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Cook, for defendant.

Honry P. Goodwin, City Attorney, for
City of Dropico.

BY TEE COMMISSION:

Defendant, as trustec for the bondholders
of Glendale Consolidated Water Compsny, is engaged In serv-
ing domestic water to the inhabitents of Tropico, Los An-

geles County, & city with a population of abvout 4,000, ad-

Jolning Los Angeleé on jhe north.

The vrincipel sllegations of the complaint are:

L. That dofendantts rates sre unjust and
unreasonavles
That it Loils and refuges Yo provide
ageguate eguipvment and facilities for

t“he service;




expense o0f providing
ining sald equipment and fa-

ities hove been and ore now collected
from consumers,
That inhabitents of Tropico sre entitled
to the freec use ¢of a portion of the flow
of the water rising in Verdugo Canyon, which
porvion 1s sufficient to supvly their needs;
That )

5. Jdefendant's reservoirs, mains, neters, pipes
and conncctions foxr serving sald watoer to the
inhabitante of 2rowico werc scqulred, con=-
gtructed and installed at the cost and ex-
pense 0¥ the inhabitents, as follows:

Distribution piveSe..cve.veses $28,000.00

eters and meter connections.. 12,500.00

Repairs and replacements for two

years, one and one~-half months

ending December 31, 1914...... 10,600.00

Fire hydrants, conneciions and

pipe service extensions provided

by vhe city et an expense during

the fiscal year ending June 30, :

1915, 0fieeeeteesecacanannnne .4:,768.00
That the Lahabitants "are owners of & pro-
rietary right to a yervetual casement in the
sald instrumentelities and equlpment and fa-
cilities * ™ * gsubject ornly *to the payment of
& service rate."

It is further alleged that nelther defendant nor

1ts vredecessor aas made any edditional outlay for the vurchase,

upxeey, betierment or maintenantc of the system other than at

the cosv and expense of consumers. The preyer is for an order

-




fixing rates and for furither rolief generslly.

The enewer alleges that defendant as trustee for
Glendsle Consolidated Water Company s the owner of all of the
proverty including water, water rights, pine lines, roservoirs
and rights of way formerly belonging to the latter company,
through »urchase at foreclosure sale on November &, 1912, part
of the proveriy acouired being the water system serving Tropico
gnd vicinity: thet its rates established by the city of Tropiee
are not sufficlient %o provide for malntenance and operation,
Gepreclation and iaterest on the value of the plant, but that
the city adopived an ordinance to become effective July 1, 19153,
which would reduce water rates about helf, and that 1t procured
a temporary injunctlon from the superior court restraining tke
enforcement of the ordinance.

It admits that consumers paid ac=-

tual cost of comnections in a few inglances, but claims to omn

such cormections; and.adnits that certain fire hydrents Installed

since July 1, 1914 by the city are tae property of the c¢ity,

evidently meaning the item of {4,7458.00.

All of the other allegations of the complsaint
are denied either dlirectly or indirectly, and the answer jolns
in the preyer to fix rates.

It is not clear froﬁ the complaint that the
water claimed by the innabltants Ils the zame as that claimed
by defendent. Suck o claim on behalf of the inhabitants was
sdvanced by complainants et the hesring, howaver.

Tropico adjeins Los Angeles on the‘north, and

-

nes & vopulution of about 4,000. The guestion of snzmexation 4o
vhe city of Loz Angeles ma the use of its aqueduct water nss
been agitated et times. The clty has also negotisted for the

vurchase of defendant's system. Tx 1914 & vroposition to issue




bonds for that vurvose was defeated by the voters. At the time
set for hearing the cese, the city of Uroplco, by ite City At-
torney, requested that the nhearing bLe continued %o Some future
to vernit the question of issuing bonds by the clty fof
x purpose to be agsin submitted to the volters. IV was stated
the vroverty, including water rights and water stock had
offered to the city at a tentetive price of {50,000. The
statenent was made with the undercvanding that the offer should

not be considered by the Coumission as evidence of value.

