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Decislion No. :_?M\A H

REFORT THE RalILRCALD CQMIIISSION OF

City and County ol Ssn Francisco,
o municipal corporastion,
Compleinant,
V5. Caze No. 842
Spring Valley Water Coumpany,
Defendant,

In the Metter of the apnlication of
SPRING VALLIY WATER COLRANY
Tor permission 1o incrcase the rates
and chergos for watcr furnished by
1% o %he City and County of San Fran- ) Application No. 2739
ciseo and its Ilnhabitants.

McCutchen, Olncy, iannon & Greene,
by Allen 2. liatthew, for Spyring Valley Water Compsany;

John J. 0'Toole, City Attormey,
for City and County of San Francisco.

STEAVZY, Commdssioner:

SUPPLIVENTAL QPINTON

On Sepsomber 6, 1927 Spring Velley Water Company filed &
supplemental pevition in the above éntitled procecdings asking the
Sommission %o modify the order in Decision No. 9352 dated Auguet L2,
1921, as amended, by entering its fou:th supplemental order in said
nroceedings providing-

lgt, Thot condition three of said ordexr be anended so as to provide
that, commencing with Octoder 1, 1827, if the revenues of
Snring Valley Vatexr Company shall exececd its requirements
oz de~ined in sald condition three by more than the amount
of “he acnnual comtribvution to the amortlzation fund, two-
thinds of the amount of such excess shall be credited to the
amorsization fund and one-tkird thereof to the surplus of
the Spring Talley Water Company in the place and stead of
an egqual apportiomaent as required prior to such date;
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2nd: Thot condition four of saild order be amended so us 1o provide
that 1f the properties of the Spring Valley Water Company
chall be purchesed by the City and County of Sam Trauncisco,
prior to the first doy of January, L1934, and, at the Tixe
of such purchase, Spring Valley Water Company shall mot
have beex fUlly reimbursed for expendltures made In addi-
tions to and extensions of its water supply and distribu-~
tion system{other than the expenditures required by thoe
nrovisions of condition ome) by means of the additlonal
contridbutions to the amortization fund, that is to sey,
the conftributions which are additiomal to the amnuwal
copiributions, in the manner provided in condition three,
as amended, the purchase price of the said properties
may be Iincreased by the amount for whick the Spring Velley
Viater Company shall 0ot have beexn so reimbursed.

The compony alleges and sudbmlitted cvidence Lo show that its
present transmission lines from its reservolrs in San lMateo County
0 San Fronclisco and some of its distributing facilities in San
Froncisco are inadequate. The present traonsmlission mains have &
deiivering capacity of about 47,000,000 gallons dally, while am 2d-
ditZomal 3,000,000 gallons daily may be obtained Lrom Lake Merced,

weXing a votal maoximum delivery of about 50,000,000 gailons dedllye

4t 1s or record that the average dally consumption for 1926 was

47,000,000 galloms daily and for the first scven months of the

current year 49,800,000 galloms daily, with & peak demand of
53,000,000 gellonms recched in a sipgle day. On several days dur=
ing the current year the coansumption was above 50,000,000 gallons.
Tae company has 110,000,000 gallons storage capaclity in SanIFran-
clsco. Whenever the consumptlion cxeeeds 50,000,000 gallons per
day the wator In the local reservolrs is drawn downe

v is believed by representatives of Spring Valley Vater
Company that 1t is necesﬁary and in the pudlic interest, that a
new fifvy-four inch‘transmission main having a dailly capac;ty'or
30,000,000 gallons be constructed from the San Andreas reservolr
in San XMateo County to th: Loguna Honda reservoir in Son Freneisco,
and that 1t 1 likewlse noecessary that the Stanfoxd Heights distri-
buting reservoir in San IFrancisco be enlarged so as $0 increase
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its existing capacity by 5,000,000 gallons, that & new twenty inch

noin be installed from the Stanford Heights District to the Presidio

Eeizhts District, taat certain alterations be made and the present

punping facilities, together with other additlonms and bevterments

to enable delivery of the Incrcased water supply from the new trans~
mission moins to the Syring Valley Water Company's consumers. The
cost of these improvements is estimated at $3,230,950.00 searegated
as follows;=-

