
City und Co~~ty of s~ Francisco, 
~ municipal co~poret1on, 

Com~')lainant , 
vs. 

Sl?rine Valley ·~'!ator Com.,any, 
Defendant, 

In tho 1:atter of the A.p~)lication. ot' ) 
SP3!NG V1J..UY \7A'l'ER COllP..l~ry ) 

for permission to increase the rates ) 

Cace No. 842 

ane.. ch.o.r~0c tor ";'lo'ter furnished. by ) 
it '~o the City and County of San Fran- ) Applico.t1on No. 2739 
cisco and its 1rulo.bito.nts. ) 

1:cCutchellp Olney, ~o!c.nnon &. Greene) 
by ... U1c.n ? !,:utthew, for Spri:::l$ Valley Water Com.p@y; 

Jo~~ J. O'Toole) City Attorney, 
for City and County ot San Fr~~cisco. 

SUVEY., Commi ssionor:: 

On S0:ptoIllbor 0, 1927 Sp:::-ine V~lley Water company filed e. 

supplemental l?oti tion in the o.OO"'lO on'ci tled procce'dings asking ·the 

Co~~ssion to ~odity tho order in Decision No. 9Z5~ dated A~gust 12, 

19Z1, 0.3 ~uonded~ by entorine its fourth supplemental order in said 

That condition three of said order be arnonded so o.s to provide 
that, cOllllllencine wi'th October 1, 11327, it the ro ..... <.mues 01: 
Spring V:li.ley '2!0. tor Cot:l::?o.ny shall exceed its requiremonts 
az clo'!'ined in sa:~c. condl tion tltreo by more than the amount 
o't ·~he c...."'l..""l.uo.l contri butio:c. to the e.m.ortizo.tion tund, two­
thirds ot: the amount of such 0:>:CO:;$ sh.o.l~ "00 credited to the 
o..rnortizo.tion fUnd o.nd one-third -thereof to the zu.=plus ot 
the Sp=in2: Valley Vio .. ter Compc.ny in the 'plO-ce and stead ot' 
an CClUc.l c.P'port:l.on:o.e:J:: as required prior ·~o such date; 
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2nd: ~rhc.t condition fou:=- of said order be ~ended so us to provide 
that it the properties of -tho Spring Valley- Water CO:rrJ.::>any 
shal+ be purch~sed by the City and County or s~ Francisco, 
p:::'ior to the first do.y ot January, 1934,. and, at tho 'ti:.le 
of zuch purchc.se ~ Sprins Valley Wo:cer Company shaJ.l not 
have been ~~l~v rei~burzed fo:::, expenditures made ~ addi­
tions to and e~~onsions of its water supply and distribu­
tion system( o'~her ·~hc.n the o)=!?ond.i tures requlred by the 
p:::-ov1sions of condition one) by ~o.ns of tho additional 
contributions to the ~ul"..ortizo.tion :t"Und, that is to s~) 
the con~ri butio:lO which are addi tiono.l to the ~:c.nuo.~ 
contributions, in the ~er provided in condition three, 
as amended, the purch~se price of the said properties 
~ be increased oy the amount fo~ which the Sprins Valley 
Water Co~c.ny shall not have been so reimbursed. 

Tho compo.ny o.lleges a.."'l.d suomi t'~ed 0videncet;0 show tho.t its 

present transmission lines from its reservoirs in San MAteo County 

to s~ Francisco and som~ o~ its distributing facilities in San 

F=~ncisco ~re inad.equate. The present transmission ~ins h~ve a 

~elivering cepacity of about 47,000,000 g~llo~s 'd~ily, while an ~d­

ditional ~,OOO,OOO Gallons daily ~y be obtained from ~<e Merced, 

~kine ~ total mAXimum delivery of about 50.000.000 gU~~OnD da1~y. 

It is o~ record th~t the averago daily consumption tor 1~26 was 

47,000,000 gallons d~ily :lnd for -the first seven months o"r the 

current year 19)800,000 gallons daily, with a peak de~nd or 

53,000,000 sallons reached in ~ single day_ On several ~y-s dur-

ing the C';lrrent year the cons'U.tlptioIt was above 50,000,000 gallons. 

Tho company hAs 110,000,000 gallons storage capacity in San Fran-

cisco. )1henever the consumption exceeds 50,000,000 gallons per 

day the wator in '~he loc~l reservoirs is drawn down. 

