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To the Matter of the Application )
of LTAXE EEMET WATER COMPANY, a )]
Corporation, for an oxder estab— ?
)
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lishinglthe rates to be charged Application No. 1842

and collected by 1t for water
sold in the County of Riverside,
S8tate of California.

Osocar Lawler, James E. Degnan, W. A. Puxington,
Hugh E. Craeig and Williem M. Collier for
Lake Hemet Watcr Company.

E. E. Xeoch for Water Users.

Hansaker & Britt, by Josepkh L. Lewinsohn, for
protegtant Claude M. Eexrt .

E. 8. Dukes,; City Attorney, for City of Hemetl.

BY THE COMMISSION.

CPINIOCDN

TLeke Hemet Water Company esks the Railrosd Commission
to make its order establishing Juet and reasonable rates to be
charged by petitioner for water sold for irrigation and domestic
vurposes in Riverside County, Celifornie. Petitioner contends
that the revenue derived by it from the sale of water is insutl-
ficient to pay even operating and maintenance expenses. Petition=-
er asks thet the Railroad Commission estadblish rates which will
pay operating and maintenance expenses, provide a depreclation
annuity and yield a reasonsble return upon the fair value of
the property.

The potition hervelin alleges; in effect; that petitionor
18 8 Celifornia corporation; that petitiomer 1s the owner of the
Leke Eemet Water syatem in the County of Riverside; that ever
since its incorporation petitioner hos been and now'is ongaged
in the business of impounding, collecting, distriduting and

selling water for cowpensation for irrigation and domestic pur-~

poses and that petitioner 4s a public utility; that. the total
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ares of the territory to whick petitioner's wster hag been dedi-
cated i3 approximately 7,000 scres and that the total ares now
being served with water by petitionmer is 5,565 acres; that the
area t0 the service of which petitioner's water has beexn dedicated
iz, 1in general, déscribea as the Frmncisco Estudille Tract, in the
San Jacinto Valley, in Riverside Comnty, a portion of the acresge
now or Formerly owned by Hemet Land Company adjoining the Estudilloe
Tract on the ecast and ceriein lands of Falrview Lend & Water Com~
rany edjoining Hemet Land Company’s lands on the east:; that
petitioner is charging the rates for water set forth in Exhibit
"B" gttached to the petition; that the totel revenue derived by
retitioner from the sale of water during the two yesrs commencing
Januery 1, 1913, was §71,931.04, and that the ¢ost of operating
and maintaining petitioner's system during the same period, with
8 reasonable allowance for depreciation snrmuity, was approximstely
$102,704.96; that the present value of petitioner’'s water system
is $600,000.00; and that at present rates, petitioner is ammually
incurring a loss in the overation of 1ts water system.

Potitioner asks that the Raillroad Commisst on mslke its
order incressing its rates so as to yield to petitioner & falr
return over and above the actusl cost of operatlion, maintenance

and depreciation of its water system.

Approximately Z00 consumers of water of Lake Hemet

Teter Company Jjoined in ez answer and protest against the graht-
ing of the vetition herein. These consumers allege that the
Rsilroad Cormission hes no Jurisdiction in this vroceeding, for
the ressons that petitioner herein is not a public utility,

that the water Pfurnished by setitioner has not been dedlcated

to public use but is supplied te these consumers solely under
private contracts, snd thet the establishment by tke Rellroad
Cormission of rates hereln would smount to a taking of the
property of these consumers ond an Impsirment of the obligations
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of thelr contracts in violation of well kmown provisions of the
State and Federal constitutions. These consumers allege that
retitioner herein wes organized and has alweys .been and novw is
controlled by the game stockholders who own and control Hemet
Land Compeny, o corporation which acquired in excess of 5,000
acres of land in 3ean Jacinto Valley; that the purpose of peti-
tioner always has been to supply weter for irrigation and domes~
tic use upon the lands of Hemet Lard Company at the cost of oper-
ation and maintenance of the weter system; that each consumer is
the cwner of a portion of the land sold and conveyed by Eemet
Land Company and 8lso of o certificate of water right sold by
petitioner herein in connection with tho sele of .said land by
Hemet lLand Company; that each water right certificate specifies
& rate for which petitioner aas agreed %o sell water to the
holder thereof, which petitioner now asks authoxrity to incresse;
and that by the purchese of said lend and water right, eackh con-
sumer has become vested with an ezsement end right in snd to the
weter and water system of petitioner herein.

Subsequent to the filing of their answer end odbjeotions,
said consumers of vetitioner f£iled an amendment to their snswer
alleging that by the purchase of their respective parcels of
land each consumer became the owner of a portion of the Rancho
San Jacinto Viejo, which rancho 1s riparian to Sen Jacinto River,
and that to each parcel of larnd thus purchased by these consumers
there was at the time of each purchase and now is attached a
riparien right in the weters of the San Jacinto River and an
appurtenant right of way for the construction and operation of
an irrigetion ditech from each sald varcel of land to said river
and & right to receive frox said river watexr for the irrigation
of such land. The consumers allege that these riperisn rights

were preserved and secured to each parcel of land by the decree

in partition of said rancho entered on November 22, 1882, in the
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Superior Court of S Diego County, in an action entitled

¥. F. Bouton vs. Miguel Pedrorens, and that petitioner by means

of 1ts wator system is delivering to eack of saild consumers
the water to whick they sre entitled as owners of land to vich
gald riperian rights are attached.

¥r. Claude M. Hart,. an owner of land in the Fairview
Tand & Water Company tract, slsc £iled a protest, which protest
will be referred to in more detail in the decisioxn this day being
rendered in Application No. 1843, Fairview Land & Water Company

and Lake Hemet Water Company.

Public hearings in this proceeding were held in Hemet,
Riverside Comnty, on Jamuery 14, 15, 17, 25, 26, 27 and 28, 1916.

At these hearings it was stipulated thet the evidence in this
proceeding and in Application No. 1843, being a proceeding in

whick Feirview Land & Water Compeny asks authority to lease cer-

tain water rights. sixmtimrcrrepecty €0 Lake Homet Water Company,
might be taken together and that g1l the evidence presented might

be considered, in so far as material, in each of these two pro-
coedings. Briefs have been filed and this proceeding is now

ready foxr decision.
The subject matter of this opinion will be considered

noder the following heads:

I. Jurisdiction.
1. Public utility.
2. Dedication of water.
3., Constitutionsl rights.

II. Rales. _
1. ©Petitionexr's system-~blstorical and physical. .
2., Pregent rates.
3. Tinsncial result of petitioner's operations.
4. TRates proposed by petitioner.
6. Valunetion.
6. Deprecistion annuity.
7. Operating and maintenance exponsos.
8. Rates herein established.




I.

JURISDICTION,

The constmers nerein urge that the Railroad Commisszion
hes no Jurisdiction for-apzumﬂinutxg the following reasons:

(1) Thet Leke Hemet Water Company 1s not & public
atility.

(2) That the water sold by Lake Hemet Watex Company
to the consumers hereln has not been dedicated to pubdblic use.

(3) That the establishment of retes herein by the
Reilroed Commission would violate the conmstitutional xrights of
the consumers.

‘Bach of these contentions will now be considered.

