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~ ~ ... "." r" IIw' 'Decision No., __ ' _:' ... : J/ .... ~ .... i .;.;\"'_:_) __ 

BEFORE THE RAILROAD COMMISSION OF TEE STA.TE OF CALIFOR.'UA." 

) 
In t~e V~tter o! the App11e~tion ot ) 
F~1nes Canyo~ W~ter Com~any, a oor- ) A~p11cation No. 13572. 
~orat10n, tor en increase in =etes. ) 
----------------------------) 

Eorna~y and ~rtr~nft, tor A~plicant. 

C,.W. Byrer, City Atto:-ney, tor City ot Tujunga. 

Everett c. Carl~on, tor certain consumers, J?rot'este.nt~ 

Jo~ s. ~ox, tor certain consumers, Protestant. 

Daisy K. Snyder, tor Chamber ot Commerce or the 
Ci ty or Tujunga, P:'otestCJlt. 

';.'EITSELI. , C OMMISS! 01TER: 

OPINION - ...... _------

Baines Canyon Water Comp~y, 0. co~oret1on, applicant 

in the above entitled proceeding, is engaged in the' public util-

ity business ot supplying water tor domestic, i:-rigat1on and 

other purposes to consumers in and in the v1ci~1ty or Tujung~ 
and Sunland, in Los ~seles Co~ty. The applieation alleges in 

effect that the rates now charged are insurricient to yield 

ma1ntenance ~d operating eXllenses, deprecie.tionand provide 0. 

reasoneble return upon the capital invested. The Commission 'is 

therefore requested to establish an increased schedule ot rctes, 

and, 1:l the ::.ec.ntime, to permit applicant to collect an emersency 

surcbaree ot torty :per cent on all bills tor ~ter ~ervice ren-

dered. Public hearings in this ,roeeeding were held at Los 
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~seles after all interested parties had been notitied and 

given an op:portuni tyto lll'pee.r s.no. be heard. Arter the tirst 

:public hoerine wes ~eld in this matter, the Commission issued 

its ~relim1nary O:pinion ~d Order herein (Decision No. 18721, 

dated AUgust 17,1927), denying without prejudiee a~p11ecnt~s 

request to:: the establish=lent o't a. oureb.o.rge. 

This water system was originally installed some t1mo 

prior to 1910, wa.s then knoVin as the F::-eehold Wa.ter Com!>e.ny 

and its plant eons1stee or 263 acres ot land, toeether ~ith 

certain ~i:pe lines, reservoirs and rights-ot-way. This property 

was acquired about the year 1911 by the Western Em~1re Suburban 

!$-~s Association, a corporation controlled by one M.V. EAr~rantt, 
and w~s operated in conjunotion with the ~roject' ot the above 

association to ~upI>ly wc.ter to a:p:proximo.tely 1,726 acres 'o't land 

wh~oh it had subdivided into small taroms or tr~cts and was sell-

ing to the general public. In 19l8, said association trans-

~erred i~s water utility pro~erties to Haines Canyon Water Com-

~, a corporation, the oapital stock ot which wes ovrned or 

oo~trolle~ oy seid association and those connected therewith. 