Objection belng made by compluinants to the proposed delay,

however, the tecstimony then available was taken and fwrther
hearing continued indefinitely. The city and complainsnts hav-
ing subsequently advised thet no further delsy was desired on
sccownt of the provosal to issue bonds, & further nearing was
held, the remaining testimony submitted, and the metter is

now ready for decision. The verties stipulated the following

On November 29, 1871, decree of partition wes
entered in the case of A. . Chepman et el. ve. Teodora Ver-
dugo et al., by tae district court of the state, vartitioning
4the Rencho San Rafsel, including Verdugo Canyon, and declaring
the waters of Verdugo Canyon appurvensnt to several parcels
of land sgperegating ebout 3383 acres. TFor the purposes of
the docree, the water was divided into texn thousand partis or
shares, of which 1046 wcrevdeclared by the decree apruritenant
to the Dreyfus tract, one of the parcels described in the fe~
cree.. The tract was subsequently subdivided into 10, 20 end
&0 screparcels by a syndicete composed of Watts and others.

the 1046 shares of water by deeds with the
The

subdivided lands were known ag wWatlis Subdivision. Most of the




City of Tropico is vullt uﬁon séid watts Subdivision and itvis‘almost
ont;rely used as residence property.

Subsequently the Glendsle 2ipe and Reservoir Compeony was.organizoa
for the purpose of providing pipes und equivment, and supplying water
to the tract. The corpdration did not acguire the title to the water,
but distributed it locally for the owaers. Subseguently the corporate
”nameé was changed to Tropico Water Company. A4S such, it purchased the
660 sheres of water of one Sanchez, & distributec mnder the decree of
partition axnd »nleced it on lends in its Rencho Sante Zulalia, below Tatts
Subdivision. Subseguently the system of Tropilco meter Company was ac-
guired by Glendele Concolicdated Tater Company, & corvorstion. There
were then 1721 slmres of wever swourtensnt to the lands of the district;
being 1046 sheres of original Dreyfus water: 660 shares scguired from
Sanchez, and 15 chares not traced.

Verdugo Canyon Water Compsny was organized about the time of the |
-partition of the land, ss & matuel company, with‘a cavitel stocx of l0,000v
shores, for the sole purpose of delivering water for the owners of the
ﬁater. It did not acquire titlie to any of the water and did not distrib-
ute 1t locslly. Its by-lawe orovide that only the owners of water in
the Canyon can become stockmollers in Tae corporstion, sad st the rate:

£ one shzre of stock for eack share of water ownecd. The capifal stoek
0f the company was end is divided into a5 many shares as there are shares
or darts 6f water degseribed in the decree of‘partifion. The stock 1s eos~
sessed regularly foxr ekpense of muintenance and operction of the system.
about cne-fourth of the lund described in the Jecree of pexrtition was
distributed thereby to lMescsrs. Ross and Thom. They xnever became stock-
holiders in Verdugo Csnyon ater Company dut they pay one-fourth the cost

of meintengnce and operatvion of the company's works, the other three-

fourths being paid by the nolders of the 7500 chares of issued stock. .
. ! 4

In practice the water of the canyor is cciuwally divided intoe 10,046

shures or perts through some crrorxr; and it is agreed no ono kmows how
the error origineted or where it is. It wes also stipulated that the
record im Applicaiion No. 938 hereinafter cited--belng épplication by
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City of Glendale to have the Commission Tix valuations on certain water

systems in +thet city chould be considered in ovidence in this case.
Icfendant hus8 ecguired title by decds to 1ll4+ shares oF the wa-
“er of Verdugo Cenyorn and holds 11144 shares of the capital stockx of
Verdugo Canyor VWater Company, evidenced by three certificatos in its name
on the bookxs of the company. Through foreclosure procecdings instituted
under deced of trust executed by the Tropico Walter Company and through &
deed and agreement with the trustee under a deed of trust securing the
veyment of an iseue of $650,00C of bonds of Glendale Consolidated Water
Comwany, the deleondent has succecded to the righte ol sald company in
sald water, water gtock and system, whickh duriag 1tz existence
rames. The purchase price at the foreclosure sale on November 5, 1912
was $27,000. The property is now held in trust by defendants es trustee
to manage and repay from the proceeds, first the {27,000, and then die-
v0 the bondholders of Clendale Consolide-~
ted Veter Thne system was formerly operated by Glendale Con-
sorlidated Water Company as part of & gystem or sysctems overated by 4t in
& group of municipalitice in the immediute vicinity of Trovico. The other

"

portione have been disposed of and that now under conslderation is
practically all that roemains.
hed by ordirvunce of the City of Tropleo of~
for certoin f£lat rates and for meter rates,
a3 follows:
$1.25 montily ninlmum for 800 cubic foet or less.
Q.07 per LO0 cublc feet oxcess.

