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In the mutter ‘of the Amnllcatmon I;‘T:~  ﬂ
of PIEASANT VALIEY: TLITER COMPBANY, ) . . -

2 corporation; end COALINGA CON-
SOLIDATED WATER COMPANY, & cor-
- poration,- for vermission ‘to im-
crease rates for water furni shed,
-t0 the City of Coglinge end tne

\inhaottanta‘thereof. C
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Eenry S~ Richmon& ;or-City of coalinga. B
A;_L._Shaw ‘for: Pleesant Velley Weter Comnany and
i Coulinga Consolidated'water'Commany.‘A,

,mﬁzzzx,ﬁCo@ﬁissioner;f¢

'tic and fi*e nrotection Durposes.:~f,7f‘

The complaint in Case Yo. 625 allegesﬁﬁ,__w.




‘ ‘Compam' hereinafter rei‘erred to as 'the Pleasan‘b Valle

2ll. the we.ter sold by the '-”leasa.nt Valley Comwoa.ny win.returnv




‘ in excess of SOOO gellone per month.,j The betitloners aske

| the Tate for vater fornished to the Clty of Goalihge for fire_,"”

.ourboses ve fixed at tbe sum. of $100 OO per month.,
petltlonersvaeked enq were granted leave to emend thi'labbll
rtion so as to ask thet the Commission establiSh\a juse’and reaeon

"able rate to be charged for water delivered tdathe City oft

_the nxiixx: transcrret of the evi&ence end to the exhibits in: S
‘troeuced end tnese proceedlngs ere now ready for deeisxon.. 7ﬂw‘ w

The Coelinga Comnany is the owner of 8 ten-acre tract ke
‘of lend located about 31/2 mlles distent fnmm the City of COalinga” |
and described as the northwest 1/4 of the northeast 1/4 of the ‘
southﬂest 1/4 of Section 16, eownGhip 20 South Renge 15 ast

L. D. B. end M, whereon the Combeny has bored eix Wells for Weter,

in adaltion to a seven‘th well whzch is not cla:.med :{.n t‘he Com-oe.ny"

inventory.,' ”he Commany wes ormginelly ineorboreted for the nur-\wfm_?

‘pose of selling water to oIl comnenies operating in the Coalinge
oil ‘ields, end *he Comneny s onerefionéjég.i9oé were confine"?to
this clees o¢ bus1nese, without the sale o; any water for use in
the City ok Coullnga.‘ R
Prior to 1909 the City of Coalinga was sunplied with

water fox- aomestic uses from tenL cars or from welle, the weter H
whereof contained & 1arge nercentege of sulbhnr enﬁ wes not satis--ﬂ“[f
factorv for domestic ueee : r".‘b.e orov181ons for flre'erotection Ky
were entmrely ine&equete.f Co April 28 1909 J.-L. Chaddock and

We Ha Stenger,‘owners of the stodk of the Coelinga Comneny,f”ntered”

into an. agreement with. tne D:Lee.se.nt Velley Compeny, whereby




Cba&aoc* and Stenger agreeo to construct a pioe line from tneir ﬁ*t»:~
property to the City of Coulinga in return ror caoitnl stock in
 4h °leasunt Valley Compuny to be issued at par in exchange ror

| ine line ot cost. The issue of the stock'Was to be made con‘ﬁv ”
'oltional upon the ebillty of tne ooalinge Compeny to supnly:through
' tbis oipe line at least 10, OOO ba rrels of good water per day. Upo

“the issue of the stock, es agreed tne ?leasant Valley Comnany-wa3@w=‘:

to become the owner of the pive 1ine and the rights of wey along

whick’ tﬂe same mlsht be laid. ”his contrwct contslns other,trc_:;fﬁﬁ”

vrsions to Wblch 1t is no% necessary now to refers‘ Under a‘ ub- hffwﬂj

,1seouent arrangement It wes orovided that tne ?leasant Velley Compfyfffﬁ'

jpany shoula oay 1o the Coelingu Comoany in retarn fOr tbe Watergu Co

eceived from thet comoany, 50 per cent of tne gross revenne re-fiorx.
ceive& by tne °1easant V 11ey Comoeny from tne sale of water to
~ the Crty of Coalinga and to tne inhsbitants thereof.‘ Unae;ﬁ "

':seourste contract oroVr31on wes, made ror the sale bj tn“Coslingaf___

Comnany 0" the’ °1eas ept Telley Comn,ny of &istilled water which  ;3‘"f

tre Dlee.sant Vglley Comoany conduotsrthrough a seoarcte pip“””'“"M"" h”

tem to the City of Co°“inga, where the vater is sola end deliveredf
through th1s oipe system for drlnking end otner domestice purposes.
he rotes on&rgea oy 131easant Velley Comneny for dlstilled water

 are not serrously questioned ir these proceedings and it wmllfnot

'\

"be. necessary to establisn retes tnereror." : -
| In exemlning the rotes orooer to he cnarged by the