i..:p!'roval of this tra.nster Vias granted by this Commission in its 

~ecis1on No. sse7, dated Nove.mber l, 1916. For a more com~lete 

history and. descripti'on of this system, reference is hereby 

made to this Co=mission': Decision No. 5065, dated January 21, 

1918, rendered in oonnection witt Case No. 1065 and A~~11eat1on 

No. 2912. The pre~ent water supply 01' this company is obtained 

t=o~ three wells located 1n and in the vicin1ty of the City ot 

~~~~a,. supplemented by a gravity weter supply obtained trom 

Eailles and Blanchard Canyons. The oOI:lpany also cle-ims a rieht 

to reoeive grevity water trom Tujunga Creek. The territory 

served v~ries considerably in elevation. Water from the wells 
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.1s ,um~ed into reservoirs located 'at an clevation or 1,4&0. teet, 

!=om w:'::1ch it is e1ev:::.ted 'by 'booster e'lui;pment to other reser-

voirs located ~t elevations or 1,720 teet, 1,940 teet and 2,070 

teet. The amount or we. ter pumped to the higheI' eleve:tions .de-. .' 

pends u~on the ~ount or er~vity water obt~inable rrom ~1ne3 

~d Blanchard Canyons, the waters from which sources teed into 

the upper service area or the system. The evidence shows that, 

lmder present conditio.ns, applicant has an ample supply or water 

to :eet the cystem·s dem~ds and ha~ apparently an abundant~~der

g:-ound su,ply of water tor future development. 
The retes now in et't'eet on this sys:tem were established 

by the Railroad Comm1:sion in its Deoision No. 10896, dated 

August 23, 1922, and are as folloVls: 

MTh""DID'.! MONTRLY CPARCES 

SiS-inch meter----.. iIIIII~~-.... --.. ---.. ----...... -------a.---------.---.. ~l.2S 
Z!4-inch meter------------~--------------------------------1.50 

1~1neh ~eter-~~~----~~------------------~-------~--~-~~-- .2.00 
l~lnch meter--------~~----~---~---~~-~-~-~-------~~-~-~~- 2.SC 
~ . 
2-ineh meter----------~~~--~-----~--~---~----~--~-~--~-- S.co 
3-ineh meter~~~~~----~~--------~-~--~~ --~---~- 4.00 
4-1nc~ :ete=-------~~----------~-~·-~--~-~-----~---~-- 5.00 

]'ro:::. 0 to 
F:-o::. 400 to 
From 1,000 to 
Fro:n 5,000 to 
All in excess 

400 cubic teet, per 100 cubic teet-------~~0.Z125 
1,000 cubic teet, per 100 cubic teet-------- .25 
5 000 cubic ~eet ~er 100 cubic teet-------- .20 , ., g . 

10,000 cubic teet, ,er 100 cubic teet-------- .12 
ot' 10,000 cu"oie tee.t, Der 100 cubic t'eet-... -- .00 

The City Attorney re'luested that the records 1~ Case 

No. 1065, ~onte Vista Velley'Eoird or Trade et a1. vs. Western 

Empire Suourban 7~r.ms Aszociat1on, an~ Application No. 2912, in 
re ',:restern mpire Su"our"oan Farms ;"ssoc1o. t1on, "be made and .con-
sid.ered. a part ot the reeo<rds of this p'roceed:tng. 'O';pon o"oject!o:c. 

or counsel tor a~plicant) ruling thereon was reserved. Conside=~-
< 

tion ot the matter, however, le~ds to the conclusion that ee~tain 
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evidence and exhibits co~t~ined therein relate to the early 

history or this system, to 1t.s o~ertlt1~g condit1ons and :.othods, 

.. . o.nc, to the actual cost of acquiring :c.any essent1al elements 'o'! 