Pipe linme 54" San Andreas to Lake Honda . . . . . .01,484,950.
lioving pumps and bollers to central seatlion . . . 140,000.
S000%=24™ forco main central statiom to Stanford
. , Telghts ¢ v v @ 6 6 ¢ 6 o o v v o » 75,00Q.
13300 20" pipe Stanford Helghtvs to Presidie Heights 110,C00.
Construct.east half Stanford Zeights reservolr . . 70,000,
16,3907 48™=36"™ pipe to University liound District 301,000,
Bxtensiorn of high pressure in Daly Hill,Crocker,
Anazox cnd Clay St. tank,etCe ¢ o o o o o o @ 50,000.

TO'CQJ..------.-.-.---.o.. 3?3)2‘\’)0*950.

The compeny is willing to undertake this work immediately
arovided that conditions three and four of the ordexr in Decision
No. 9352 dated August 12, 1921, os amended, will be amended, z8
indicated herein.

It is belicved that by placing into the amoriizetion fund
two~thirds of the surplus, as defiped In conditiom three in the
order in Deeision No. 9332, =s cmended, that the amortization
fund will be cufliclent “o zmortize the added investment prior
To January L, 1934,

It iz ccémitted by representatives of the City and County of
San Frencisco that the instellation of the proposed improvements
is néc-ssary in order that the inhablitanis of San Frenclsco may
have an adequate water supply. John J. O0'Toole, city attorney,
however, stoted that the Board of Supervisérs Teel that 1L the
improvements are practically financed out of revemue they showld,
when the company i1s fully reimbursed, become the property of the
City and County of San Franclsco. He further requested that the
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cranting of the company's petition chould in mo way effect the

pending rate litigetion and that the oxder should not contain any rel-

) ' f y
Gronce to the amount to be added to the purchase price 1{, ‘khé GIW
exercises 1%s option prior to the complete amortizetion of thoe added
ilovestiient. .

e do mot believe that we have any authority to require the
compeny o deed the property to be construcied to the city in
tie ovent that the city Coos not exercise iLis optlion and vhe invest-
mont is Mully amortized. I the city does exercise Its optionm 1t
is contemplated that the coﬁpany will recelve the difference beotween
“he cost of the properties axnd the amount in the amortization fund.
It should be understood by all that the granting of the request
row before the Commission doos not in any way prevent either the
city or the company to procced with the pending rate Litigation.
In Decision No. 9352 dated Auzust 12, 1921 the Commission, re-~
ferring to the sale of the proporties to the city, says—-
™ It is the view of the Commission that the Spring Velley
Vater Company should hold itself in readiness throughout the
toerm during which 1ts cooperative plan shall be Iin effect, to sell
to the city the properties included in Its offer of Jan. 14,
1921 at a price which shall not exceecd the price heretofore
fixed by the Reilroed Commissionm, Ilncreased only by the smount
of actual expenditures mede by the company for capital pur-
poses between the first day ol Marck, 1920, and the first day
of July, 1821, and other capitval expenditures regquired ol tke
compeny under the terms and conditions of the oxder herein.™
There s some quostion whether the language quoted applies to
the expenditures now conbtemplated. It is only failr and equitadle,
that if the company installs the improvements referred To herelin,
it should be compensated thercfoxr, if the city acquires 1ts pro-
perties. The measure of this compensation should be the difference
between the actual cost of the lmprovements and the amount of such

cost amortized at the time of the translor. That the company is

entitled to such compensation is admitted by the ¢ity attorney.
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fowover, to remove cll doubt concerning this matier 1t is believed
nroper ¢ inclwde in the order the amendment to condition Lfour

suggested by the company.