On Mey 25, 1915, the City of Zxopico passed. Qrdinance No. 103,
cectoblishing rates effoctive July let, 1915. The meter rates cstablished
thereln are es follows: : ,

w0a 75 monthly minimuwn for 800 cubic feet or less.
0.05 per 100 cubic Leet oxcess.
Delfendont oblalned o temporary inJunction from the superior court, waich
inJunciion is still in force, making the new ordinance nonoverative.
The oporating reveaues collected under the rates in offect for
',

vae lact two years with operating ecxpenses shown by the bocks of defemdart

are.




1514 1915

Operating Revenues, $Le276.47 $14873.25

verating Expenses and Taxes, 64:53.62 6263.74

~

Considersble additlional expense hac been occaslioned

by the sdoption of sn ordinunce by the clty. regulring defen-

dant 4o maintain & local office in Tropico Lfor billing, meter-
ing, reading end collectfing. The bookkeoping is done by de-
fendent et ite Loz Angeley office, the charge for this ser-
vice having been $40 and $3C per month during 1914 and 1915
respectiively. The bookkeeping expense 18 probably less than
18 it werce dome in Wropico. During the convinuance of the

foes of the Trustee and its attorneys will prodvadly de
ellowed by the courts or by agreement between the parties to

No exoressy charge Lhaes been made for legdl or axecs-
utive expense.  1i the property were sdminlstered dilrectly,
guch crarges would probvanly ve Tound necessaly.

The company hes charged off $5500. each year for
depreciation dut has made no statement as 0 how this sum was
found. The Commission®s eaginoers estimated that there should

r for depreciation fund the sum of
uted by the sinking fund method or $2267.46

tralght line method.

gefendant, as follows:

FTotimeted cost new lese depreciatioBe..... 554,401.40
18 miner's inches minimum flow of
) water at 520C0. ver inet...... 36,000.0C
*1114% shares of Terduge Canyor Weter Compeny stock
B E2e00. it iee e aaanaae  2,228.0C

Total deprceleted COSY MeWiiaerveeovraenee TS 02740




*Defendant vaid $10. ver share for S1 shares of water pive
gtock bought in 1914.
An ayoraisal of the physical properties was

presented by the Commission's engineers, as follows:
Tetimated cosv new of resl estate and
eguUiNMenleceeascencnsencacens o 67,545.00

Denrecleted 08T NEW.eeeinececrecennee 49,709.00

Thece figﬁres 6o not include . weter pipe stoclk
or watelr rights.

The Commiscion's enginecrs investigeted the
vipe system very carefully, and srranged sgeveral conferences,
in which all tke data vossible concerning the age,of_variou§

- gections of vipe was secured.

cludes & certain non-operative viece of land held as &

nrospecuive reservoir sitve, and services and meters.

1

The following table shows s comparison of » .
cppraicals mede by Arthur Campbell, defendent's superintendent,

snd by the Commission's ongineers:

ISDIMACRD CO8T JEW | ESTINMATED COST IZW IESS IER
O(by;ptra¢5n ~line mfkhod.
Company Supnvi Com. Lngrs. | Company Supt ) Com, An<rsS.

Piudie

\y

w7700 %7220 %7700 37220
3uildings 1171 670
well and Shaft 980 634
2umping equipment 4 ) 2656
Qronsmlssion pipes 6662
Regervolr , 6150
Distridution system 25224 5 19594
Services 4580 - 3677




| RESTINATTD COST ERY (RSTDMATED COST WREW LRSS
{ IDEPR. (by straleht line metkd
{ Comvany suot.{ Com. =nercs. | Commany Supt| Com. Engrs,

Brought Lorward 57837 $58600 & 4143

Xevers 8483 8305 - 6388
Tcols, ete. 270 338

Stoekx on hand

Sub-tot&l. e o aoea

Yater Stock

water rights 356000

GBAND 20TALS....3104758

From the cost of onysicel vroperty uvoa which an interest
return chould be allowed we will eliminate the prospective reser-
voir cite, appreised st 01340, as not yet useful in the sys
vnen vut to usge its volue nay be added. Approximately helf the
services and meters now in place were installed ot tho expense
o +the consumers, at Sl15. cach.