. this property, which cannot be obtained tromany other source. 

It therefore al':pears that so '!:lucb. ot the' c.bov~,:proceed~nes as 
.. . 

throwsllght upon the :catters indioated above itt germane to this 
! '" I ' 

~roceed1ng and, theretore, may be properly· considered as a ~art . 

ot. the record here1n. 

. 
properties and estimates ot depreciation, together wi~h analysez 

ot operating expenzes ~d re~enues, were submitted by H.B. lynch, 

a oivil engineer and ?recident of the utility, and by F.~. Van 

Roesen, one or the Comc1ssion's hydraulic engineers. A summary 

of these re~orts iz set out 1n the following tabulation: 

: __________________________________ ~:---L~YA~C~~ ____ :~·~V~an~~H~o~c~s~en~: 

Est1:lw..ted oriei::.al cos.t, as ot 
April 1. 1927, less land· velue 
and 1ntc.ngibles-------------------- $256,136. 

!,e..nd values ..... - ... ~ .. ~------.-----.. ---...... -- 19.,200. 
Wate= r1ghts-~-~-~-~~-~~~~~------.~--~ l3?~7al. 
Go1~g v~ue-~~~----~~~-~-----------~ 50,000. 
Working capital----------------------· 10!000. 

Tot~-------------- $413.117. 

Co~sume~s· A~vanoes to aid 
const~ot1on *--------------------- $18,421. 

OPERAT!ONS· 

Replaoement annUity------------------
Operating E~e~e (1925)-------------
Operc.~1ng Expe~e (1926}-------------
Est1:::ated 0Jlero.ting Expenses, tuture-
Operat1ne Revenue (1925)-------------
Ope~t1ng Reve~ue (1926)-------------

. *Ineluded in above toto.1s. 

.e. 
'II' 5,372. 

25,289. 
27,544. 
31.500. 
45,245. 
47,431 • 

~258 ,·70'$... ... 
No estim.e. t·e. 
No e3timate. 

Noest1mate. 

$258, 709~ 

$ 18,421. 

$ '7,317. 
.25,,344. 
27,349. 
20,985·. 
45,245. 
47,431., 

The veluat10n or the phys1c~ properties se~ O~~ above 
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'is based. upon the :::.ppre.1s:W.s presented to the Rc.1lroad Commis-

sion by the ze.:meeng1neers in oonnection with App11ce.tion 

No. 7593, the :proceedi:lg in which the present rates ot this . ' 

utility wereest~blished. Net a~d1t1ons and better.ments ,to 
April 1, 1927, were added. No est1me.te or the repx>oduo,t:ton oost . .' 

new, less ~ecrued dep~eo:tation, was ?resented 1n theev1deLco or 
this proceeding. The appraisements were bo~h b~sed upon the 

.' 
estimated origir.al or h1stor1co.l cost or the,' physical properties, 

exclusive or lands, which were ap,rc1sed o.t present fair market 

ve.lue. 

)1.:-• .1oiln R • .Ta:::.es, on behalt of a;pp11ce.nt, 'a:;,1l:l:t-e.1sed. 

the o:l;)erc.t1ve lAnds ot the utlli t1 at $19,200., representing 

the to.ir market value as of .1\Ule 13, 1927; while Mr .. E~C';-" C~rlson~ 

a local real estate operetor ~d building. contractor a~pear1ng 

tor cortein consumers as well ~s in his ovm behalf, estimated 

the same lands to 'be worth $13,450. The testimony indicates 
tl'lat the S1J:l of ~16,OOO. 1s a. reasonable value 01: this pro:pex:ty 

tor the p~rpO$es of this :proceed.i.ng. 

A,plica:l.t, tbrough the testimony ot Nor. Lynch, zu::;>-

ported 'by '1I:r.S. Hc.wgood, cl:lims e. present value of ~~137 ,781. 

tor we-ter rights; while the testimonY' ot P.E. Ho.rroun, a hydrc:o.l1c 

eneineer appearing tor the COmmission, is to the eftect that the 