I herewith subnit the following form of order;=-

POURTE SUPPLEMENTAL ORDER

Spring Talley Water Company hoaving requested the Commissionj

o amend Decision No. 9352 dated August 1%, 1921, os amended, a
public hearing having beern held and the Com@&s&on being of the
opinion that the installctlion of the addivtions to and extensions
of applicarntts water supply and distributlion facilities reforred
to in the foregoing opinlon should be immediztely undertaken by
applicart and that the Cémmiss;on's order in Decizion No. 9352,
dated August 12, 1%92L, as amonded; should be further amended,

therefore,
™ IS EEREBY ORDERED that condltioxm three of the Commlsoion'“

order‘inADecision No. 9352, dated August 12, 1921, as amended, be,
and it is hereby, mmended to read as Lfollows;- .

Coumencing with the year 1922 the Spring Valley Vater
Comnany shall create cnd establish out of its surplus a fund
for the purpose of amorvizing the capital expenditures which
will be incurred by the company in accordance with the above
requirecments, suck funa being hereinafter reflerred to as the
amortization fund. Said amortizationm fund shall be created
and melntained ac follows;-

After Tull provicion has been made during each year for the
payment of operating and meintenance expemses, including the
cost of operating the Hevteh Hetchy condult and pumplng statlon
(including likewise the payment of interest on the cost of con-
struction of such condult and pumping statlion, cos provided
in condition 2 of said order) the yoyment of taxes and asses
ments, the croating of a depreciation reserve of $300,000 ncr
anmwm, the peyment of interest on all bords and notes and other
interost bearlng indebtedness, and the nayment of dividends o
uuc rate of 5 percent per annum upon the out standing caplital

stock of the agsrevate par value of $28,000,000., %“here shall
be set aside out of the surplus after m;eting vhe foregoing
reguirements, and placed in the amortization fund, suck sum,
horeinafter reforred to as the anmual contributiom, as will

unon the expiration of o Term of twelve years, with interest
at 5 percent compounded annuslly, yield a total sum equivalent
vo the aggrepgate of the capital expenditures required under
the provisions of condition L of sald order; provided,however,
that 1L the revenues of any particular year shall exceed the
requirements of the Spring Valley VWatexr Company as hereinabove
sot forth by more than the amount of such annuel conftridution,
D
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the amount of such excess shaell be appoxtioned equally
between the amortization fund and the surplus of the Spring
Talley TWater Company, but provided further that commencing
with the Lirst d=y of October, 1927, two-thirds of the amount
of such excess shall be credited to the amortization fund
and one-third thereof to the surplus of the Spring Valley
Vigter Company in the place and stoad of an equal cpportion-
ment, as required nrior to such date; proviced, further,

that 1if the rovenues of any darticular year shall be insulli~
cient to yield a surplus equivalent to such annual contridbu-
tdion above the aforesald reguirements of the Spring Valley
Vlater Company, the company shall not, during such year

or therecfter, be requlred to make any contridbutlion to the
arortization fund until a surplus shall have been derived

ix suwbsequent years in a sufficient aggregate amount to moke
up such deficlt or accumulated deficlts, together with in-
terest upon the wzmount thereof at the rate of 7 percent

per anauwx; provided, further, that the Spring Valley latex
Company shell not be required vo meke any conitribution to the
amortization fund during the years 1222 and 1923, but in the
svent that the properties of the Spring Valley Water Company
which were offered for sale to the City and County of San
Francisco on the fourteenth day of January, 1¢2l, shall be
purchased by the City and County of San Franclsco prior to
che first day of Jonuary, 1934, the sum which shall be
trancslferred to and decome the property of the City and
County of San Francisco as hereinafter provided shall be not
less than the sum wailch would have deer accumulated if
convribution had beexn made to the amortization fund iIn
accordance with the Toregoing requirements of this condi-
tion. All moneys placed in the amortization fund herein
required to be established csholl be Invested by the Spring
Tolley Water Company in such nmenmer as will in its judgment
afford the maximum interect yield consistent with safely of
prineival. In the event that the depreclation reserve