(1) Public ntility.

The consumers concede that in so far zs the supply

of domestic water to persons other than the holders of watex

is
certificates XM concerned, vetitfoner is & pudlic utility. The

consumers, however, urge that Witk reference to the water sold
by petitioner to holders of water right certificates under con-
tract with the consumers or thelr predecessors, vetitioner is not
e public utility.

Lake Femet Water Company wes incorporated on Jamexy a2z,
1887, under the laws of this State. The purposesfor which peti-
tioner was organized sye stated in its srticles of incObrporation
to ve ez follows:

nmo ascquire by purchase end sppropriation watexr and
water rights, ard to develop water, and to use, hold and
enjoy the same, and all eascments appurtenant to such
righte, and to acquire sll other and further easements
necessary for the storing, convenlience,xmk use, sale Or
other dispossl of such water in the County of Sen Dlego
and elgewheore in the State of Californis; and to construct
dams, reseorvolirs, flumes and ditches and other condulis
for the storage and distribution thereof; and to supply
the inkevitents of the towns in San Jacinto Valley with

pure weter for domestlc purposes.”
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Pursuant to these purposes, peiitioner acquired cerxrtain
water rights and constructed 1its water system, as will hereinsfter
arpear in greater detsil.

¥r. W. F. Thittier, who was one of the incorporators
of Leke Hemet Water Company and is now its President, testified
with reference to the company's policy from tho outaseX, as follows:
(Trapseript, p. 187)

"It was our policy after bringing the water down

from the mountsins in pipe lines and ditches to develep
this valley and to sell it to everyone that wanted water."

Mr. Whittler further testified that this policy wes carried into

effect and 1s gtill pursued.

Regolutions adopted by petitioner’s Board of Directors,
from time to time, provided for the sale of water to all persons
desiring to purchase the same and the establishment of retes,
rules and regulations.

In 1887, petitioner established the first of its
three forms of contracts for the sale of water.

In 1890, petitionexr tapped its four inch pipe line,
nede connections witk the pipe line running into the town of
Hemet and turned om the water for sale in the Town of Hemet.

Oon June 12, 1890, petitioner's Board of Directors
adopted a resolution providing that the company "will supply
tke inhabitants of the Town of Hemet with water for domestic use
for opne family and the irrigation of ome 50-foot lot at a monthly
rental of one dollar."

In 1890 snd 1892 vetitioner suthorized its manager to
gell water to Elsinore Irrigation District and San Jacinto Estate,
Limited. These transactions, however, apparenily were not
consummated.

On September 7, 1892, petitioner’s Board of Pirectors
ectablisked rates for the sale of water to flour mills, stables,
blecksmith shops, saloons, bearding houses, hotels, resteurants,
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gtores and awolling houges.

The tostimony shows ithat petitloner tasz continucusly
been prenared (o sell water for bota irrigation and domestic
purpeses to all porsons willing to pay its establichel rates.

Petitio;er sdopted rules and rogulatiozms ZLor the sale

for irrigeticn and domestic uses, whickh rﬁles were
and distrivuted t¢ I1ts conswmers, ond relerred to in
nse. Petitioner's business has grown
2ron its initisl supply of domestic water (o the first inksbivants
02 weaat 1s now the Town of Hemet until in 1915, as shown by
petitioner's annuel report for tho year ending Decemder 31, 1515,
on file wita the Roilrood Commicazlon, petltioner sold water
through 85 meters for ilrrigation, 481 meters for domestic usge,
2ive meters for menufociuring emd power exd six meters for pubdblie

use. During the Ssme year vetitioner sold weter measurdéd through

other devices for the lrrigation of 5,554 sacres 02 land.

Avproximately 2500 poople, including spproximetely
1500 in %the Towm of FHemet, rely upon netitioner's system as taeir
sole source o water.
Potitioner has filed its rates, rules and regulations
ith the Rallrosd Commlission, nas kept its books 0L sccount and
s in eccordance with the directions of
1lrosd Commission srd has in &ll other respects complied
1tk the rules and regulations o2 the Rallroad Commission.
Detitioner ic a water company incorporateld under the
laws of +his State. It ic the owner of a water system and In
control o2 waters which 1t sells for compencation. Tor more than
25 yeers, petitioner has boen engeged in the sale 0L water t0
the entire public on the land to the service of which petitioner
hos dedficated 1ts water. Petitioner nas fixed gand enforced
retes, rules and regulstlons for the service of water for irriga-
tiom and domestic purpoces and to thae Town of Temet for public
purposses. Witaout objection from any consumer, petitioner has

submitsed iitsell entirely 40 tagpiuricdiction of the Rallroad




Commigston ever since the effective date of the Public Utilities
Act.

Undexr the provisions of Sectfon 23 of Article XIT of
the Cozstitution of Californie and of the Public Utilities Act,
and of Chapter 80 of tho Laws of 1913, there cax be no reasonable
doubt with reference to petitioner's chaéacter. The evidence
lg clear and conclusive and we expressly Lind that Lake Eenet
Weter Company 1s a public utility and subject to the supervision
and regulation of the Rallroad Commission.

(2) Dedication of water.

While sadnmitting in their brief thet petitioner has
made a prime facie showing that it ig a publié utility, the
congumers earrestly urge that the water distributed to them dy
vetitionexr has not been dedivated to 2 pudblic use.

This water was acquired by petitiomer partly by
sppropristion and partly by rurchase of the riparian rights
on San Jacinto River.

As shown by the notices of appropriation, the waters
approprieted by petitioner were claimed "for domesitic and irriga=-
tion ugea and for sgricultural and manufacturing purposes and
also for the generatior of mechenical asxnd electricsal power and
energy.” The evidence shows that petitioner has been willing
to gell this water to any verson willing to pay for it within
the genersl area to the service of which the water has been dedi-
cated, being substantially the Francisco Estudillo tract in tkre
Sen Jacinto Valley, the Hemet Land Company tract adjacent to the
easgt, and certain lands 02 the Fairview land & Water Compeny
adjacent to the east of the Eemet Land Company's tract. The
lands of all the consumers herein are located in this general
ares.

The consumers herein urge that they are entitled to

water, under riparian rights, from San Jacinto River and that

petitioner has been selling water to them, in recognition of
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this right, at the mere cost of opersting and msintaining its

system. All of the lands of the consumers herein are a part of
the Remcho Sen Jacinto Vielo, & Mexican rancho, partitioned in
1882. By the decree in partition, all these lands which theroto-
fore hsd been riparian to San Jacinto River, had their riparian
rights reserved and access to the streanm prese:ved by explicit

provisions in the decree. The riparian rights of the allottees

Ware oonveyea; fogether with the land, dy the sllottees to Mr.
Weittiexr and his assoolates. These same men purchased other

rights to water in the Sam Jacinto River, whioh had beexn appro-
priated by third perties. These men were themselves tho owners
both of the lend and the water. They theresfter sold the
land, in smell parcels, but none of the deeds of conveysnce
rurport to convey any riperisnm rights. None of the parcels of
land now owned by the consuners herein abut upon or extend to

San Jacinto River.
The case soeems to be covered by the rule enunciated

ir Ansheim Water Comvany vs. Fuller, 150 Cal. 307, 331:

"I? +he owner of s tract abutting on a
stream conveys to another a part of the
lend not contiguous to the stream, bhe thore-
by cuts off the part so conveyed from all
participation in the use of the stream and
from riparien rights therein, unless the
conveyance declares the contrary. Land
thus convoeyed and severed Lrom the stream
can never regein the riverian right, al-
though it may thereafter be reconveyed to
the person who owns the part abutting on
the stream, g0 that the two tracts are
agaln held in ono ownership.  (Boehmer v.
Bigz Rock C. I. Dist. 117 Cal. 26 (48 Pac.
9655; Alte lend Co. v. Hancock, 85 Cal.
229, (20 In. St. Rep. 247, 24 Pac. 645);
Tux v. Baggin, 69 Cal. 424, (10 Pac. 674)
Tatkins L. 0. V. Clements, 98 Tex. 578,
TIOT iAx. ST. Rep. 653, 86 S.W.738, 835);

2 Farphem on Waters, 1572 sec.463a)."

From 1887 until 1916, no claim, in so f£ar as the
record discloses, was made on behelf of any consumer of water
from petitioner herein that hils service was to be rendered in
rocognition of his right as & riparian owner. In this very

-1




progceeding, counsel Zor consumers stipulated that their owner-

ghip of water was founded upon their purchase of water right certi-
ficatens from petitioner herein. This stipulation excludes the
posaibility that the rights of these consumers are based upon

their ownoership of land which was formerly part of a larger

tract enjoying riparian rights.

Ve are satisfied from the evidence hereln, not merely
that petitioner iz a public utility, out also that all the
water owned or controlled by i% has been and is now dedicated
to public use.

(3) Constitutional rights.

The foregoing analygsis would seem to indicate clesrly
that there is no nerit in the contention of the consumers that
the establishment of rates by the Rwilrced Commissionr herein
would deprive them of thelr property without due process of law
in violation of Séction 14 of Article I of the Constiitution of
this State, and of Section 1 of the Fourteenth Amendment te the
Federsl Constitution.

The consumers furtner nrge that the estadliskhment of
rates herein by the Rellroad Commission would impalr the obligations
of their contracts with petitioner, in wiolation of Section 10
of Article I of the Federal Constitution.

That every public utility .which enters inte a contract
for service to a consumer does 8o subjJect to the reserved power
of the State to aiter or amend guech contract in the exercise of
1ts power to supervise and regulate public utilities 18 clearly
6gtablished by the auvthorities. We refer to the following

* decisions of the Reilrosd Cormission and to the authorities
therein cited:
. In re lurray and Fletcher (Vol. 2, Opinions and Oriers

of the Railroad Commission of Californias, p. 464); Town of Ukiah
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vS. Snow Mourtain Weter and Power Company( (Vol. 4, Opiniona

8nd Orders of the Rsilrosd Commission of Celifornis, p. 293):

Town o Sausalitc vs. Morin Water and Power Company (Vol. 8,

Opinions and Orders of the Railroed Commission of California,
Pe 252)e

Vo are satisfied, after a carefnl review of the objections
urged by the consumers herein, that the Railroad Commission has
Jurisdiction in tris proceeding and that it is our duty to Proceed
and to establish just and reasonable rates %o be ctarged by

vetitioner.

II.

RATES

l. ZPotitioner’s sysicm-e- ~ historical amd physical.

Potitioner’s weter system comsists of weter shed lands,
the Take Eemet Reservoir on the South Fork of San Jacinto River,
diversion works at four points of diveraiom, tranemission mains
of riveted steel and wood rire, woeden flume and lined &itch
and & distridbuting system of wooden amd concrete dlume, concreote
and riveted steel pipe, all msed in the delivery of water to
wholesale and irrigation conswmers. In addition, petitioner
Owns and operates a separate system with a gseparate diversion
for the distributior of water through riveted steel snd standard
gcrow pipe t0 domestic comsumers.

Leake Homet Dam was originally Planned for a height of
150 feet. The grestest height/ which petitiorer hag any definite
plan for raising the crest is 137 1/2 feet. The present height
PL the dam 18 122 1/2 feet.

weter turned out of Lake Hemet flows for several niles
dowz the bed of Sem Jacinto River and is thenm diverted into
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the transmission system at e point on the Norith Fork of Sen

Jecinto River, & few hundred feet above its Junetion with Straw-
verry Creekx. At tals point there i1s a conecrete diversion welr

end cend box. The waters of Strewberry Creekx are likewise diverted
8 few hundred feet chbove the Junetion point and sre carried into
the same sand box by s Llume geross the Souta Fork of %he Ssm
Jecinto River. TFrom the points thus indicated, a distributing
system, aided by a2 reservoir of about 2406 nirer's inch days
cayacity, convoys the water to tae irrigation end domestic aree

in Sen Jocinto Valley.

In the operation of its system, vetitioner for more then
15 years tas hed the control snd use of 17/20%hs of the water of
the North Pork of +the San Jecinto River and Strawberry Creek
under egrecments with Pelirview Land & Tater Company, the owner of
guch weters.

48 o g equel to thae demand, vetitioner
supplieos to it omers free flowing water from the North Forx
0f the San Jecinto River, Strawberry‘Creek end tast portion of
the South Forx of the San Jecinto River whica 13 below the di-
version point. Then the supply of water in the river decrcases
iz volume, generally sbout July lst of ecsch year, the sborage

-

suoply of Loke Eemet is released and suvplements the decreased
sumnmer 2low o the river and its branchnes.

Leke EHemet Water Company cleims tae owmmership of
494 miner's inches of water and Fairview Land & Water Company
“he ovmersiiy of 181 minexr's ixctes. Under the decision of the

-

Supreme Court of Californias irn Copeland, et gl., ve. Peirview Lend

& Veter Commweny, 165 Cel. 148, the vurchssers of land from Failrview

Tend & Weter Compeny ore omtiiled o the use of 3/20ths of the wetor

controlled by Fairview Larnd & Vater Company.
Teter was first sold by petitioner in 1887 for domestic
use in waat is now the Town of Zemet. From 1887 wntil 1895

weter was supplied extirely from the
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San Jacinto River and its tridutaries.

Work on Leke Eemot Dam started on Januery 6; 1891,
snd the structure wes completed inm 1905.

The territory served with water by petitioner and the
number of consumers of various olasses have already heen
refexrred to.

Mr. W. S. Post, testifying in behalf of petitiloner,
prosented petitioner's Exhibit No. A=~20, in which exhibit Mr.

Poat resches the conclusion that the safe yield of petitioner's

systen is 161,000 miner's inch/@%ﬁgaually; or 6376 acre feet, de~
livering 725 miner's inches during the irrigating season.