max1Jl:,mu cost ot the acquisi t10:l ot the, wate:- rights did not, ex-

, ceed ~2S,aOO.~ includ1ng t~ose o! Tujunga Canyon, ·d.n1oh sum ot 

$29,80'0. included. :::::.ueh le.::ld and other :properties. The :!'1gures, 

presented by e.p:;>11cD.:lt 1ncluded ~55,000. as the ~lleeed'V'a1ue or 

its rights to ?ump :rro~ its wells, in addition to the :phjs1cal 

costs thereot end the velue of the lands upon. which said wells 

were located; while such ~ump1ne rights were excluded by the 

eng1nee:-s or the Commission. 
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Total--------------$157~7el • 
. " 

~:"cc :i.=.:.;tc...."c~~ ot ·.':C.~0!, riS!l"'; zc.l'es w~re c1 t~d by 
'!he testimony clee:rly sb.owz thc.t wo.ter is' now 'being 

tl.::::::1.can~ OU.t con.::;io.e::-llt!.O!l o'!: ·~:h.ese =c.:"e$ zhow::: tl".o.t tb.~ 00::'-
~um~ed trom well~ by narties other than c.~,11c~t eener~lly 
,.,~ ... ,o .... .,. , .. , ... -O .. ·.,.,A~ ...... "'~e· ... .,."'''''''·,·'c ... ~,...·n .. · "·p.r(~ "''''0"1'1 .. )' ~~ ...... ~....,of~h _ 
_ ..... ',1_ ...... "-ti .;.J .... ,J. ~-4~ ....... i!> It#k i"I._ c;....J. .. ""'-.,. "'-v"'".;.} ,j"", .... .J ..... ~J ~ ... ~~.".,..... .............. 

throughout the service are~ of this utility and the vicinity 
~. ," .... .,. ..... ", ... ~·C ... ,·,.".i "'3. .... e"" t., ... , .... C~'''"!,.,;, .... ·r.r,.1'. ,··o-,~·~ .... ,. ....... "".c.-eo':- ..... ,· ... o-,.,c, .. ······ 

.... ~ ~~- ......... ' '-"'" t,I~ .. t.,j J. L! ........ r..;. ...." ........ "'-' ... • \J""" """'- ... .t" ..... .,..¥..,...".." ~";:I .... t/II"I. ;,/~ ..... _. J 

thereot, and, furthormore that such un~erground w~ters nay be .... ,. -pc ... ···"".,~r '0'" ":O?C. ":cd .,'-'')7 J"'~ ..... r;: .......... "'0 ~7 5 m·~ .... "' ... ·s '\ .... c .... (\ .. 
' .......... ' ..... J ......... *1 ...... '( v.aJ .... -' .... r;,.J ~ .... }}~"" "'\l1i.."). .... ~~ ... ftlv. ~ .... .....,..~_ i ...... .,j,.,t ""'.IoU 

obt~1ned throughout =~id territory in qUAntity ~d ~U&lity ~t 
0-: 'IIo.'tt9r :::-OZ . 'tilE! T'J.:-"':'::'~3a .Canyo'!: at ~ tote.: out-o!"-:poc:.;:et cost 
leest e~ual to that obt~ined by the CO%P~. No evidenoe was 

(', .... ""IO~ '''''''lr~''' 1·7;2C? ... ",.- -': ~("h '"''' "'"'d ""'0'" "':;'-'1" "os'" 0'" Ae' "',v/o~"'1'M!l' J_ ~ • V ~. ~_ • ~~A •• ~_, ~~~J ~, _ _~ w w ~ ~ •• ~. ~ 

,resented to the Commission showing that 'the "u'se of water t:'om 
' ..... "' .... "'T'I ... ".r!'(.\"' .... ......... ~-"" .... o- ....... ,,;1 ' .... <1"l21. ' I",." ......... A 'oy ;')u:,.. ......... ~ ... ;., .. ..;.,y"' .... _ ~,)·;,.t/.01_;:., ... A ... "j./ .•• ...:..,.. ... , ...... .L •• \., ......... .h.~ ~, \4""\;..~J._...... •. ,v ..... ,......-~ 

the other wells in the territory has d1minished the yield ot 
-.,:.,'':: o·,'t;.c::-!,;.{.!.:) o'!' a":,"1.'oXl~o:te::'y ~ one-:.::.':'~ ~.,:')'~e=ezt in t~<-! ~::-ese:c.t .... ... ... . .. ... 
wc.te:- trom the com.pc.ny'c zources or in OJ:ly way 1nter:t'ered with 

, ....... ~ -I'~ -=:. ....... "',., .... wr~"1~' or. ... " ... ~ ~ ..... t:" .~... ... 0 ",..., ~·"J'e"'" rl'FJ 0'" '>~. 1 ...... 1"', "'r' ~ ".,;. __ ... ,... __ \I ...... ., Ir.t V_,.tJiw, ~..., .... "'_ ........... :;) ... w oJ ~....,..... - .... ~J.J .. ...., __ • ~.,...-..J _ 