°1eesent Vairey Com@eny ror vater suoplied to the City of Ooalinga

and to the 1nhubitant° tnereof other then: distilled wate/

shall consroer the followlng sub;ects in oruer~”" ‘ =

‘“1.'1~Velue or oronerty.‘

- 2;,“ Deorecratlon wnd amortizatlon annuitles. [f'°"

‘i¥3;_‘cNaln epance and ooeratlng exoenses. ~?Q]ﬁﬂ.w*?W'

| 4. j‘”‘he :rete.. B .‘ o - . :\‘.;:.‘_{“‘". A




1. VAL 5230333@3{.:. o

In determmning tre value of the oronerty *or the pur-é;fcc‘xﬁ
IPCSe; of these proceedlngs it will e necess ry to consider s ‘;“7**
rntely the nronerty.o the Cocllnga Comnany an& that'oflfhe
Pleasant Volley Comnany | ,ui : S . " ..N .
| ”he properuy of the 00 inga Comnany is usea ia part'd”
‘exclusively for service to tne oil fmelds ana in part joinfl for
'\~fservice to the oil fields and to the “leasant Valley vompaﬁy 0
.1ts service to the City of Co 11nga and tne 1nhabitants tﬁc eof.
| "his CommlSSlon s hydre: ulic dec°rtment estlmated‘*bct
the cost to reoroduce new tne nronerty of the Ooalinga Comﬁany ‘
 wh1ch is jointly use& cor serv1ce to tne 011 flelds and to Coalinga,:c;'ﬁ;
is $4s ooe.oo.‘ e, @ 11 S. Strout eng'.tneer for the Vat;e , R
‘panies, estlmated that the cost to renroduce these nrovertie
Wointly used is $80 092.00. Tnis sum however, 1ncludes”w
| tion to- en i em of %2500.00 for the 1qna an 1tem of $50 OO
for wofer rignts. mhlS item is added on the theory that{the
« Coclinga Comncny nes accaired by prescrintive use,\a rigﬁtf
water which lS acdiﬁlonal to the v01ue of the Iand én&”ca T efbr
_‘;the °1leged prescriptive rlgnt was acauired. Twhile the rele in v_
this State, in accordance wzth tne immemorlal rule appiie , o

«“nglcnd was formeily that t;tle by nrescrlntion can not be acun

o4 to wergrousd viers (Emrmon 5, HeCue, 42 el 503}’”"7"557&

rule was. an'oarently chs.ngea oy tnc Supreme Con:r‘b of 't.ais ij'te.te :tn
‘Hudson 'VS. D i" ey, 15'7 Cal. 617, 62.9. ;4 However, it wes clea.rly
| 1naicate& by'nr. Justice Sh'w in the Budson case that no pre

_owners‘and to establish & prescrictive rlght.-f The party ciaiming




the“pre criptive rlght mnst allege and prove that he has taken@'

 more: '4hen e reaoonable proportion of the water‘ | By
| _ There 1s 1o evzaence in tne oresent case that theiifff7 '
vCoalinga Comn_ny has used the undergronnd waters in suchfaiwayi\
2s. to interfere with the use. tbereof by other 1und owner‘*i,w;tw\x
Mt%e Coalinga Comnany ba° taken more than 1ts fair ana reasonabl'
shmre of the waters whmc underlle its lands and those of other
 'persons owning lands dn tals gen°ral Vi01nity.~ I um accordingl
of the oninlon taat 7o value should be allowed fbr water righﬁwin
:addmtion to the value wbich adheres to 1and xn this vicinity 'fn-
"cluding the usual rlght to tho use of‘a rea°onsble amount of wet
'developed by the 31nLing of wells.t | ’“ B

”he nroblem of a@certaining what nortion of‘the Coalinga
'Comnuny s brooerty Joinuly used fox service to the oil f;éi“a'&nd
to. the City of voalinga §e;g%efggetggsgaggf%fcggﬁggg.«j.ﬂ‘f‘i'

The ater Comnanies made the segregation on the basis
of the relative amounts of Water nsed in the oil fields and in“the
| Ci‘by of Coalinga on August 10, 1914. ‘l’he ‘bo‘tal anoa.n‘b ‘s’ j“ﬁsea
'was 247 650 g&llons, of‘wh;ch 91 650 gallons,-or apnroximat”lyﬂ
.‘37 per cent Was used in the fielas and 156“020 gallons, or approxi—
mately 63 per cent was used in the City of Goalinga. |
dence however shows that in t e month of Angust fhe use; f, 8
‘ in the City of‘Coalinga is higher than in almo t any other'mon'—
of tre yeer.. Conseouently, the percentage° ﬁhus est&bliShed are.
'mahifestly'unfair to the City of Coalinga.y;,iq}fyfﬁf““  

The Commlsa.on s nydrﬁulic department uved percenxage s
'of segregation baoed on the relative use of water during"the o
year 1914. It anpears that the percentage of water used'in the
‘oil fields is gradually decreasing, due to less active'de j“"
Cof the ;ields, ana that the nercentage of water used chargé

the City. of Coulinga is accoraingly incre sing. | mhe foilowing

table clearly snowo this sxtua*ion°f
—6- \




QLBIE NO. T.