It is believed by representatives ot Spring Valley TIater 

Compo.ny that it is necessc.ry and in the pu.blic interest, that a 

new titty-four inch tro.nsmi ssion main he. vin(:; s. de. ily co.paci ty- 0'1: 

30,000,000 sallons be constructed from the San JUldreas reservoir 

in San ~teo Coi.!Il~Y to '~h·~ L:lsuna. Ronda reservoir in San Frc.nclsco, 

and that it is likewise necessary that 'i;he Stanford Helehts distri­

bu.:~1ng reservoir in Son Francisco be enlarged so as to increase 
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its er.i.sti~s ca.pa.city by 5,000,000 sal~ollc, that a new twenty inch 

:uc.in be installed from the Stanford Heights District to the ?res1dio 

Eeizhts District, that certu1n a.lterations oe made and the present . 
pumpinG :facilities, tosethor wi'~h other addi tions and bette!"!T.ents 

to enable delivery of the incroased. wuter su.pply from the new 'cro.ns-

mission m.:::.ins to the SprinG Valley W~ter Comp:lny's consumers. The 

cost of these improvements is estima.ted at $2,230,950.00 se~e3ated 

:lS follows;-: 

:2i1)e line 541t Srm ,Andreas to ls.l-:e Honda • • • • • 
lIoving pumps and boilers '~o central station • 
SQOOt'-24tt: force nlo.in contra.l stc.tion to Stanford 

:re1..gh.ts . • • . • • . • . . • • • .' 

. :jl,484, 950. 
140,000. 

13300" 20" pi:?0 Stanford Heights to :'=>:r-0sic1io lioiehts 
Const~ct _ ea.st hc.ll" S·~a.n:t"ord ZOights reocrvo1.r • • 
15,990" 48~-36~ pipe to University ~ound District 
~xt0nsion of high pressure in Daly E1~,Crocker) 

75,000. 
110)000. 

70)000. 
301,000. > 

Amazo~ ~d Clay St. tank, etc ••••••••• 50,000. 

To'cal .................. . . ... ~ ")"0 C'I"'-O v .... ,t<tJV rJ,-.:J-.J • 

Tha coml)c..ny 10 willing to undertake this Vlork iIll4l0dio.tely 

?rovided that conditions th=e0 and four or the order in DeCision 

No. 9352 dated August 12, 1921, o.~ Olllcnded., i'l11l be a:c.endcd, e.s 

i~dicatcd herein. 

It i~ believed that by plo.cing into the ~ort1zat1on .fund 

two-~hirds of the surp1uo, ~s defined in condition three in the 

orde!" in Decision !ro. 9352, ac o.mended, that the amortizution 

fund ,;,:i11 be ::;u1'i'icient '~o o.m.ortize the ~e.d.ed. in ..... ostli·10nt prior 

to J3.nuo.r~r 1, 1934~ 

It i~ ~~lltted by representatives of tho City and County of 

San Francisco that·the in:;;tc.llc.t10n of the proposed improvements 

is neccs~ry in order th~t the inhc.b1tc.nts of San Francisco may 

have c.n o.deq,u.a.te water supply. John J. O'Toole., city ~ttorneYJ 

howcvcr~ ct~ted th~t the Bo~rd of Supcrvloors teel thut if the 

i~proven~nts c..ro pra.ct1co.lly finQnced out of revenue they should, 

~,;hen '1.;11.0 cOl:lpc..ny is fully :t:'~imbursed., be come the property ot the 

City a.nd County ot S~ Fr~ncisco. He further requested that the 
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Granting ot the corc.:po.ny's :)eti tion. =hould in no wo.y effect. the 

pendins r~te litig~tion and that the order should not contain any ref-

orcnce to tho amount to be added to the purchas~ ~rlce if th~ citv 
exercises its option prior to the complete amort1zet1on or tho ~ddcd 

inve.st~ent. 

7{e 0.0 not believe th::1t ,,':e have s:n:y s.uthori ty to req,uire the 

cotrp:?.IlY to deed the pl"opeX"cy ,to be constructed. to 'i;he city in 

t:~e ovon't that tho city ~oos not exc::-c:ise it::: option and tho invest-

mont is fully amo:rtizc<l. It the city does exercise its option it 

is contemplQted that the comp~ny will r~ce1ve the difference botween 

the cost ot tho properties and the ~ount in the amortizution tund. 