their cont1nued o,;per&.t1on;.ne:::'ther is there anything in the, the 
.. ,.. ... '1-. ............. - ';' "'O"f.. coo:- 4 0 ... · ,.."'0 ..... '.0') 01.':"1 ... 14<o.M-....J},J.VIWl _v ... 1"..01. 101 >,1_... v.,. ~'-J \.-.,\,1 ':"hI) C..J..... I 

record ot th.is csse 1nd1cc.ting that tb,is compo,ny bAs ever 0"0-
::;xcl1;.::':i..:o.g tbe othe:- ;~o,c=t:'es e.:CI"! 1niicrestc 'i.l:rc!'l.c.so~. 

t.a.~!~"-ia:-", e.::J~~dJoCP .... ·tee~~ rr:;y$oO:i?~,.iV';~ :!:ce:::-(~o"~o",o:"':ot;*,.:;~d~: 
-,I ...... "...~~r • _ ~ ... 14 \"J • .Ao..J ~ ........ ., Gt........ ..... ' __ J...;. w .. w~ J..I.4.-_,.J.. V~.,/ .... ~. I' ""' ... .."..,.;;. tJ, 
groU:ld "110. tel'S or that 1 t has ~ t -:J.ny t iDle ever 0. ttempted to stop 
.,;.." .• , ....... ;'o··.· ... '!, <";..0 ... ·• .... '!-I"A ............ ~ ..... ~\~,,' 0-01 ""1"""'; "'0". ..... o,{lo r .. c,..··i ... ~ "'10"" ...... .;. ...... v.G,.-· .. ;,4.,I .... J .... ~·I.j IJ ...... """-v 11 ...... 1;; "...., ... ,"-",,"" ........ 1.::,.. ...",'...-. .... ., r.lV ~ ""'" .... """- ~ .. .., ... 

or enjoin enyone trom 01ta1nine water from underground sources 
",~, ~' .... f'.' .".'., ...... - .,..",.. .......... ", ~.,.. ·"0 n,.·o'r". cr ..... ~·'o ... ,'" ,,, .... ..., ..... 0· .I .... , e..,.,.~ ... ~'.,. 0" 

\ •••• ' • .I_.oJ #f_..J, ... '. _ ...... ~!;.~.."..,; J.U ""' ......... _ ....... .......... ,; ..... *"ttt# '-. ....... " ... ~.,. .... 1tt,I ... a.tI..; ... 

in its servioe eree or in the general vicinity thereof. Under ..... '" 
.;: ,) 'tt'-"';\...~ .. 

these circumstanoes, it is olear that the app11c~t has not os-

-6-



• '. 
In tormer proceedings betore this Commission, ap-

plie~t and its ~redeeozsors in interest have ~ade no ela~ to 

an allowance tor w~ter rights in rate proceedings, but have 

taken the, position that the water rights belons to the lot-ovmers 

in the 1,726 acre service area or this utility, ~ portion or the 

:purcha~e prioe of the lots and parcels ot land sold. bC'lns!or 

the right to ~oeive a share of the w~ters of Raines, Elanchard 
and TujWlsa Canyon:;:" as well as certain well wo.ters. The ev1-

dence shows that most or the original deeds given to the pur-

chaser$ or the lots end p~rcels or land granted s~1d purchasers 

e pro rata share in all of the water rights ~cqu1red by the com-

pany • '(see Deed between Western Empire Subu:-bo.n Farms .t:.zsoc1e.-' 

tion and David Costello~ identified as Protestants' ET~ibit 

No.2 in this proceeding.) Ac fa:- as the evidence shows, there 

were none 0: the original deods granted by the Western Em~1re 

. I 

Suburban Fe.:oms .b.ssocill t10n to purcho.sers or lots or tracts ot " - ' 

'land in the 1,720 acre area served by this utility"that did not 

conta1:. p::"ovis10:lS tre.ns"!'err1ng tO~'"Dv.rcbAzers the t:t tle to the 

water rights. 
~other important feature as to the rights of this 

utili ty to a,pl"opris.te surfe.oe stree.m rlow is tD,e cloud east 

upo~ ~pp1icantts ~urported rights by the adjud1cated rights ot 

the City ot !.os A.::::.e;e1es to ell 01: the wOoters or the Los Angeles 

River and any and all of its tributaries under:1.ts original 

