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BEFORE TE:B RAIL...'qQA,D C O1~:ISSION OF T5 S~A~E 0]" CJ1LIFO:RN'IA 

In the 1ozs,tter of the APplioation of ) 
SAN G.A.BR!Et VAIJ:EY 'W.A.TER COMPANY } 

tor an order ~thorizing an increase) ~plication No. 1l431. 
of xates, the ~cqniSition of proper-) 
ty and the is~ance of securities. ) 

Gibson, DUnn and Cru.to.b.e.r, by S. M. 
Haskins, for applicant. 

Roscoe R. Ress, ~ssiat~t City Attorney, 
tor City of Pesadena, interested 
party. 

BY ~ COMMISSION: 

San Gabriol Valley Water Company, applicant in the 

~bove entitled proceeding. owns and operates s public utility 

water system ~1oh ~~pplies domestio and irrigation water to 

the inhabitants of tb.e City of Sen W.arino, :portioll~ of the"Cities 

of Pasadena and San Gabriel, and adjacent uninoorporated terri-

tory in Los Angeles County. ApplioSJ:lt alleges in effeot t.b.e.t 

, the present rates do not yield sufficient revenue to proVide 0. 

reasonable retQrn upon the fair value of its properties devoted 

to public use. The COmmission therefore is requested to estab-

lisb ~ increased schodule of rates. Applicant fnrther alleges 

that it deSires to acq~ire certain leased properties wtich it 

proposez to purchase at a price to be fixod by the COmmission 

and i~ ~ayment the~oof to issue its promi36ory note payable on or 
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be:!or(3 fi ve years efter ds.te, b;ear:Lng interest at the rate of six 

per cent. ~er annum, paysble ~uarterly. Authority to ae~u1re 

these properties is re~uested. 

A ~ublic hearing in this matter was held before Exam-
1ner Williams at Los Angeles, after clue notice the:x:'eof had been 

gi ven so the.t all interested parti as migb.t appear EIZld be heard. 

The c~rly 111story and development of the San Ga.briel 

'7$o11ey Water Coml'fUlY e.s d isclos ed by f onner :9roceed1ngs b'efore 

the Cor:m1ssion is tu.lly 00 verea.. in Decision No. 2910, dated !fo-

ve~oer 20, 1915 (8 C.R.C. 461). This decision shows that the 

Cocpeny was crganized in 1907 ani pu=cbssed the Alhambra Addi-

tion ~ater Company. Since that time the system has been extend-

ed in~o new territory. Certain ::tortio=s also h~ve oeen sold to 

the. Cities of Alhambra end Pasadena. In connection with tbis 

system a:pplica.n t bas for convenience o:pe:re.:ted under lease the 

Osk AnOll, Patton and Rosemoad water systems which are ovnaed by 

the h"Untington Lsnd and Iml'rovement Co:np~ny, the :900:eIlt comps.uy 

of the Sen Gabriel Volley ':ta.ter Company. 'The systems are $oll 

interconnectod and it is now the desire of a~plicent to purchase . 
~e three sys.tems and inco:rporate them into tho San Gabriel Valley 

Water Com~any, and to have one s.et of rates sp~11ca~le to the an-

tire consolic.:;:.ted system. It is quite evident t.b.a.t Sllcb. So un1-

fied ownership and control ~.,ou.ld less'en the cost of oper-s.tion 
. 

&ld. batter the service 'to tho CO:lsumers. The purc.b.e.se of tho 

leaced prope~t1es will therefore be authorized and s rate sched-

ule established, ap,plicable thX~gho~t the co~bined properties. 

The water is obtainod from wells loc&ted at var.Lous 

pOints tbrougho~t the territory served, and m~y be pumped direct-

ly into tae mcins, Or into storage res.orvoirs from w.hici:. it is 

distrib~ted by grevlty. The wells ~e located in wbat are con-

sidered to oe good water-be~ing lands • 

• j .... 

A!lparen tly there is an 



s.::c.ple supply to,r the present needs, w.i. th e. co~=iderable reserve 

for fUtnre develo~ment. 