It shoulo. be unde:~~riood by c.ll that the gre.ntine of the rCCluest 

noW' 'before the ComtJ.i.ss1.on doos not in ~,ny waY' prevent oither the 

c1ty or the company to proceed with t~o ponding ro.te litigation_ 

In Decision No. 9352 duted August 12, 1921 the Commission, re­

ferring ·~o the cc.le of' the pro,!)ort1es to the city J s~s-

Tf It is the View of the Com:ciscion. that '~he Spring Valley­
fic.ter Co:o.PaDY ::;hould hold itself in re:icliness. throughout the 
term. during which its coopero.tive plan shall be in ef:Cect, to sell 
·~o the city the properties included in its offer of .Tatl.14, 
192~ at a urice which shc.ll not exceed the ~rice herotofor& 
fixed. by tile Rc.:l.lroad Commission~ increased"' only by the SJIlount 
of c.ctu~l e~cncl1turos made by the com~o.ny for capital pur-
:poses bo'c"i:ecn the first do.y of: :u.'!arch, 1920, and the first dc.y 
of July, 192~, and other capi tal· ~ilxpendi tures required ot the 
company under the terms and conditions of the order herein.~ 

There is come qu~stion whother the lrulguage quoted. applies to· 

the expendi'rures no ... : contemplo.ted. It is on.ly fair and eq,uitable, 

'~hat if the compc.ny inctc.lls the iDlprovements re:1:'crred to herein, 

it shoUld be compens~tod theroror, if the city ac~uires its pr~ 

pert1es. The m.easure or this compensation chould 'be the difference 

between the c.ctual cost of the 1mprovement.s. and. the o.motmt or such 

cost o.tlor't1zecl at the time or the tro.nster_ That the c~p~y is 

entitled to zuch compensation iz admitted by the city attorney. 
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~owov0r, to re~ovo ~ll doubt concerning this matter it is believed 

Froper to include in the order tho amendment to condition tour 

suggested by the company. 

I hereWith suonit the following form of order;-

FOu~TE S'tj'PPLBIvJJ:NT.AL ORDER 

Sprins Valley Y;ate::- Company h~'Vin8 reCluested the Commission 

to amend Decision No. 9352 dated .l\ugust l?:~ 1921~ O.S Olllended.~ a 

public he~ring havins been hel~ and the Commi~on boins of the 

o?in10n that·the inst~ll~tion ot the additions to ~d eA~ensions 

ot o.ppl1cant ~ s Victor sUl'ply o.nd distribution 1'o.c:1.11 ties referred 

to in the foregoing opinion Should be immedio.te~ undertaken by 

:lppllcc.:c.t and that the Com:n1ssion~ s order in Decisi.o:c. No. 9352, 

dated August 12, 1921, as amended, should be rurther amended, 

therefore, 

!T IS Y.RF~BY ORDERED that condition three or the CommissionYs 

order in Deoision No. 9352, dated AUGUst 12, It;il21, o.s e.m0nded, be, 

end it is hereby~ ~endcd to road as 1'ollows;-

commencing with the year 1922 'che Sprine; Vc.llol'" VIator 
CO~o.n7 shall create ~d establish out of its surplus a tund 
for the purpose of ~ortizing the oapital expenditures which 
will be incurred by the company in o.ocordanoe with the above 
re~uirements, such fund being herein~fter referred to as the 
o..mort1zation tund. Said amortizo.tion fund sho.l~ be creatc.d 
and :m.o.intllined a.c follows;-

~ter ~~ provision has beon ~de during eaoh year for the 
pc.yment of opers,""ing and IllC.in·ceno.nco expenses,. including the 
cost ot operat1ne; the Hetoh. He'~ohy conduit and punping stat 10n 
(includi:l,s l1ke't':1se the po.yment of interest on tho cost of con­
struction of such conduit o.nd pumping station, o.s provided 
in condition Z of caid order) tho payment of taxes ~~d a.ssess­
!:'lents,. the oreating of a depreciation reserve of $300,000 por·: 
e.nD.'U!lt,. the p~yment of interest on o.l~ bonds c..nd notes n.nd other 
interest beo.ring indeb'cedness, and the payment of di'v'idends at 
tho rate of 5 pe:::-cont per a.nnu:II. uIJon 'che outstanding capi taJ. 
stock of the agGregate par value of ~28,OOO,OOO., there shall 
be sot aside out of the surr)lus. o.fter meeting the torcE;oing 
re~uirements, and pleoed in the ~ort1zation tund, such swn,. 
horeina.fter referred to as the a.:cnua.l oontri but ion,. o.s vtill 
u~)on the cX]?1ro.tion ot a. term Of twelve years,. with interest 

at 5 percent compounded ~ual1y~ yleld a total sum equivalent 
to tho asereeate 01" the capito.l expenditures re~uired under 
'~he provisions or condition ~ of said orde~; provided,however, 
'chat it the revenuos of ::my po.rticular year shall e:,ooeo. the 
reC?,uiremcllts ot the Sprins Valley \,,'ater CODlPc.ny as ho=einc.bove 
sot for.th by more than the amount of such annual contribution, 