Xo testimony wes oflored showing that any portioné of the
dlstridbuting pipes, repalrs ond replacements wore paid for out of
rates, nor installed at the cost of the inhabltants, nor showing the
anounts invested by defendant during the time 1t has oversted the
property. No testimony weae olfered tending to show voor ser-
vice or & refusal to provide adecuate eguinment or facilities.

The investigation dy the Commission’s engincers did not aisclose




service or inadeguacy. From the dats showlng the age
" 4he various parts, it is apparent thaet little money hss
been invested since the Foroclosure. Fire hydrants are not
¢lalmed Ty defenéant as vart of the system, and they are not
included in elther veluation.
The' record of water deliveries msde by defendant
were examined by the Commission's engineers and the result
presented at the hecring shows that the proportionste use of

woter 1is oo Jollows:

e

than GOO cu. f£v. ver wonth.

600 and less than 800 cu. ft. ver month.
800 and less then 1,000 cu. f£t. per month.
1,000 and less than 1200 cu. £t. per month.

1200 cu. ft. per month

The totel quantity used in the Tropico district during 1915 was

soproximately 8,300,000 cu. f%.

In Application No. 236, by vhe City of Glendule to

fix & value for the purchase of certain properties it was de~
termined by thc Commission that the safe ylield o depen&able
flow of water in Verdugo Canyon was 155 miner's inches.(7ol.

4, Ovinions and Orders of the Railréad Commission, ». 101l).
The agsrliler determination of the quantity of water flowing was
vased nu evidence of flow for ihe previous ten yesrs,and the
amount determined wus the lowest monthly aversge flow for the
year 1913 which wee recognlzed as a very dry yeer. The undisz-
puted evidence &t the hearing herein shows that the low {low

for 1914 snd 1915 was sbout 200 miner's inches. Using 155 miner’s

’




faches a8 m vasis 11144/10,000 of the flow ol the canyon
(for wileh defendant or itec predecessors in title recelved
ceds from individual land owners) would be equivalent to
17.7 miner's inchec.
Complainants advence the thedry that o ulility
make revairs at its own expense, Such expense to become
pers of ite capitel on wiich 1t is entitled to recelve an
adeguate return in rates. Unéer their theory the invested
canitel would be continually incressing, and eventually would
become Several times the actuel value of the olante An
aleguate return uporn the lnvestment would then produce sn un-
reasonsble rate, outv of & DTOT ; to vhe wvalue of the
service. Repairé and other expenses for malntenance of tiae sys-
tem ore o warv of overating éxpense. ion sdditions
ant betitorments slone constitute oroner basis L{oxr lncreace

in capital. Replacement is provided for through allowance for

e deoreciation fund. The aporalsal of property and the considera-
%

ion of maintenance and opecration expense by the CommissionTs
engineers herein, conforms to the sccounting methods established
by tre Commission, founded wpon the sbove principles.
omplainants urge theat the waver declared by the

decree appurtenant to the Dreylus Tract, Ddecsuse of that clrcumstance,

t
could not be uscd on other land. Yet, they showed that the Watts
gyndicate, long after the (ecree, purchesed the Sanchesz watcf from
+he lend to which 1t wag co declared appurtenant and put

1% upon %he vurchasers lends Iin Rancho Santa Eulallia tc which

it was by ther declared gppurtenant. Evidently thece water rights




could bo sepecrated from the lands when found expedient.

Towever, it iz apparcnt thet quite generally the water originale
1y used ir Tropico for Ilrrigation Is now used there for |
domestiec purpoces.

I% wee ollecged by the complainantc thet the
pumping equipment wes more necesgery for providing outside
consumers witz water than 1t wig to increste supply, in
veriods of shoritage, to the inhebitente of Qropico.
pumpine plent 1l operated some six weeks every year. e
doubt the wisdom of climinating the pumping nlant, if thet
werc possidble, and would anticipgge many complaipts during
reriods oIl drought without such/auxiliary.