2. Presont rates.

Potitionexr alleges thot its rates now in effect are
a8 set forth in Exhibit "D" attached to the petition herein.
These rstes are as follows:
IRRIGATIOX.
(2) Contracts covering 69.36 scres at the rate of
f£ive (5.00) dollars por acre per year.
(v} Contracts covering 5874.77 acres et the rate of
two (2.00) dollars per acre per year.
(e) Extra irrigating water, at the rates of 10¢, 25¢ and
50¢ per Californis miner's inch for ell water nged in excess of
emounts allowed mnder contracts at various times during the yeax;
the 10¢ rate eprlying when there is a large over-sbundenze of
wator: the 25¢ rate applying when there is an sabdundance of water
jmmediately preceeding the openlng of the irrigating season April
14th; and the 50¢ applying during the irrigation season of two
rundred and fourteen (214) deys.
(e) Pive (5.00) dollars por year for one family, using waler
under regular. contrasct to The amount of twenty-seven (27) oubic
feet per day. This five dollar rate is peyadble for the five
13-




noz~irrigating months beginning November 15th of each year and
extending to April 15th of the following year. Under these
contracts domestic water to the extent of twenty-seven(27) cubic
feet per dsy during the irrigating season of seven {7) months per
Jeaxr, is furnished free oL cost.

[b) For those msers under contracts; where the smount umsed is
in excess of twenty-seven (27) cublc feet per dsy, at the rate
of 3¢ per ome rundred (100) cubic feet for all excess water umsed
in each month.

(c) TPor certein consumers who have surrendered water certifi-‘
cates and wslved their right te irrigation water thereunder,

thelr
for purposes of subdivision of, lasnd, at the rate of $1.50 per

month, for a quantity of water not exceeding 27 cubic feet per

day; end 3¢ per 100 cubic feet for all water used in any onme
month in excess of gaid 27 cudbic feet peor day.
(&) TFor certain users of domestic water who retain their regulsr
water cortificates, tut have Installed additional domestic
connections,--at the rate of $1.50 per montkh for such additional
connection, for a quantity of water not exceeding 27 cubic feet
ver day, end for all water used ix excess of sald 27 ocubic feet
vor day, at the rate of 10¢ per 100 oubic feet for suck excess.
(e) For certain consmmers who hove been supplied with domestic
weter for lands not under water certificates, at the rate of
123 per 100 cubic feet streight, witk o minimum charge of $1.50
per month.

Potitioner sells water at wholeszle to Hemet Town
Company for $320.00 per year, which company distridbutes to a
lerge portion of the domestic consumers in the Tovn of Hemet.

Petitioner also sells water dlrectly to the Town of
Homet for flushing the sewers, this water being paid for at the
reiw established meter rates. Water for street sprinkling is
sold to the Town of Eemot from certailn fire hydrants. No payment

. -




-

13 mede by the town of Eemet for fire hydrant service apart

fwm street sprinkling, Petitioner holds 1tself out as heling
willing to supply water through the fire hydrents for Lire

protection.

3. Financiel results of petitioner's opexstions.

Redlrosd lomiselon’s Rxhibit To.9 hareln gnove

that the total operating exponses Of potltioner bolween the

date of 1its incorporation and December 31, 1914, as shown‘by the
books oFf petitioner, heve been 3512,355.87. From this amount
should be subtracted an emownt of %93,607.43, being depreclation
carried as oporation and maintenence, leaving a total of
£418,746.44 for operating and meintensnce exXpenses.

The total operating revenue after deducting receipts
£vom the sale of water rights, to which motter more detaliled
referonce will hereinafter de made; is shown by the books te
have bdeen $289,824.47. It tkms sppesrs thal tke result of pe-
titioner's operations under its rates now in effect has been
& grose revemue of £178;921.97, less then bare operating and
nainterence oexpensesS.

Petitioner shows, in Exhibits mr and "PT attached To
the petition kherein, an operating revenue of %£23,031.75 from the
sale of weter in 1913, with_oPerating and maintenance expenges
end devreciation of $50,450.48 during the ssme period. Durirng

the calendsr yeer of 1914, potitioner reports a gross revenue "
from the sale of water of &23,940.%3,and operating and maxn€;££i§f7
apé depreciation during the seme period of $52,344.48.

Potitioner claims that its gross rovenue from the sale
of water in 1913 and 1914!hu:;;not beon sufiicient even to pay
the cost of operating end mrbxiwmome meintalning 1t3 system

witk no alloweance for depreciation anouity.
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&. Rates vroposed by petitionerx.

In petitioner's Exhidbit No. A-42 hereln, petitionerxr
presents its comclusions, on & number of variouws bases, with
reference to the gross revenue to which it is entitled snuuelly
from the sale of water. Retitioner's conclusions, on these
various bases, are as follows:

8tudy No. 1, $147,613.00

Study No. 2, 135,456.00

Study No. 3, 100,894.00

Study No. 4, 101,428.00

Study No. 5, 96,451.00

Study No. 6, $3,231.00

sStuly No. 7, 87,791.00

Ir esch of these studles petitioner claims an allowance
for operation and maintensnce of $22,613.00 and Tor depreciafion
an ellowance of $17,783.00. The rentel to be pald by petitionei
herein to Fairview Iend & Weter Compamy is $26,595.00 in Stuly
Yo. 1, §12,334.00 in Studies Nos. 2, 3 and 4, $11;716.00 in
Studies Nos. 5 and é and 811,635.00 4n Study No. 7.

In Study No. 1, petitioner claims az 8% return on the
sun of $1007:778.00, being petitioner's estimate of the coat to
reproduce its physical vyropexriles less scerued deprecistion, and
adding thereto an item of $494,000.00 for water rights.

Tn Study No. 2, petitioner claims a retmurn of 8% on
the sum of $1;159,080.00, being the moneys invested by petitioner’s
gtockholders, with sccrued interest at tke rate of 8% from thé
investment in each instance.

In Study No. 3, petitioner cleims a return of 8% on
the sum of $614)652.00, being the alleged original cost of the
property without allowence for interest or losses.

In Study No. 4, petitioner claims a return of 8%

on the sum of $608,721.00, being the prinmcipal sum invested by .
¥Maroh,
the stockholders with accrued interst at 8% compounded since 1912.

In Study No. 5, petitioner claims & return of 8% on the

sum of 3554,000.00, being the alleged lnvestment as determined by
=)lf= k




the revroduction cost method, with the elimiration of any allow=

ance for water rights except the riperisn right of 40 miner's
inches acouired from the Webster Ranch.

Tn Study No. 6, petitioner claims & return of 8% on
the stm of $514,000.00, being the alleged investment es determined
by.the reproduction cost method, witk the elimination of value
for water rights.

In Study No. 7, petitioner claims a return of 8% on
the sum of $447,000.00, being the principal smount peid by the
stockholders.

Ir. 1ts brief herein, petitionex claims that it should
be allowed rates which will retura an epnual gross revenue of
889:597.44, as is shown in the following computation:

Tnterest on $447,000.00 & 8% $36,760.00

Operation and mairtcenances, 28,064 .44

Rental of 17/20 of water of |
Pairview Land & Watexr Co., 8,000.00

Depreclation sonuity, 17,783.00
Total, £89,697.44

Tt will be observed that the reverue of $89,597.44
thus cleimed by petitioner is almost four times the entire gross
revenue derived by it from the sele of water in 1913 ané 1914,
under rates which have been volunterily established by petitioner
end which, 4z so fer ese petitioner's principsl service 1s concerned,
have been in effect for more than 25 yesars.