Use_ of Fater im 0il Fielassenaﬁcityief“cagiiﬁgérggfgg«g;*

Fleld 1"‘zie1d*s PET if -cftx;LVf?;f]]"”“’
| ‘ cent of totel =L et

. 110 2, 1oo ooo bbls. . 59.77o51 ;
1911 1~4oo 000 ™ 53, a%gw~~
391z . 11407000 ™ 48.8%
1913 85431000 " 42 9%n;;=,
1924 o 8-B1 388, zoo o _56.47;F«'

| i It eppe ors from tkas te ble thet the use of weter 1n_the
‘oil'fdelds bes diminiched from 2; 1oo ooo bsrrels in 1910 to
 588 500 berrels in the first 8 months “of 1914 and thet tha*per-fﬁ
~oentege of weter used in tke ilelds hes decreased from 59;7% :f

~ the entire amount of weter pumped in 1910 to 56.47 auring_‘h

first 8 months of 1914. Likewrse it aopeers thet the pereentege;ﬂfj‘ o

pumped
of the entire emount of weter, used 1n the City of Coelinge hee

dincreased £rom 40. 57'in 1910 to 63.6o in tne flrst 8 months of Juzz:m.l'-‘._"’,"*?E

I the hydraulic depsrumen sstest is logically aoplied yearxby‘yea_, o

1% Will follow thet 1f tze use of Weter ior the oil fieldswshould
voease the Clty of‘Coallnge veuld be charged with the velue of‘th

- entdre oroperty nov devoted to. the aoint service of the field andm“,_;_

or the clty.r In view of the fact that more brooerty is devote jﬂgf:jf;
4o this. aoint service then would oe necessary 1f‘the City of”:t:rd”:\ ;

'COalinge-were alone served it seems clevr that an inaustice may,‘@f-
'bo done the cm:y of Coalinga 1€ ‘!:he 'ba.sia used 'b;y' the byd.:ra.ulic

deeertment is consmstently abplied. IF the Gomm1531on knewfthe

‘cost of =N su‘bstitute water system la.rge enough 't:o supply only the

Vneede of‘tbe Clty ol Coallnga 1t would be easrer to escertein th
value to be llowed for the 'orooerty used in the development of

‘ wster. ‘rnere 13 no evidence however on this ques ion _




After e cereful conelderetlon of the different beses
which nave Been suggested end of: the ev1aence concerning thfivaluf;
e:of tne nrooerty Jointly used I find as a. fect thet the enm of vv
“:'Q24 OOO OO reoresents et lesst & felr value of that proportion of
the Joint pronerty Wnlch is Justly chargeable to the Cmty ofﬂ:?*ffe
‘Coalinga’s use. | | i  ; i
Referring nOW to the velne o; the oroPerty of‘the
\.°1eesunt Velley Comoeny, the Comnlssmon s hydreulic department
'estlmates « cost to revroduce new the sum et $58“8?6.00 to whihh
. amonnt tbe deourt ent snggested tne adoltion of $1900 00 for working'ir
cepitel. As the entxre elntenenee end ope eting etnensee of | -

el Comp,ny ere only Sllgﬂtly in excees of $6000 OO per yeaj::f‘n'w :

seems cleer that the °1lowence for worLing cepitel is ixxng&x 1arge-[i*295

1y 1n excess of o oroper 1lowence. | | |

| ~ ”ne Weter Connenles eetlmoted the cost to reoroduce the
pronerty of the ?1eesant Velley Comnany at %72 524 OO.n Thie
totel however, incrﬂaes an ltem of $13 265.00 "for intengibles'
vhicn.were expleined to reoresent the 1osees of the Comoenyein th
c*eetion of -3 portion of its. business.i‘”he Coellnge Compenjfs
‘mensger. steted uhat tnls item ms simply en estlmate. Thi VCom
,miss on‘hes eretofore on eeve*ul occes;one seid thef the cost”of
‘ndevexooing the bueiness if *elleble evmdence is oresentedt}snou d
‘be eons:aerea end thet tnls cost sbould be talen,c re of e;ther 1n;-5
* retes high enough durlng the early steges ot the utility =F onera—‘ff?i;
tions to taze cere of +h:.s exvense Or by edoing the exnenae”to"‘dw
'cen;tol °ccount end ellow1ng & return thereon dnring snbseouent
_yeers. I tne nuem hes been fully covered in one O; thes'
elternetlve metho&e, 1t seeme cleerly erroneous to olaim :
: un&er tne other elte*native. Tbe ev;eence 1n these oroceedings
 showe’ theu on. Mereh 18 -1912; tne dlrectors o; the 9leesentﬂva