The r~tes at prese~t ir. effect were est&blished by ~e 

Com:iss1on in its DeciSion No. 2915, su~r~, and ~ as follows: 

:OO~TIC Al.'l'j) C~CI.AL 

leoter Rates: 

600 cubic feet or less per ~onth • • • • • • $1.00 
600 to 5000 cubic fect, ~er 100 cu.. ft. • •• .12 
5000 to 50,000 cubic feet, ~er 100 eu.ft... .10 
Allover 50,000 n n ff n • •• .05 

MONIC!P..;.L 

Oak Xnoll fi::-e serVice, m1ni~ per month • • $20.00 
n n n n pcr hydrant. • • •• 2.00 

Other aiVisions fire s~rvice, ~or hydrant.. 2.00 
~ater for municipsl use, per 100 cu.ft.. •• .10 

I?3IGMION 

~hero meter is inst~led at the oonsu:or's 
exp~so, per 1000 cubic feet or fraction 
thereof. . .. . 4 • • • • • • • • • • • •• $.50· 

Where metar is installed at the co~nyts 
expe::sc tb.o following min:tzl:rU:l rates 
zb.all ~pply: 

l~ inch meter, mini~ rate per month. •• 2.00 
?or w~ich the con~ers sh~ll be entitled 

to annu.al quo.nti ty o£ 49,000 cubic feet. 
2 inch meter J minim~ ~te per mo~~ • •• 2.50 
]tor which the COl:.S1lmer :s 1o.QJ 1 be entitled 

to annual ~antity of 60,000 cubic feet. 

All excess at 5 cants per 100 c~bic feet. 

Charge for residence ~d stores, ~er montA .• $1.00 

Reports wore suboittcd by Edward R. Bowen, of Reabur.n 

& Bowen, Consu.lting Engineers. for ~~plicant, snd P. E. Van Eoesan, 

M. !. ~Ged aond M. W. 3Origb.t, J.ssistant Engineers of the ?a.ilroad 

COmmiSSion. !hese reports cover in detail the various important 

elements ~is1ng in e proceeding ~or the fiXing of rates~ and Will 
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be cODsio.ered UDder t.b.e following b.eads: 

1. Value of Proporty 

(~) ~hysical ~ropert1es 
(b) Land.s 
(c) Intangibles 

2. Repl~cement Annuity 
3. M3.intena.Ilce $lld. Operating Expense 

4. B.evomle 

~ com~arative tabulation sbowing tbe results of the. ap-

praisals of the system as submitted by the various engineers, re-

vised. in accordance with tb.e testimony, is shown e.s follows: 

SA..."r GABa~ VhL.LEY 'N";"""'ER SYSTEU 

Physical Properties 
Lands 
Intangibles 

~ota.l 

~ED SYSTE:B 

Bowen 

$S17,261 
65,282 
62,700 

:~64b,24S 

OAX x:N'OLL, ?.ATTON AND ROSEMZ.dD 

Physical ~perties 
Lands 
Inta!lg;t.'bles 

Tot~l 

Bowen 

$286,465 
34,188 
1.5,000 

$3$~,6t>1 

COmmission IS 
Engineers 

$491,897 
6&,749 
2,000 

~560,646 

Commi ssio n f s 
Etlgineers 

$261,7'11 
.35,480 

None 
$295,251 

.An enalysia of the reports from Which t.he s.bove figt4res 

were o'b-tsined shows. t.b.s.t the differences are due to the fact 

that tho Commission' e engineer eAcluded a. Dumber of items such 

as old wells, pumping e~ipment. etc., which were not operative 

or considered used or useful. These items totalled $12,170 on 

tb.e San Gs.:oriel Valley Wator Com~e.nyTs system o.nd :~22, 709 on the 

leased systems. rile overllead allow.:m~es applied by the engineers 

are responsible £or the remAining differences, which when taken 
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into consideration, brings t.b.e valuations of the physical prop&r-

ties in close accord. The testimony just:i.fies the exclusion of 

the non-op~r.ative propert7 made by the Commission's eng1neer, 

and the overhead allowance used by .b.im also appears reason~b1e • 

.i careful consideration o:f tlle testimony allet reports leads to tAe 

conclusion that tho appraisal of physical properties as submitted 

by tho Commission's enginoo~s is reasonable, and it Will therefore 

bo used in dete~ining a rate bose for the purposes of this pro-

ceeding. 

There is practically no difference in the appraisals 

submitted for ap,plicant f3 lands, between the engineers. The sum 

of $100,229 will be considero~ a reasonable value for this item. 