This clsim of petitioner for & relatively enormous
inerease in the rates which it pas voluntarily established anéd
whichég:; veern in effoct for meny yesrs, requires & most careful
analysis by the Reflroed Commission of the various elements which

enter into the question of & just and ressonable rate.
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5. YValustion.
The subject of valuation will he considered undexr

the following heads:

(a) Original cost.
»
(b) ZEstimated reporduction cost new.
(¢) Estimated reproduction cost new less accrued
depreciat loxn.

(2) Original cost.

The euditors of petitioner and of the Railroad Commis-
sion agree that petitioner's books show.an original cost to date
0?2 petitioner's property amounting to $681,065.75. From this
amount the Rnilroad Commission's aunditors in Railroad Commission's
Exhibit No. 9, subtract the sum of $93,607.43 as being realized
depreciation teken into expense sccounts during the 1ife of pe-

titiomer, leaving & present book value of fixed capital of §5687,458.32.

Potitioner subtracts from said totel of $681,065.75 the sum of
$66,513.00, representing the investment in certain gtructures
which have been replaced, leevirg & net total investment in pe-
titioner's property, &g claimed by petitioner, of $614,562.61.

The snnuwal reports éf Leke Hemet Water Company and
Pairview Tend & Water Company filed with the Rafilroad Commission
show & combined present capltel investment of £626,111.00. This
figure is presumebly the result of the elimination of property
which has gone out of existence.

The money invested in petitioner’'s property wes secured
in part from the sale of water rights and in part fron the
atockholders.

The testimony shows that with possible minor exceptions
8ll water regularly sold by petitiomer for irrigation (as digtin-
guished from "extre water") was sold to persons who are owners

of water tight certificates issumed by petitiomer.  Under the

phan originelly formulsted by Mr. Whittler and his associates,




owning bvoth Hemet Land Compeny and Hemet Land and Water Company,

whenover a parcel of land was sold by Hemet Land Company, the
purchaser of such land desiring water thereon was obiiged to

purchase & water right certificate from Hemet Land and Water
Company. Later, when other lands were purchased by Mr. Whittier
and his associstes, in addition to the originel Hemet Iract,
a similar arrangement waz msde. The land company sold the land
and the water company Sold so-called "water certificates.™
These certificates entitlod the holder to one miner's inch of
water for eight acres of land.

Petitioner's Exhibit No. A-40 showa that in the
yoars 1889 to 1915, irnclusive, petitioner derived from the
gsale of water right certificates a total sum of $438,938.60,
aé shown in Table No. I.




Table No. 1

Monoys Recoeived Bv Loke EHemet Water Comvneny
Sale of Jator Cortiticates
15899 to 19l5, Inclusive

506 Weter Rigrhtc at $75.00 ' 950400
10 v " " g 75C.00
48 " " " " 600.00

Yone

40 - i " I 000400

B " i n " 125.00
None
12 " 60200 720.00

None
457 «46™ 75.00 202.50
185 w " 7500
£9.55" " s 5216.25
. V Toss Error 375 5‘3%3.22
29 .47 ™ - 2102
(539.83" ™ 0 487.25)
( 2.50™ 7200 . . 180.00)
3566127 75.00 25209.0C
20 T, 85.00 1700,00 902.00

364..50™ 75.00 2723750
20 T 85.00 1700.00 037.50

9358.70™ 75.00 7016125
43717 85.00 3715.35
e T 50.00 50C.00 396.60

283.52" 75.00 2126400
2& T 100.0C 12800400
57,797 125,00 7223478
2 " 50.00 1000 L2 287.75

17.50™ 75.00 1312.50
5 T 1C0.00 £Q00.00
£8Z.62T *25.00 3532750 37 140.00

150 " 50.00 . 7500.00
158.99™ 125.00 19873.75
70 " 150.00 1C500.00 r 873.75

2.80™ 125.00 | 1600400
131.26" 150.00 19692.00 292,00

0 " 150.00 1500400
35.97" 250.00 8992.50 492450

2B " 250.00 250.00
18.17T 250.00 582.50
53.28" 250.00 297.50
YL P




It will be observed that the prices paid to petitioner
for water rights reve varied from #50.00 to $250.00 per minexr's
irch, the larger pumbexr of water rights, however, being sold
for $75.00.

Table No. II shows the rumber of weter rights sold by

vetitioner &t varioms prices:

Teb le No. II.

Number of Water Rights Sold at Various 2rices
"Dy Leke nemet vsater Comnans.

180 water rights at $50.00 %9000.00
2 " " n 60.00 720.00
2 " " 72,00 180.00
3837.70" " 75.00 287827.50
83.71" 85.00 7115.36
133, " 100.00 13300.00
512.20" | 125.00 64025.00
211.28" 150.00 51692.000
200.33" 260.00 2608250

Less error 1902 395

‘ 312893860

It w11l be observed that the smount derived by

petitioner from the sele of water rights 1s approximately

two-thirds of %he entire investment claimed by petitlioner
in its weter systen.

Petitioner urges herein that, from the begianing of

its operations, it hes been & pubdblic utility. Under the

decision of the Supreme Court of this Stete in Byingion vs.

Sacramento Valley West Side Canel Compeny, 170  Cal. 124
decided on April 29, 1915, & public utillity watex compeny has
no right to make any charge for water sold By 4t in excess of

its established retes for weter. TUnder this decislon, 2 public
‘wl]




utility water campeny cannot lawfully compel 1ts consumers %o
pay for all or e port of its water system by compelling them to

buy so-celled "Water rights™ os o condition precedent to receiving
vhe e oo . o

service. It 1s thg duty of @ public Utility water comwany %o

supply water at Ilta established xrates Lo all persons within the

aree 40 the service of walch itc water is dedicsated, without the

rigat of compelling such intending consumers %o pureksse so-celled

water right cexrtificates.

The testimony Z2urther shows that retitioner, during
tae veriod Irom Feoruwery 1, 1887, to May 1, 1908, secured the
sum 0f "447,429.50 from peyments for its capltel stock and
ascessmente theroon. A portion of this nonrey seems €0 have been

expended To make up overeting losses.

(b} Estimated reproduction cost new.

- Estimates of the cost to reproduce new the physical
property o2 Ieke Heomet Water Compeny ond Fairview Lend & Veter
Company were nresentod by netitlioner hereln, the consumers snd

tke Railroed Commission.

Teble No. III shows the estimates oL the cost to
reproduce new tae physical proverty of ILeke Hemet Water Company
and Palrview Land & Water Company, as precented by the engineers

02 petitioner, the consumers and the Rallroad Commizsion.




Table No. IIT

-
]

timeted Cost to Revroduce New Physlicel Proveriy
? Leko zemet Vaster Company end Feirview Tond &
Water Company, &8 rresented by Engineers of
the “ater Company, the Consumers, and the
Reilrond Commission

S
0

STIMATED REPRODUCTION COST NEW

Tater Railrogd
Compeny’s Consumers"™ Commission's
Zngineers Enginocer IEngineers

LAXE HEMET WATER CO.

Collection
Transmission
Irrigation Distrib.
Domestic Distrib.
fetorials & Supplies

$222 708
160 984
172 104

976

842

$222 787
119 122
148 601
115 231

23 416

$199 033
139 754
145

- 103

10

Iends & Re 0f W 26 2537 14

Total 8655 404

FAIRVIEW LAND & WATER CO.