| ley c°m°“ny un&nimOUS1y udOPted 3 resolutnon es *ollows~t o

8-




"Resolved, thot whereas, +he assets of tnls corporation
are more tren seventy-one thousand dollers, and whereas, the
cesh received from the sale of 33,769 cheres of the capital .
stock outstanding to date is thmrty—four thousend onme. hundred
forty-elqht Sollers end f£ifty cents, end whereas ftte. a&altlonal
emount of such essets hes been esccuxmmletéd-from the: earnings
of tke Compeny,  which seid eernings instesd of having been. =
digtridbuted es o dividend to the. stockholders and then- after-
werds peid in by ssid stockholders for sdditionel capitel: stock
beve been deferred from said stockholders end heve gone into::
meing and other extensions, now, therefore, be it resolved

thet one sdditional shere of the: ‘cepital. stoch of ‘this corpo— ,gl,""’

retidn be issued to tke present stockholders for each’ share
of the cspltal stock now owned and held Dby them, and the..
~ president snd secretery of this corporetion be, end they- are
, hereby suthorized end directed to SO issue the seme forthwiﬁh.
.Lne aad.:.'blone.... capz’ce.l stock was aotually issued as
authoriveu oy tnls resolutlon.' n s resolutlon dleerly'shows ﬂ1a¢
in the au&gment of the Board of Dlrectors, tne eernlngs
| yeors 1909 to 1912 hud oeen igcess of 100 per eent of-the cash
svsctua¢ly pold fOr the outst_nding stock. In view of tnms condi ion
 it mnst be clear tnat suckh develooment e"renses a Were incurre
aurlng'tne :1rst yeers of the °leesan* Volley Company & nlstory
f.enave been more thon reoaid £rom earnmngs o the flrst fewiyear
- end tnet 1t would oe most wfeir to compel the rete nsyer ‘now to
agaln'pey sor these oosts by addlns to caoital account an¢;M f
--develmpment exoenses. _ ‘ ‘_ ‘ g o"' i' o
“ ~I flna as & fact thst fhe snm of %59 57o.00 is uei:

2. DE?QECIAEION7ANDfAmeerIzAéIomfoﬁvxsIESQ&j{”ﬁ”'

A reasonable almowenoe mast of course, be made for a

-~ deprecistion annnity.‘ This °110Vance Wlll be made on the'smnking

‘fund bssis.;‘-«:" l" | VHIH“' S" ‘"“ SR
'In ddlt_on to an allowance under this hea& the

nuter Come,nies c¢e1m an sllowance unqer the heed of amortization




1_ annnity amounting to 3.35 per cent ofg‘he-valne of'theui

;jmmao* portlon of uhe oil 1aud~ in tne vicinjt

"  to be developed. In my Opinion based fﬁ_"14

_ *is going very far‘to soy tnot tne City
cexist 10 yeurs ;rom date or even 15 or j;;éf

| “generul munager of uhe aater Compunies

"of the Coalinga Comuany that tne land in th
B nnder irrigation. Accoruing to th£s testimony, ev :,“ffr7a

vagricultural community.  ”he eviaence that th fCity will,be

‘in 0 years 1s contrary ’co otner W;aemg ’QQ ‘me effgg’g 1

'give but lit‘tle weigh‘t %o n. o | ‘
T find as a fuct that an llowance of $GOOO.OOW

annnm is ot least a falr an& reasonable allowance to b ‘made fo

v&enreclation annnity as offeoted by'ultimate amortiza Lo




TAZBIoE l\TO‘ II

Recei ts of T’leasa.nt;?a.llgy_ Fater: Compa:a}z
rom Water sSold . foxr Domestic
- :E*zxr'ooses'




"to receive, I flnd thot conszdering tne cfnditmon

"rate naid by tne Clty for ;1re brotection

w‘fvlaint Vnd the nnlicatmon éhould be &ismlssea.
| -12-.




I subait the following Zorm of order

“he above enultlea vroceedings bmving been conso~ dated

‘therein ana saia vroceedxng navinv been submltted and>bein

readv for decision,

thv+ in all other resneets the complalnt and the anplication erei

be and tne ‘seme are hereby alsmissed.,;ﬁlﬂ,“"

Tne ”o ng oPinlon:and order gre. hereby aonrovea:an&
’oraered ¢1lea as tne oPinlon end araer of the R 11road Gommission

‘_;of tne Stawe of Culifornl

Datea at Sgn Frunc:sco

Jcommissioners;