5-



the amoUllt of such excess ~hcll be apportioned equ~lly 
between the o.mortization :ru.nd a.."'ld the su:::-plus of the S;pring 
Valley ":io.tcr Com:po.r..y, but provided turther that commencing 
\':i ~h ~he :Cirst day oi' October,. 1927,. tVlo-thirus or the o.mount 
of ~~ch excess shall be credited to the amortization fund 
and one-third thereof to the surplus of the Spring Valley 
~io. tor CO!J.l,c.ny in the :pl:..ce a.nd ztoad 01' ~ equo.l o.:!?portion­
!llent, 0.5 req:uired pl"ior to zuch date; provided, turther, 
that if the revenuos of any po.rticulcr year sho.ll be insuff1-
cient to yield a surplus equivalent to such annuo.l contr1bu­
·~ion above the aforeso.id requirements of' the Sprins Valley 
~'!ater Compcmy, the com:pc.ny shell not, during such year 
or therec.tter, be required to ~{e ~ contribution to the 
~ortizo.tion fund until 0. surplus she.ll ho.ve been derived 
i~ ~ubcc~uent years in a sufficient aggregate ~ount to ~ke 
up such deficit or o.ccUtlulo.ted de1'icits,. tOGcther 't7itb. in­
terest upon the ~mou."'lt thereof at the ro.te ot 7 percent 
p~r o.nnu:.; providod, :t'\.l.l"ther,.. that the Spring ValJ.ey Wo.ter 
Co::npany s110.11 not be required "liO :rnc.ke o.ny contribution. to the 
~ortizo.tion fund du~ing the yeo.rs 1922 e.nd 1923,.. but in the 
.::vcnt that the prope:::-tics. of the Spring Vc.ll0~Water COlJl:pc.ny 
i"ihich Viere offered for :;::0.10 ·~o the City o.nd County of Sari. 
FranCisco on the fourteanth day of Janu~ry, 1921) sho.ll be 
pUl"chused by ·~he Ci ty and County of San Francisco prior to 
tho first day of J~u~y, 1934~ the s~ which shull be 
tro.nsrerred to and become the property of ·~he City and 
County of San Fro.ncisco as hereinafter provided shc.l~ be not 
less than ·the sun which woul~ have beon accumulat~d it 
contribution. had been =ade to the amortization tun~ in 
~ccordance with the foregoing requi:ements of this condi­
tion. .All moneys plo.ccd in the Clllor'cization fund. herein 
re~uircd to be established sh~ll be invested by the Spring 
'Valley ·I'Jater Company in such manner o.s will in its jUdefllcnt 
af:Cor<l the maximt:::ll interest yield. consistent with se.fel4y of 
vrinci~)o.l. In the event that the depreCiation reserve of $300,000 per annum hereinbefore provided shal~ be insuff1-
c ient to detruY' 'the ex:.pendi·~ures of the Spring Valley Water 
Co=pcny for the renewal an~ replacement or operative proper­
ties and for aUQitions to and extensions of ito water supply 
and dist:::-ibut1.o11 :ystelJl, '~he Spring Vulley Water CompanY' is 
~uthorized, to the extent of such insufficiency, to reimburse 
i tselt for the cost of ~ddi tions '1;0 and 0:..."tensions of its 
water ~upply ~nd distribution sy~tc~ out ot such moneys as 
have been or sho.l~ be placed in the amortization fund or as 
sh~ll become available theretor p which are addi tio,n:ll to 
the annu~l co~tributions, and to the interest accumulations 
upon such ~ucl contributions; provided, that upon all 
moneys so eXl~ended from '~h.e amortization. fund 0. charge or 
five (5) percent per annun shClll be credited to the ~ort1-
zo.tion rund to reimburse it tor loss ot interest unon said 
moneys and sho.ll be paid by the Spring Valley Water Compo.ny 
in'to s:lic1 :l:und; and provided further that the t::.ak1ng o:t OJJ:Y 
such addition or betterment shall be submitted to the City 
En3inccr ~nd if disapproved b~" him. wi·chin thirty days ~tter 
such zubmission and such o.dd1 tion or better:m~n·~ she.ll never­
thcleso bo made or have been made, it sho.ll not be per.citted 
~o -che Spring Valley- W3:~cr Comlnmy to reimburse i tsclf' to!" 
the cost thereof in tho l:lO.Il.ner herein provided. Tho additions 
to and. e~~ension$ of the water supply and d~stribut1on 
systeI:'. of the SprinG Valley Wo.ter Comr>o.ny, for which it is so 
reimbursed az a1'0!'cso.1d, sho.ll>~o the e:ctent of such re1m­
bursement,. be i~ tte pl~ce and stead or the rumortiz~tion tund. 
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, .. 