Collection $ 534
Transmiscicn 3L 583
Irrigetion Distrib. . 8 173
Domestic Diztrid. 12 058
Lends & Ra of We

Total

& 52 350

COMBINED TOLAL $707T 754  $657 385




The difference in the estimates appearing in Table

No. III result principally from differences in unit prices‘

end in overhead percentages used by the various engineers.
The engineers for petitioner used mnit prices as of the time:

vhen their estimate wes made. The engineers for the Reilrosd

Cominafon antanded that the prices of labor and meterisd gre

abnormally high at the prosent time and used in thelr estimates
average yrices over & period of years.

The engineers for petitioner sdded to their estimete of
the cost to reproduce new the physical properties of the two
water compenies the sum of $494,000.00 for water rights, being
434 miner's inches at an assumed value of $1000 per minmer's inch.
There 1s no testimony in support of the claim of £1000 per miner's
inck, other than a general allegation that this is the sum which
is generslly paid for weter rights in and about Riversids.

There 1s nothing to show whether this sum infludes the cost of
production and transmission sgstems. In petitioner's estimate

herein, this smn is added to the entire cost of vetitionexr's
physical properties. It becomes wnimportent to give furthoer

consideration to this item, for the reason that petitioner it-
self, in petitioner’'s Exhibit No. A-43, fran¥ly admits that if
allowances are made herein for water right values, the resulting
rates will be wnressonably szd unjustly high. Accordingly,

* petitioner itself eliminates further discussion as to water
right values.

Weile reporting that, in his opinion, the estimated
cost to reproduce the physical provperties of the, two water
wompanies new, ig the sum of $657,386.00, Mr. R. W. Hewley,
the Railroad Cormmission's hydrasulic engineexr, further testified
that petitioner's system is overbullt and that in order to
determine that portion of its system which may fairly be said
to be used and useful in the service to the public, deductions

shonld be made from petitioner's property as shown 4in Table No.IV:
wl - N
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Toble No. IV.

Substitutions and Eliminstions from Properties of
Jaxe Hemel Vater Company o9& revortoa by
2. W. Eswley.

Ietimeted Zstimated Reduction in
Reproduciion Cost Cost of Tetimated
Ttenm New Subgtitution Cost new

¥ain f£lume and
2ine Line $116,271.00 $51,447.00 $64,824.00

HEomet Danx
(Overduilt) 54,000.00

Meters and Services
peid by con- '
suners 9,379,00

Irrlgation Distridbution

(Excess capacity) 36,267.00

$164,470.00

I 1s, of course, elementsal that in establishing public

utility retes a return should be allowed only on the property
whick is used and useful in the pudlic service.

Walle petitioner in its evidence and in its brief
attecxs the conelusion of Mr. Hawley in this regard, we are
saticled, in general, that these conoclusions are correct.

In view of the fect thet petitioner itself admits that
reasonable ratos herein cannoet falrly be bosed on a sum as high
&g the esvimated cost to reproduwce even the physicel nroperty,
it will not be necossary to glve to the subject of estimated
reproducvion cost new tae Lfurther detailed considerstion which
iv would otherwice receive st our hands.

(¢} ZEstimated cost to renwroduce new less
accrued denreciation.

Estimotes of the cost to reproduce new the physical
rropertios o2 Lake Hemet Water Compeny and Fairview Land & Wateér

Company were nresented by netitloner aand by the consumers.




Teble ¥o. V shows the estimates fhus rresented.

Table No. V.

zstimated Cost to Reproduce New Less Accrued
Devreciation of rhysical DProverties oF
werxe Hemet Vater Comvany ond rairview

land & Veter Comwany as ~rrecented oV
Water wOomnany 5nd CONSumers.

Bstimated Cost to Reproduce New Less
Accrued Depreciestion
water Co's EngineeXrs Consumers' ngineer

Lake Hemet Water Co.

Collection

Transmission °

Irrigation Distrib.

Domestic Distrib.

Meterials and Supplies

Zands and Rights of Way
Total

Foirview Land & Water Co.

Collection
Transmission

Irrigation Distrib.
Domestic Distrid.

Londs and Rights of Way

Total

£172,305.00
80,756.00
124,661.00
75,408.00
50,849.00
29,797.00

$513,778.00

$461.00
17,262.00
4,051.00
9,532.00
10,084.00
£41,191.00

w174,095.00
55,080.00
97,013. 00
58,845. 00
23, 416.00
26.237.00

8433 351.00

846100
13,414.00
2,787.00
8,974.00

£26, 648.00

Combined totel,

4554, 969,00

$459,999.00

The Railroad Commission's engineers did not present

an estimate ol the cost 10 reproduce new less acerued devreciation.

6. Devreciation Ainnuity.

Zgtimates of derreciation ennuity were yresented by
petitioner and the Rallroad Commission's engineers.
Retitioner's engineers estimated the devrecistion

on vhe siraight line basis, and in doing so, assumed probable




- Soccodoxporasciick acncrnckicoe

The Railroad Commission's engineers computed the
depreciation annuity on the f£ive per cent sinking fund basia;“

The engineer for the consummers did not compute a
depreciation annuity. ‘

Table No. VI shows the depreciation annuity as esti-
mated by petitioner's engineers arnd the Railroad Commission's

engineers.
Table No. VI.
Depreciation Anmuity; es Estimated by Engireers of
ater (ompeny and Ralliroad Commission.

Arnvel Depreciation.

Water Compeny's  Raillroad Commis~
Account. Engineers. sion's Engineers.

Loke Eémet Wator Company

Collection $2.:6566.00 & 178.00
Transmigsion 5,162.00 1,687.00
Irrigation.pistribntion 45449.00 1,400.00
Domestic Distridbution 5,616.00 2,146.00
Materisls and Suprlies
Lands and Rights of Way

Total, $17,783.00 $5,411.00

Fairview Land & Water Company

Collection 3 7.00 3.00
Transmigssion 1,096.00 374.00
Irrigetion Distridution 395.00 ' 260.00
Domesgtic Distribution 221.00
Londs and Rights of Way

Total,, & 1,838.00 $ 8858.00

Combized T0tg], $19,721..00 £6,269.00




If the eliminstions and substitutions testified to by

¥r. Hawley are adopted, the depreciation annuity reported by the
Railroad Commission's engineers will be reduced from %6,269.00
to $47666.00.

7. Qporatins and Maintensnce IxXpenses.

Bstimates of reasonsble allowances for operating
and meintenance expenses were presented herein by the engireers
of petitioner, the consumers amd the Rellroad Commisston.

Tahle No. VII shows these ectimates.

Table No. VII.

Operating and Maintcnance Zxpenses-~Egtimates of
cineers of watexr Comrany, Consumers and

Railroad Commisslion.

Patrol
and General
Maintenance Operation XIxXpense Totals.

Weter Comvany's
Engineers, $10,981.00 §:65440.00 $13,992.00 $31,413.00

Consumers’ Enpgineer, 6,761.00 12,250.00 19,011.00
Reilroad Commission's
Engincers, 4,500.00 4,825.00 13,100.00 22,425.00

*Tneluded in maintenance.