Spc.nish Pueblo rights., (City of !.os A..'"lgelos vs. Pomeroy, , 
. ' 

124 Cal. 597 and 125 Cal. '420; Vernon Irrizr-t1on Com,o.n:c vs. 

C1'o/ of I.o~ Ano;eles .. 106 Cal. 237; 'Feliz vs. City of los AnP'eles, 

58 Cel. 73; ~vs. P~e~in, 59 Cal. 255) Haines, Blanchard and 

Tujunga. Cea.nyons are tr1bute.ry to the Los A::.geles :River. 

S~~~z1ne'the evidence on water rights, 1tmay be 
:/ 
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stated that the Tujunga supply is now neithor operative nor 

necesso.:ry; tb.s. t no z·epe.rc. te ve.lue for :lpplicant' s l'urporteli 

rights to ~umJ? f~om undererou.~d sources tromwells isrecog-

nizable tor the purposes of this proceeding, other .thansuc~ 

values as ~re~dy neve been included in the lands as wcte~-

bearing; that such i~terests as applicant may have in the waterc 

0: Ha1~es, El~~chard and TuJ~ea C~yons a~pear to be secondary 

in priority to the riehts ot the City 0-: Los .Angeles and.~re, 

to this extent, probably temporary privileges only, and' that,' 

rurt~ermore, ·it is clear that the water rights or Ea1lles· a.nd 

Blanchard Canyo:J.s·, c.nd to Dome extent 'I'ujuneo. Cc.nyoXl, have 

probably been transterred tor valid consideration to end· vested 

in t'ne :purchc.se~s ot lots in the or1g1n:z:.l 1, 726 ~cre e.:rec.. 'O'n-

del' these Circumstances, it is clear that no part ot tho alleged 

present value of these claimed water rights may pro~erly oe1n~ 

'.cludedin. the rate "oc.se upon which the COl:sumcrs should. bere-

quired to pay a return. 
A:p:pl1c$.D.t's conte:l.t1on that it req:llires $10,000. in 

cash working ca~1tal is not su:pported by the evidence. This 

C~ represents in excess of one-third 01' the ent1~e ~nnucil o~-

erct1ng expenses, less depreciation, tor 1926. CO:ls1der1ne '. 
tha.t the revenues :produce o.n average very closely e.:p:9rox'~~inB 

$4,000. :per t'lonth and that due allowance he.s e.ll"ec..dy been, :made," 

tor materials and su:P?lies, together with the tact that e.'l'lic~t 

has on hand an average of :~2,OOC. as depOSits by consuoe~s to~ 

metered service and e.c..v~nced tle.t rate :payment3, i't e.jtl'e~rs that .. 

under such circumstc.nces,an allowance of o.:pproximo.tely one'end 

one-halt months' average o:perating expenses ,will be aople tor 

cc.shwork1ng capital and, therefore, the sum of $3,000. w1l1be 

o.lloVled. •. 
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The annual ~ntencnce and operating expenses, ex-

clusive of depree:tc.t1on, ~s shown 'by the eomJ.jany's ,:rec'ords 1'or 
, ' 

1925, amounted. to $25,344. tlnc. ~27,349. tor 1925. Tb.e Commis-

sion's ene;1neerest1mated the ,reasonable o.nnual operating ex-

penses for the 1mmed1cte future to be $26,985., exclusive or 
income tax; while o.:pl'liccnt estiDUl.ted the e~e:c.sos for '~928, , to· 

be ~31,500., including income to.x.. Conditions ,of operation in-
d.1cc.te that· no e.bnormal increase in expenses in 'the in:II:lediate 

future, may reasonably 'be expected, and it therefore ~l'~e~rs that 

the SU::l or :~29, 000., exclusive of de:preci~tion $.no. including 'in-

come tax, should 'be ~ re~so~c.ble allowance tor the operating ex-

~enses tor the imced1ate tuture. The cnnual depreoiation annuity 