There is a co.nsiderable difference between the engi-

neers' estimates of intangibles, such as organization expense, wa-

ter r1~ts, etc. E~ever, the COmmiSSion in its Decision No.2916, 

supra, exprossed its views ve~ clearly in the matter of water 

rigi:.ts, wherein s.n alloVi~ce was made only for ectual expenditures' 

in establishing or detellding these rights. As no evidence was 

pres en ted to th.e COmmiSSion concerning t.b.ese matters, no cl.loo;,-

snce can be made a.t this time for water rights. Eowever, organiza-

tion expense and the cost of franchises represent actQal money ex-

pended, and the sum of $3,000 ~~ll be considered adequate to cover 

those expensos incurred in COmloction VVi tb. the organization of 

the San G~briel Vslle7 W~ter Company • 

.l suo::cs.ry of' the above items shows the.t the estimated 

original cost of used and use::fUl properties is a.s follows: 

S$..."l Gabriel Valley Water . company $561,646 

Leased systems. • • 295,251 

~ota1 •••••• $856,897 

~he testimony shows that $119,221 b~s been advanced 

by conSQmers to aid in the const~ction of mains into an unprof1t-
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able territor,y and therofore ~~ld not be included in a rate 

bsse at this time. Deductine this ~ount from the ~bove est1m~ted 

orig:tnD.l cost lee-ves $7Z7, 676, which is So reasono.bl e ra.te base 

tor tho :purposos of tbis procoed.ing. 

A replaceme%l''; amlui ty on the us ad and ".lseful properties 

as i~dicated above amounts to $11,862, cottputed on the 5~ sinking 

fUnd basis, ~d $10,197 by the 6~ method. The su~ of $ll,OOO Will 

be considered sufficient for this item. 

E. R. ,Bowen, the :l,plicant's engi.neer, e.nd M. I. Reed, 

one of the Commission '6 engineers. I:Ul.d.o an analysis of the lll:lo1n-

. \ 

tcn:mce snd operating expense for :l number of years, .from which 

they estimated the annual ex:Pe!1se for the ilIlII:e dia..te :fu. ttlre, wtic.b. 

is shown as follows: 

Bowen $59,038 

Mr. Reed 49,~45 

ThE) testimo:lj s.b.ows that c.p:?lioo.nt mo.intainS t:ll:l office. 

at Alhambra and. reimburses the Euntington Lam and Improvement 
Comp~y, tb.e pa.ront cOT,Poration, t.or So portion ot its Los Angeles. 

offi ce expeIlse .:.'..:ld gellertJ.l oi'ficors' salaries. ~.b.e acco:o.,nt1:oS 

is done at .llb.a.o.ora end. is. posted quarterly at the Los .Angeles 

office, which results in a dupl1o&tion of work and causes ~ ab-

nor~l expanse per con~~er for this item. 2~. Reed in bUilding 

'll.:9 bis estimate for tl:.1s item oonsidered that a. substantia.l reduc-

tion can be msde in the cost by eliminc.ting the Los Angeles off-

ice with possibly the exception of a. n:.a.mging director, who would 

be responsible tor the policies of the company aDd need spend on-

ly eo ~oll portion of .b.is time in such duties. This pl'O'poscd. pl~ 

of IIlSD.agement appe,ars practios.blo, $S it will permit operation of 
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the sj"Stem with,out duplication of effort, s::l.d result in a. saving 

of expense both to the company and. the consumers. III view o~ 

the testimony presentod regarding thie item, $50,000 is consid-

ered sufficient to cover tb.e cost of operating tllis system.. 

The present ra.te schedule returned. ill revemes to this 

utility the 2UQ of $65,212.92 in 1923; $68,574.42 i~ 1924; and 

$7~,942.95 iD 1925. Eve~ considering the illcreaso in revenues 

due to the growth o:f the COt::m:llIl:t.ty, it is apparent that e.pp11cant 

is entitled to an increase of rates. The schedule of rates estab-

lished is d.es igaac. to yiQld a. retu.rn suf:f'1ci. ent to cover msillte-

nance and operating eA~ense. ~e:preciation 8nlluity, ~d. ~ rea.sona-

ble retu.rn upon the rate base found. to be chargeable against the 

present consumers. 

Applicant ~iled upon request SD inventory and descrip-

tion of the properties of the Oak xnoll, Patton snd Rosemead sys-

tems, Which it desires ~thori~ to purchase fram the EUntington 

Land snd Impl'O'Vo:ne.nt COItpany st the original c.os,t, set out at 

$337,058.46. This inc lud.es the sum of $15,000 for water rights 

and $22,709 for propertios not used or us:eful at this time. Tb.is 

transfer is from the parent company and it does not see.m ad.visa-

"ole to i:!lclude value for water rights OIl. unused properties. T~e 

3~ of $300,000 is considered a fair and reason~ble price to be 

placed OIl. these properties for tbe purpose of transfer. 

No O:1e appeared at the hearing to oppose the purcb.a.ae 

of the lea.sed systems. 