------ “—‘-ﬁ---ﬂ--ﬂﬂ------------------------—----—--- e e Sl s W S S T S S . e

The exrusl reports of Lake Hemet Weter Compsny and
Peirview Iand & Water Company ore considered as belng in evidence
herein. There is alsc in evidence the Reilroad Commission's
Exhidbit Yo. 9, & detailed investigation by the Railroad Com-
mission's auditing department into petitioner's operating
accounte.

It will be observed that there is & material dif-
ference between the estimates of the various engineers as to
the amounts which would be reasonable to be allowed as operating
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and maintenance eoxpenses.

The Railroad Commission's engineers testified in detail
with reference to the reasons for deducting fror the operating
accounts of the two water compenies certain amounts which should
Propexly be crargeable to capital account and others which
gshonrld be chargeable to depreciation. The Railroed Commission's
engineers presented an Independent estimate of the cost of mainte-
nence and operstion baced mx largely on operating and maintaining
the systems of many other water companies in the State of
Californis, as shown on Railroad Commission's Exhibits Nos.4 and 5.
Railroad Commission’s Exhibit No. 4 shows the operating and
maintenance expenses of 26 public utility water companies, as
shova by their annual reports on file with the Railrosd Commis-
sion. Railrocad Commission's Exhidbit No. 5 shows the operating
and mairtensnce expenses of 16 public utility water companies ae
shown in testimony heretofore presented to the Rallroad Commission. 0f
these 42 public utility water companies there are only six whose
cost per acre for operating and maintenance expenses is higher
than that estimated for Leke Hemet Water Company snd Fairview
Land & Water Compeny by the Railroad Comwission'e engineers.

Mr. H. Cley Kellogg, testifying for the consumers herein,

supported his estimate by the records of Sante Ana Valley Irriga- '

tion Company and Ansheim Urion Water Compary, with each of which
cozpanies he has been intimately conrected for a number of years.
Mr. XKellogg testified that the operating and maintensnce expenses
of thece two companies should be greater rather than less than

the expenses of ILeke Hemet Water Company end Fairview Lsnd & Water

. detail
Conpany. The testimony Iin HRUEAK gupports the contention of

this witness.
Mr. Foltorn Lane, testifying for petitioner, stated that

he had baced his estimate of reasornable operating and maintenace




expenses largely upon the actual expenditures reported to have
been incurred by Leke Hemet Water Compeny and Feirview Land & Water
Company. He admitted, however, that the expenses thus reported
included items which igould be properly chargeable to capital
account. For ingtence, Mr. Lane's appraisal, rosd boxes are
esch

included at & cost of £7.17 /xiwod, while the repair allowences

naintenance astimate
for these boxes, a8 shown in the operating and/mxtntzn:l}:m;un:::

of vetitioner, is spproximetely $12.00 each =nnually, altheugh

their useful life is assumed to be 20 years. In & number of
other instances, lr. Lane's report is based uwpon replacement
cost reather than strict meintenance and ag such 13 axxxexadw
propexrly provided for in the allowance for fepreciation annuity.
Furthermore, petitioner's Exhibit No. A-54, setting forth monthly
selaries of officers end employees,®as shown to be applicadle
only during the summer monthas. Nevertheless, this exhidit was
nsed a8 8 basis for saleries during the entire yesax.

Petitioner, in its opening bdbrief, protests against the
combination by Mr. Hawley of the water éysteme 0of Lsake EHemet
Tater Company and Fairview Land & Water Company in making his
eatinate of operating and maintenance expenses. It will be
sufficient in this comnection %o draw attention to the fact thet
the engineers of petitioner and of the comsumers also prepared

their estirate in the same mannex. TWe are of the opinion that

8ll the engineers were jJustified in treating the problem in

this manrner. _
We are satisfiod that the amount reported by Mr.Hawley

for remsonable operating end meintonance expenses is aporoxi-

metely correct.
8. Rates Herein Zstablished.

o come now to the establishment of Jjust and reasonable

rates.
This matter is one of particular difficulty herein.
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Petitioner itsell frankly adnits taat the reates can

o}
N0t reasonably be established on the basic of the ostimated

consiruction cost new even of the vhysical property. DRetitioner
admits that no ellowance should be made over und above the fair
velue of the »hysicesl provperty, either for water rights or past
losses or axny other intengible item. £ such allowence were
mede, the resuliing rsates would, as stated by vetitioner, be
uﬁreasonably high.

Thus, referring to the result of its Study No. 1,
in which = iznterest rate 0f 8 per cent on the nrincipal of
$1,007,778.00 1is assumed, and in which the totel ennual revenue
necessaxy t0 be collected by vetitioner is assumed to be
$147,613.00, petitioner yoints out in its Bxhibit No. A-43, thas
the resulting rates would be $R4.00 to $25.00 ver annum for irriga=
tion water snd concludes tanat this rete "immedlately bars tnis
study Lrom further conslderetion wnd'eliminates also any discus-
sion as 10 water right vulues.m

Roferring to ites Study No. 2, waichk study assumes
o return of 8 ver cent on the primeipal sum of $1,159,080.00
and & t0tal annusl gross revenue 02 $135,456.00, petitioner, in
its Exkibit Yo. 4-43, points out that the resulting rete would
be from 922.00 to $24.00 emnuelly for each acre irrigated;
Detitioner noints out thet this rate 1s based upon en sssumed return
02 8 mer cent on all tho moneys invested by rnetitioner's stock-
nolders and 2Lrankly states in Its Exhibit No. E-43 that retes hased
on such & study would rlace a prémium on losses and that, conse-
guently, tiae results of tilc study cannotv be applied herein.

Petitioner places grezcter emphesis on its Studiles
Jos. 5, 6 and 7, walch studies would result iz e rate for irriga-
tion of between £12.60 and $13.80 per acre ver snnum. Zven these

retes, which are the lowest cuggested by petitioner, we 2ind to
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be considerably in excess of reasonable rates to be charged
by petitioner. '
| Petitioner' s Xoosks refusal to clalm rates high enough
to yield a return on the estimated reproduction cost mew of 1ts
property or any return on 30-called intengible itema over and
ebove the velune of physical property 1s based on & frank recognl-
tion of the woll established rule in pudlic utility regulation
that while rates must be reasomable to the utility they mst,
clearly
in any event, be reasonable to the public. mhe cases/establish
the vrinciple that the rétes charged by & public utility must in
no event be highor than the service 1s reasonably worth to the
consumer. ' |
In Covington and L. Turnpike Road Co. vs. Sanford,
164 U. S. 578, the Supreme Court of the United States, in a

case involving the reasoncbleness of meximum rates to be charged

by the Covington and Lexington Turnpike Road, as established DYy

the Geperal Assemdly of XKentucky, at page 596, sald:

"The public cannot properly be subject 1o unreasona=
ble rates in order 3imply that stockholders may carn
dividends."

Agein, on the seme page, the court sald:

"If o corporation cannot meintain such a highway
end esrn dividends for stockholders, it 1s a misior-
tune for it and them which the constitution does not
require to be remedied dy imposing wnjust burdeans upon
the public.”