w~z estimated by uJ?Jilico.nt' oS ene;ineer to b e $o~155., :lllc. by.','the 

ens1=.eer tor the Commission :~7 ,318., based upon the 5% s1:okine' .. ' 

t~d annuity. The latter figure will be used tor the ~urposes 

~t this p~oceedin5 • 
• p'" 9 .. ' .. 

Eased upon the foregoins figures, the operations or 
this utility tor tee yeo.r 1926 resul tee. in a !let retu.."""ll "or ,4~ 0:0; .. ~~, 

~27e,309., ::::-e;presenting~b.ys1cal properties e.ndwol"k1ne ce;.p1tal'>, ' 
only. Based. upon the ;present increo.se in 'cus1ness,as indicated 

~y the eVidence, the presen~ rQtes should' rea~one.bly be expected 

to yield 5.5% on the above amount during 1928 • 

.A.pl'11cc.nt eonteX).ds thc.t it is entitled to $50,000., or 

c.bout eighteen ,e1" cent ot the cost of the :physic~l pro~rt1es, 

tor going value, and bases this Clainl upon alleged oerly 'cus1n0~~ 

losses and develop~0nt co~ts. The entire evidence su'cm1ttedby 

e.,:plicc.nt in support ot this claim covered costs alleeed to havo 

been incurred tor ~hold1nB" w~ter rights and tor ffhold~g" pi~o 
,', 

, ,-
line,S. end other' tac111 ties necesss.r11y constructed 1n advance of 

'needs c.nd tor eJq)loration yrork in co,:onoct1on with wel1-<L'""11:.i::e, 
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'all allesed to have taken place d:l.l:ring :l. ,eriod or five years 

~ed1ately prior to the approXimate date ot the sale or the 

:pro:pe::-ties in 1916 to present applicant. Not· only does the' 

evidenco fail to substantiate these clc.1ms· of early losses·o~ 

the'ree.sono."oleness or necessity tor the alleged deve10:pDlent' 

costs but this Com:1zsion has repe~tedly held that early 
bUSiness losses end develoDment costs have no direct bearing 
on the gOing vo.lue of a utility property ~sit may eXist years 

later. 

I:l this proceeding, rull considera t10ll ,ll:::.s. 'been g1 ven· 
to applicant's cla~ ot going value and it appears that this 

utility has never, at any time, been able to earn a full net 

retuxn upon its i:c.vestment by reason of the tllet thci.t its 

business is still in the development st~ge and higher rates 

would be prohibitive end greater than the serv1ceis re~sonably 
"-wo,rth,. c.:c.d., as this se.me conc.1 t10n still eXists o.t the present, 

it is obviously idle to attempt now to deter.mine wbat i~ the 

, : ' 

reaso)l!';."ole going value, it ony, ot this utili t,. for the, :pre,sent. 
I::l Decision No. 10096, dated AueuSt 23, 1922,. in which 

the present rate schedule was est:;;.'b11shed, the CO:ml:l1ssion did 

not determine ~ rate base ror the reason that the areasorved 

was so sparsely settled and the system 00 obv10uzly overbuilt 

tor the then eXisting demands that a full ~eturnupon the 

c~pital investment in the bere physical properties would have' 

:r~sul ted 1n e.n u:.roc.so:c.e. 'ole and ;p!'ohi"o1 ti ve rate tor,' tb.e service 

rendered. ~1s sc:me situation exists· today. The present rates 

have already reached the $~turation point. Present consumers 

. ca:rr.c.ot afford to use sufficient Vle.ter for lawn and (!p.rO.en i~" 
I ' 

,r:ige.tion under the rates :cow ehareed, although Olll:ple water' ie,' 

