. . .. 

For l-i.~ch ~etcr. . . . . .. . 
For l~ch ~ter.. • • • • .. .. .. .. .. .. 
For 2-inch ~e:-. . . . . 
For 3~-*~ch QCter .. . . . . 

&ch 0: tho :oregoins ''Monthly- ~"1 :n:I.'U Pay.::'lonts" v.'i1l 
entitle the eu=tocer 'to the qU.:l1lti t:r or w.:.tcr '\':t.6.ch 
tha.t Q m mum ::lonthly' per-ent will purch:l.~o ~t tho 
following mont~.l7 rotc:.: 

Fir3t 500 ~bic !eet or le~3. • • • .. • . • .. .. .. • 
:Jcxt 1 .. 500 cubic feet .. per 100 cubic teet.. • .. .. 
!~ext. 3 .. 000 cubic teet .. per 100 cuCic teet. .' . 
Next. ;~OOO cubic teet .. per 100 cuOicteet .......... .. 
Next. 10,000 cubic teet, per 100 cub1c teet ... .. .. 
Over 20,000 cubic teet, por 100 cubic teot. .. .. .. .. • 

E.VC:BIT A 

Per l!'ete:
Pcr Mo:'tth 

$2.2; 
3;00 
4 .. 00 
;.00 
8.00 

15.00 

2.2; 
.32 
.2S 
.2; 
.20 
.lS 