IT IS }~:REBY .:'J.:tTEER ORDERED tho.t condition. four of 

·~he COmmlzzionT z ord.er in Deci=ion No. 9352,. dated Ausust 12, 1921, 

us amended be, and it is hereoY7 ~~endcd to read ac fol1o~s;-
~s ~ t~rther condition of the granting of such increase, 

it is re~uired th~t in the event that the propertiez of the. 
Spring Vc.lley W:::..ter COIn:p:my Which were offered for salc JIiO 
the Ci·~y and County of Sun !rancieco on the fourteenth do.y of 
Januo.ry, 1~21, shull be purcho'scd by the City ~~d County ot 
San Francisco prior to the first day ot J~u~~ 1934,. the 
&mortizution fund established in accoruance with the rc~uire~ents 
of condition 3 hereof shall be transferred to and become the 
property of the City and County of San Francisco; provided., 
h~v:e1~r, ~l1at if J Up to ·uh~ time tl1at Stt~h DfoDel'tlas shall 
be PUl'"cha.sed. 03r tho Ci ty and. County of: So.n ]'ro.nc::.sco, tll~ 
revonttos ot hhe CO~~~ ~h~~~ h~ve beon ~nsurtlclont to meet 
the =eo.uiremcnts o! the company as specified. in con(il tion 3 
hereof, and such deficit or accumul~ted dotic1ta Dhal~ not have 
beon o~sot by tho surp~us derived ~ro~ the revenue at subse-
q,u.ent years ana. prior 'co the time ot such purchase,. the said 
c.mortizo.tion fund, before being tra.nctorrod '1;0 tho City o.nd. 
County, :nay bo dimi!l.ished. oy ttle ClUount of such deficit or 
accumulated deficits, ~~~ only the balance paid over to the 
City and. Coun:cy of Sun Fr'c.ncisco; and provided, further, 
·~hc.t 1:(' o.t tho tilnc of such P7.:..rc,hase "line COl:ll'C'.l17 sh:;.:.ll not 
have been fully reiDloursed ror c:qlondi '~ures :made in. additions 
to ~nd extensions ot its w~ter o~pply anu distribution system 
(other th~n the expenditu:es re~uired by the provisions ot 
condi tion No. 1 hereof') bj" means of the adeli tiono.l con'cribu­
Jcions to the o.mortizo. tion fu.uCt, tho.t is to say, the contri­
oution$ which c.re o.dditio~:ll to tho s.nnu~l contributions, in 
the manner provided in Condition No.3 of this or.der as 
~cnded, tho purch~ce prico of tho ~~id properties may be 
increased by the amount for which the company shal~ not have 
'been so rcinlbursed. In .J~h's event that said pra:pe rties ot t:r..e 
Sprin,'~: Vc.lley r:o.ter Colt."oc.r.y- shal~ not ho:ve bC0!l. purcha.sed.. 
'by ·~hc City and Cou..'1ty- of Sun Pro.nci seo prior to the first 
d~y of' January, 1934, the so.id ~ortizo.tion funa sho.ll the~e­
atter ~ome.in the proporty of the Spring Vs.lle:r Wa.ter Compo.nj-. 

IT IS ~REE'': ~'O':RT5R CRD:::RED tho.t the order in Decision 

No. 9352, dated Auzuct 12, 192~,. o.s amended, shc.l~ re~in in full 

torcc except o.s modified by this Fourth Supplementa.l Ord0r. 
, 

The foregoing Supplemental Opinion and Fourth Su~plemental 

Order o.:-e here~ approved and ordered tiled. ,as the Supplemen.tal Opin­

ion c.nd Fou.rth SU.I)plc!len-~o.l Ord.a::." of the Ro.ilroe:.d Co:mmission ot: 't:lla 

State of California. 

DATED at San Francisco,Ca.11forni'" 
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