San Gabriel Valley Water Compsny haviog made ~p11cat1on 

cs entitled above, a public hearing having been held thereon, and 

the Commission being now fully informed in the matter, 

It Is Hereby Found as a Fact that tbe rates now c~Eed 
~'JJ,. 
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by S~ Gabriel V~11ey. Water Comp~y for v~ter delivere~ to consum-

ers :..r. tb.e city of San !..r::.ri:l.o, l'o:rtions of ?as:ideno. c.::ld, San Gabriel, 

~d a~jacent uninco~o~~te~ territor,y in the County of Los Angelos, 

~re u:just and ~reasonable in ~o f~r as they differ from the rates 

herein established, ~~ that the rates herein established are just 

and reasonable rates for ~uch service; and t~t the authority to 

purcb.o.se certain leased. systems 10l0'lt.:::. o.s tile O:::.Jc Knoll, Patton, ~a. 

Rosemea~ systems should be gr~ted .. 

Easing its ord.er upon the forcgoins finding of tact a:o.d 

upon ~e statements of f~ct co~t~ined ~ the prece~~g opinion, 

I~ !S }~REBY O~ERED that San Gabriel Valley w~ter Com-

po;ly 'be and. it is here'by d.irected to file with this Commission 

wi tb.il: twell ty (20) d.:xys from the d.ate ot thi S o:rc.er tbe followi:1g 

schedule of ro:tes, to 1) e charged for all vw'O.ter service ::"endered on 

~d after Se~te:ber 30, 1926: 

DO::.3STIC USE 

Monthly Minimum Charge: 

Fo::" 5/.8 inch meter .. .. .. .. .. .. • • .. .. . . .$1.25 
ft 3/4 W " ..................... .1.75 
TT 1 " " .... . . . . . • . 2.:50 
TT 11- TT ft • • • • • • .. .. • 4.50 
~ 2 TT n .......... • 6.00 
ft 3 n n ••• • • .. • .. • .l2.00 
n 4 tt TT ....... • • • • 20 • 00 
"6 WIT....... . 35.00 

~nthly ~usntit~ C~se: 

Prom o to 500 cuoic teet, :per 100 cu. ft. 
1't 500 ff 5000 fT TT Tt TT TT 

III over 5000 TT ft TT ft TT 

~Oll thly l.~iI:lum C:a.o.rge s : 

Same as tor ~omestic use. 

~o~tAly Suantity Charge: 

?er 100 oubic teet • . . . . . . 
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IT IS EEREBY FURTE:EP. ORDERED that San Gabriel Valley 

Water Compa~ be, and it is hereby directed to file with this 
,.. \ 

r Commission Within thirty (30) days from the date of this order, 

rules and regulations to govern relations with its consumers. 
such rules and ro~~l~tions to become effective upon their ae-

ceptance by this Commission. 
IT IS ffEP.3BY ~TB.ER ORDE?.ED that San. Gabriel Valley 

Vleter Company be ,and. it is :I.lcreby a.uthor1:ed to purchase :from the 

Euntington Lsn~ an~ Improvement Company for the sum of $300.000 

tAOSC certain water systems known as t~e Oak Knoll, ?atton, and 

Rosemead systems, as more psrticul~ly described in the appliea-

tion Aerein, and in payment therefor to issue its promiSSOry note 

pay~ble on or before five years after date, bearing interest at 
the rate of six per cent. per annum. payable quarterly. 

The authority herein granted is subject to the follow-
ing conditions: 

1.. The cons id,0ra.t ion which the Ss.n Ga.briel Valley 
.,'fc:,ter CompS1W il;; hereby o.uthorized. to pr;.y for 

the properties referred to abov~ chell not be 

urged before tbis CO:nmission o.e a measure of 

th~ 'Value of such 'Oro'Ocrtiee other taen the ... ... 

trunz :fer ::lerein s,ut11orized .. 

2 .. 'i1itl1in tl-.irty (30) clays after ti:.c execution 

of the deed conveying the property hero~n ~u-

tcorized. to oe transferrea~ ~ oerti£ied copy 

tflercof shall 'be :'iled ',-;i th th.e Commiscion. 

s. The authority herein gronte~ to transfer 

properties will terminate s:i.:(ty (60) cto.ys 

ci'ter the clute 1'l.creo:f". 

4. The authority cerein grante~ will become 

,''1,tI<J.'... N ,.,) 
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effective wben applicant bas paid t~e fee 

prescribed by Sect10D 57 of the ~bl1c Util-

ities Act, which fee 'is $300. 

For all o~er purpoaes the effective d~te ot(th1S order 

sb.~l 'be twenty (20) days from c.nd after the da.te b.er~o:t:. 

Dated a.t San :E'rs:::l.cisco, C$lif'ol"nia, this e;~ay 

Of~O. 