Complsinants urge thzt the value ol the system
for fixing rates in any event does not exceed the 287,000
ra or it gt the foreclogure ssle. It shouwld be rememdored
in this coxmmeciion that while that sum represontcd the .dedt,

e

ntorcst snd cogts scecrued, it did not nooessarily.ropreson‘t

sne azount waich the plent might have old for at forced sale
wrior orlinary circumstancesS. 3ut for the agreemont by wkich
they are < re in the proceeds of s subsequent private sale,
+he hondholders would vrobably have hecn pidders st the fore=~
closure sale. It was not neceszary Lor them to bid to protect
their interests, as dhey were already protected by the sgrecment.
Defencant holds the meired logel title in trust for the bond~
rolders who already hove suifered a heavy loss. Basing rates

on & supposed value evidenced only vy the‘fixed orice vid wnder

-

the property in the congideraiion ©

tnese clreumstances would improperly depreciave the valwe of
T

-,

o prospective purchaser,
thus destroying & large »art of its actual value in the hends

o the beneficisl owmoers.




It is unnecesczary to discuss the ownersaly of the plant
or water rights further thaen hes deen done incidentally herein;
or to make findings on the subject. |

In considering rates which will procduce on adequate
provision for maintenance wnd overation of the system and return
rpon the provervy we esvimate that the net revenue for the current
year, basgd woon water use Zor 1913 at the rates provided in the

rder, will be as follows:

Operating YEVeNUes « « o o« o o o & o $12,750.00
Meintensnee and operation. . . {i6360.

Sinking fund for devreciation. 1270.

| 7,650.00

Net operating revenue. . . . % 5,120.00

Increase in revenue in 1915 over 1914 was approxdimete=
ly 3% and this ineresse will ovrobably continume. Some cranges in
vater use may rosult Ifrom the new rates. It is believed, however,
they will provide fully for all proper expenses of the systeﬁ and
for an sdequate reiurn upon “he reasonsble velue of all of the

proverty, ineluding the right to divert and distridute water.
ORDE B

M. M. ESERLMAN et aol. heving complained of the
service and ratec crarged and collected by defendent, as trustec
for Glendale Consolidated TWater .Compuny for water served to the
inhpbitants of tke c¢ity ol Tropico for domestic purposes, sud
defendant having filed Ite answer, and Joined in the reguest 1o
fix rates,

AND A TUBLIC BWARING of the case having been held,

the Commlssion dces nereby find ac facts:




(a) That the s8id rates, in o far s they
@iZfer from the rates horein found to be reason-
able, are unreasonelble and uwajust, and the rates
nereinafler set out are Leredy Tound %o be Just
end reasonable rates Lo be charged for the 4is-
tridbution of water by Title Guarsniee & Trust
Company to its conswmers:

(b) Thet i1 kas not fuiled or refused %o
provide adeguate eguipment and facilities +or the
cervice of watler:

(¢) Thet the plant and cystem were
structed by consumers or ot their expensoe:

(d) That fire hydrenis of the original cost
of {4758 were insiulled by the city of ropico at

its cost and expense.

order on the foregoing findings of

fact, and the findings Tacy in the above axnd foregoing opinion,

IT IS HYREBY CHDERFD that defendant, Mitle Guarantee

& Trust Comnany, be and it is hereby directed to establisa and
to file with this Commiscion wiilhin twenty days from the date of
this order the following schedule of montaly rates to be charged
or serviece of waler to the inhabitants of Tropico and vieinity,

Q=wit

Monthly Meter Tates.

Mindmum, Including first 400 cubic feet 75¢
Jext 1800 cu. ft. vor 100 cubic feet 104,
Uze in excess of 2000 cubice feet, per
100 cu. ft. é&¢.
dunicipal use for sprimkling and fluching
sewers, per 100 cublc feet 6¢.




corvice §75. ver month for the hydrants
In service April 1, 1916. Addivional
hyérants 50¢ per month cach.

rates in cftecv April 1, 1916 unchanged.

Dated ot San Francisco, Celifornian, this :2 ’4L74;ay

of April, 1916.

commissioners.