of $300,000 per annum herceinbefoxe »rovided shall be insufli-
clent to defray the expenditures of the Spring Valley Tatex
Coumpany Lfor the renowsal and replacement of operative proper-
tles and for additions to and extensions of its water supply
and distribution cystem, The Spring Valley Water Company is
authorized, to the extent of such insuffliciency, to relmburse
1t=zelf for the cost of additlions to and extensions of its
water supdly ond dlistrivutlion systex out of such moneys as
have been or shall be placed in the smortizetion fund or as
shall become aveilable therefor, which are additional to

the cnnual convributions, and vo the interest accumulations
upon suck anzmucl contributions; provided, thav uwpom all
moneys so expended Lrom whe amortization fund a charge of
five (5) percent per annum shall be credited to the amorti-
zation fund to reimburse 1v for loss of interest upon said
noneys and shall be pald by the Spring Valley VWater Company
into saild fund; and provided further that the making of any
such addition or botterment shall be submivted to the City
Zagzineer and if disapproved by him within thirty days alter
such submiszsion and such addition or betterment shall never-
theless bo made or have been maede, 1t shall not be permitied
Yo the Spring Valley Wavter Company to reimburse itself Lfox
the ¢ost thereof in the manner herein provided. The additions
to and extensions of the water suprly and distribution
system of the Spring Valley Water Company, for which it is so
reimbursed as aforesald, shall, (o the extent of such reim-
vursement, be In the place and stead of the amortization fund.




IT IS FEREBY ZTURTEER ORDERED that condition four of
the Cormission™s order in Decicion No. 9352, dated August 12, 1921,
as amended bve, and it is heredy, amended to read as follows;-

A o further condition of the granting of such lrncresse,
s required that In the event that the propexrties of the.
ring Valley Weter Company which were offered for sale to
e City and County of San Frencisco on the Tourteenth doy of
Januery, 1621, shall be purchased by the City and County of
San Trancisco prior +0 the first dey of January, 1934, the
shortization fund established in accordance with the requirenments
of conditlion 3 hercof chall be transferred to and become the
property of the Cily end County of San Franclsco; provided,
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aowevery WAt 10y up 10 The Time That Sueh paperties shell
be purcnased by the Clty and County of San IFrancisco, the
revonwes of hhe company shall have beon insulficlont to mect
the requirvements of the company as specified In condition 3
hereof, and suech deficit or accumulated doficlts shall not have
beon offset by the surplus derived from the revenue of subse-
quent years and prior to the time of such purchase, the said
cmortization fund, bvefore belnz transforred to the City and
County, may be diminished by the cmount of such deficit or
accummilated deficits, and only the balance paid over %o the
City and County of San Froncisco; and provided, further,

that 1L at the time of suck purchase the company shall not
have veen fully reimbursed for expenditures made in additions
to and extoncslons of its water supply and distridutlion sysiem
{other than the expenditures required by the v»rovisions of
condition No. 1 hereof) by means of the additional contribu-
tions to the amortization fund, thet is to zay, Tthe contri-
outlions which are additioral to the annuel contridvutions, in
the menner provided In Condition No. 3 of this oxder as
amended, the purchase prico of the said propoxrties may be
increased by the amount for which the company shell not have
beer s reimbursed. In the event that sald properties of the
Syrin: Valley Water Company shall not have been purchased

by the City and County of Bun Iranclsco prior to the first
oy of January, 1934, the sald cmortization fund shall there-
after »omsin the property of the Spring Valley Vater Company.
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IT IS HERESY YURTESR CRDZRED that the order in Declision
No. 9332, dated dumust 12, 1921, as‘amended, shell remaiz in full
force except as modified by thls Fourth Supplemental Ordere.

The foregolng Supplemental Opinlon and Fourth Supplemental
Order are hereby approved and ordered filed as the Supplemental Opin-
ion and Fourtk Supnlemenital Order of the Rallroad Commission of the

vate of California.