e.va11o.'ble. To i:C.creo.se these rates would, in =y o~1n!o:., 

-ll-
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'eEH • • 
'dim1nish the average water cons,um:ption to the extent ot re-
duc1ng revenues to ~ ~ount less th~ received at ~re~ent. 

Base~ upon the tieu=es presented ~y a~plicant, the grantine.or 

its rec;,uest tor· a !'Ull return u:pon its alleeed investment would 

require an increase ot over ~27, 000. c:cove the revenues ot ' 

$47,431. received tor 1925, or c.pl'roximAtely 57% over the yield, 

ot the p=ese~t rates. Based upon the average number ot·active 

consumers tor the year 1926, the toet of me1n ~er consumer tor . . 

that year amounted to 174. This, in conjunc·tion with the ta.ct 

t:e.e.t the present plant is d.e~ign.ed. to sUl'Ply and has the exist-

ing facilities to zupply a consider~bly ereater :po~ulation th~ 

is now servec., clec.:::-1y shows that the system is zt111 considerably. 
" 

overbUilt and that, the service area is only :po.rtio.lly develo:pe~. 

Under the se eirc'tJIDS tanees, 1 t ~Nould be u.nta1r and unree.so~ble 

to 're~Uire present consumers to pcy e. full return upon the entire 

alleged investment in such a system, designed to serve a tar 

greater popule:tioIl. in the tuture. From the eVidenoe, this· pro-

jeot . a:p:peo.rs to be one ot those subdivisions Where' .the .tull hope 

or those who ~rojected the sales ot lots has not been realized' 

o.nd that it will be some time betore they vt111 1"'ully settle 'Up •. 

The present re.tes on this $j"stem are already higher ' 

than the rates charged by e. ny or th~ o~he:::- utilities in the . ' , . • I 

genoral vicinity which ere or comparable sizeIAnd·o~erete under 

similar condit ions. ~oreover, the monthly m1nimUnlCi.ue.nt·1 ty 

~te ot 400 cubic teet is tar less 1~t~~ than :uch other utilities 

furnish tor the minimumc~aree. It iz ~v~arent therefore that 
, . 

a:pp11cant has ~lre~dy 'enjoyed a much ~ore tavo~ble rate th~' 

ether similar utilities, o.nd, under the cond.itions above reterred 

to> no v$lid reason,commends itselt to this Co~~s10n warrentine 

e:r;.y further inc:::-eo.se in the ~=ecent. 1'0. tes.· It is ,·J.ndeed, a 

-12-



r' 
CEH • 
~tter tor serious consideration it the facts do not v~rrant an 

increased ~ount of water for tho ~r~sent minimum monthly ch~ree 

0": ~?1.25, but no such che.nge will be made at this time •. 

I recoc:c.end, therefore, t.b.a.t this application be f!e-

nied, and the following torm 0-:: Order is recomc.ended: . 

Rc.ines Cc.nyon Wc.ter Company, Co corporation, having 

riled its applioation as entitled c.bove, ~ublic he~r1ngs having 

been held thereon, the :atter having been submitted end the Com-

~ss10n being now fully advised in the premise:, 
IT IS EE?.EBY O?DERED that the above entitled ap:plicll.-

t10n bo an~ it is hereby denied. 
The tore goinG opinion a~ ordor c.rc horeby approved 

and'ordered tiled ~c the Opinion and Order of the Railroad Com-

miselon or the S~ate ot C~litorni~. 
.>tIlt{ 

D~ted at San Francisoo, California, th1c __ ~v~ ______ _ 

day 01' __ ~>~~·~~~'-·-------' 1928. 

~ .... ' ... ,.'.' 

~v ~~d •• 
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