Iz Smythe vs. Ames, 169 U. 3. 464, at page b47, the
court salid:

"That the company is entitled to ask is & fair
return mpon the value of that which it cmploy®. for
the public convenience. On the other hand, what the
pudblic is entitled to demend is that no more be exncted
Prom it for the use of a public highway than the ser-
vices rendered by it are reasonably worth.”

To the same effoct see San Diego Land snd Town Co. VvS. Jage-

pex, 189 U.5. 439, 446; Willcox vs. Consolidated Gas Co., 212 T.S.

19, 52; Minnesots Rate Case, 230 U.S. 352, 435, 454.

The rates established may not be unjust from the point
-32- 195




oL view of the concumer. Thenit hoo been determined thet
rates beyond & cextaln smount would bve unfair to the consumer,
tke value o2 the proporty for rute making cannot he grecter
then the velue which, at ratea ol interest sufficlent to dring
cevital into the business, will yield the revenue resulting
from the retes established. [This value mey be very far indeed
Zrom tho estimeted coct of reproducing the vroperty new.

Sacramernte. Yalley Realty Comvany vs. Sacramento Valley West

Side Cansl Company, (Vol. 7, Opinions and Orders of the

Reilroed Commission of CeliXormia, p. 113).
It is obvious, 1ot morely fLrom the vetitionerts
vocition horein, but Zrom the face of the entire record that

this is the limiting princivle which must he applied in

establishing Just and reuconable rates in the vresent vroceed-

inge.

The record hercin containe & relference to the rates
which are being charged for water by public utility water com-
penles in vurious cections of Cedifornia undor conditions as
comparsble as pocsidle with the conditions under whi;h petitioner
operates its cystem. Based on this comparison, as well ag on
the entire record nerein, snd the eculties of the case, in 5o '
Zar ag we nave the right to consider such equities ¢f the case,
the rates proposed by petitloner herein sre considerubly too
high. On the other hand, the rates now in effecet are not
gu2ficlient to yield to petitioner tkhe revenue to which it is
Lolrly entitled.

After a careful considerution of all the evidence
herein, we huve roached the conclusion that the following retes
will be just and reasoneble rates to De ch&rge& and collected

by vetitioner herein:




DOMESLIC RATES - LONTELY

Minimunm Chargos:

1/2 and 3/4 inch 2CrTiCOS, nanrcnrtencncanaalila00
l inCh Services‘,'.-.......-h.....--..b...- 1025
l# inCh Service‘s,l......‘..G..IQ.....G.OI. 1075
2 Inch SOrViCOS,eenccenncccncacencanennonns 2435
3 inch sorvices cnd 1arfer, ceronnsccnnnnas 3,00

Jor All Water Used:

500 to 1000 cubic £eotye...™ 154 ™ n
1000 to 5000 cubic feet,...” 0 ™ ™ nmow
411 over 5000 cuble feet,.." 54 " o nm o w

20 500 cubic LT, cennecse d 204 ver 100 ou.ft,,
hid "

IRRIG..OION RATES

Maimum ennually for 1/50 second £t. (miner's ingh)
or part theroof in seme proportion,..........,,.$24.00

For oach 1/50 second #t. day, all USES,eeecensas «20

ZUBLIC USE
Street and roed sprinkling and sewer fluching at
goneral rates, separste minimum chorges for aeparate
facilitles only.

Fire hydrant rental,e....$1.00 per hydrant peor month.

The domestic rates herein ostabléshed shall apnly
%0 all uses of weter for domestie purposes, including domestic
water which hes heretorfors been Included In the established
rates por acre for irrizstion PUIPOSES.

“able No. VIIX chows the income %o bo dorived from
the rates herein esteblished aecording to the best imformation
availeble t0 us.

Tablo VIIT |
ISTIMATED INCOME FROL RATES HERZIN 3SCARLISHED.

- IRRIGATTON

146,800 minex's ineh days @ 20f, $29,360.00

Hemet Towm Tator Compeny, wholesule
4,000,000 cu.fte ¢ 5¢ per 100 eu.ft, 2,000.00




feble VIII - (Cont’d)
Brouzht foxward .....931 o60 00

DOMESRIC
Minimum 500 cu.fte 5586 gonsumer L
ronths @ $1.00, 5,386.C0
500 10 1000 cu.ft. 11,846 uwnits @ 154, 17777.00
1000 %o 5000 cunefte 19,155 wnits @ 10¢, 1.915f00
ée over 5000 cu.ft. 53,8677 walts € 5¢, 2,684.00

PIRE EYDRANDS

120 hydrant monthe € $1.00, | 120.00
Gl"&nﬁ 'tot&l.-.-.....-.......-.-.. :,,)43,242000

0 R D = R

LA ram wAmeR OOLRANY buving filed its petition
“agking the Railrocd Commission to egtablish just and reasonsble
rates to De charged by seld company, public hoarings having
heen held, briefs huving beer Filcd and this proceeding being
now roady Lfor declsion,

TEE RUTITROLD COMMISSION EZRUBY FINDS AS A FACT
thet the present rates charged by Take Eemet iatoer Company are
unjrst and unrcasonable 1m 30 for af they differ Zrom the rates
rarein ostoblished and that the rates horein established are
just ond reesonable rates. |

Bazing ite order on the foregolng Lindings of fact
and on the furtboer findings of fact which epnear in the
opinion whick precedes this order,

I7 IS EUREBY OADERED thet Leke Homet Wetor Compeny
be and tho seme i¢ horoby cuthorized to charge ond ¢ollect the

20llowing rates for wator sold by it

~35=

®
&




TOMZSTIC RATES - MONTELY

Winimum Charges:

1/2 exnd 3/4 inch BOTVLCES ) esacnssasnsesnnnssnss3hi00
1 inch services,;.....;...............;.;;.;;.. L.25
l% inch acmccs'oﬁtﬂﬁllﬁlﬁﬁtl ..-....0‘.-..‘..--.‘- 1;75
2 inch services,............................;;; 225

3 inch services and largor,ecsccesssssncecccsccs 3.00

Tor All water Used:

no 500 cubic £E0T, ceseccse 20d per 100 cu.it.,
500 to IO cuble a0t ,0a0ces’ 15¢ " LA
1000 to 5000 cubic Zeet,ssss™ 104 " T won
411 over 5000 cubic fect,eee” g = " "

IRRIGATION RATES

Winimun enpuslly for 1/50 second ft. (miner's inech)’
or part thereof in same propo:tion,....,,.......,.,,$24.oo

Yor each 1/50 secomd £t. day, 8ll USeS,.cccscesccce «20

DUBLIC USE
Strect and road sprinkling snd sewer flusking at
genersl ratec, sepurate minimum chsrges Zor separaie
foeilities only.

T pe hydrent rentol, $1.C0 per hydrant per month.

I7 IS FURTEER ORDERED that Lake Hemet Teter Company
shell file with the Reilxocad Commicsion within 20 deys fronm the

date 02 +this order & gehedulo of rates ag hereln get forth and

thet the rates herein estublished shall be effective on ond efter

November 1, 1916.
Dated st Sexr Franecisco, Californis, this 5L{4££?’~”

day of Octover, 1616,




