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ZEFrRE THE R‘.AIZDROAD COMMISSION OF THE STATE OF CALIFORNIAL

In tke natter of the collection ' U

by Spring Velley Weter Company

of meter charges Lor water Cese No. 1027.
supplied in the City and County

of Sen Francisco.

Werren Qlmey, Jr., and L. Crawford Greene, fox
Svring Velley Water Compary.

Robert M. Sesrls, Assistant City Attorney, for
City and comty of San Franeisco.
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Club, Watexr BLll Payers Protective Lssocisztion..

John J. Daﬂey, Lor Water Committee of civic League
oL Improvement Clube.

Louwis L. Colton, Ben ..chloss axd S. W. Molkenbubr
for Park snd Presidio Improvement Association.

J. W. Pembroke, for Apsriment EHouse Owners Associetion.

Mattie Lols Fest, fLor West of Fillmore Street
Ioprovenext Club.

Z. P. E. Troy, for Pudlic Ownership Associztion.

Daniel OTConnell, for Richmond Eeights Improvement
Association.

Xre. Louise Sorbier, for Arguello Boulevard Improve-
ment Club.

2. H. Norton, for Fillmore Stroetl Improvement
Associations

Josephine Brown, for Jordsn Park Improvement Club.

J. . Thite, Eenry B. Lister, Patrick A. Dolan,
Dr. C. F. Buckley, E. F. Arbauagh, Herxy
TWarfield, W. A. Sutherland, John T. Quigley,
in propria persons.

B3I THE COMMISSION.

" 0P2ZINION.

This {2 & proceeding drought on the Railroad Commiszlion's
owx initiative Lor the purpose of considering and passing uwpon &
,request‘ 0% Spring Velley Water Company for s modification of the
girections containmed in letter of November 2, 1916, from the Rail~
rosd Comxdscion to Spring Valley Water Company.

Peblic hearings nerein were held i San Fremcisco om |

December 27 end 20, 1316, BeZorethe.Railroad Commission en dane.




Tre proceeding waoz submlitted for decisiocn on December 28, 1916.

Spring Valley Water Company is engaged in the sale of
water, &z a public uwtility, to the City and County of San Francisco
end the ixhsbitants thereof and to other customers.

The rates of Spring Valley Water Company now in effect

were established by the Board of Supervisers of the City and Coumnty
of San Frasneisco by Ordinance No. 3346 (New Sories), passed on
Juge 29, 1915, end effective July 1, 1915. A3 provided by law, thece
rates were Liled by Spring Valley Water Company with the Railroad
Commissionx or or about August 8, 1915, when the revised Tublic
Vtilities Act became effective. Ever since July 1, 1915, these i'a'sos
have been and they sre now the legeal and effective rates to be
charged by Spring Valley Water Company for weter sold to the City
and County of San francisco amd to the ﬁ:nhabitants thereof.

None of these ratez were ectabliched by the Reilroad
Coxmission and the Commdission haes not had any opportunity to pess
on any of them, nor haz the Commission approved any of gaid rates.

) Ordinence No. 3346 (New Series) of the Board of Super-
visors established rates Zor both flat (i.e. unmetered) and metereld
gservice of watex. Thg rates established Lor metered service were
limited %o specified classes of service, &s will appesr horeinafter
in grester detail. Prior to the middle of 1916, Spring Valley
Weter Company hald metered & large number of its bdusiness customers,
and some 8022900 residence customers whose gervices were metered
wnder speclal provisions of said Ordinance Fo. 3346 (New Series)
and gimiler earlier ordinsnces.

Beginning with July 31, 1916, however, Spring Valley
Wate:; Conmpany Ixx metered & large numbor of its residence oustoners
until ox December 15, 1916, 14,836 sdditional meters had bheen in~
gtalled on residemce services. Spring Valley Watexr Company is still
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engaged in instel ling additionmal metors on its residence services.
The Company coxtemplates the installetion of spproximately 25,000
meters oxn residence services subsequent to July 3L, 1916.

‘ The record ]iérein shows agreement by practically all
interests thet, with cexrtain possible exceptions, Spring Valley
Water Company's water system should be mgtered. in its entirety. The
priveipal water companies in tho United étates, whether ovmed by
private individunals or by muwicipalities or other prblic suthorities,
have, with few exceptions, metered all oxr the msjor portion of thedr
systens. Metering conserves water and nexnce is in the public inter-
est, varticularly whem the supply is not sbundant. Furthermore,
metering iz fair as between concsumer and consumer becsuse it en-
ebles each consumer tp pay for what he gets and preventes the care~
less or wasteful conmsumer from penalizing the consumer who iz care-
ful in the use of water. In the case of Sering Valley Water Com-
yaxy, vaere are particular sadditionsl reasons, to which it iz not
necessary to refer in thiz proceeding, why every ressonmable pre-
cantior should be taken to conserve tho use of water.

The Rallroaed Comxigsslionx snnownced at the hearing herein
that the Commicsion bdelieves that the Svring Valley Water Company's
system should, with certain possible exceptionz, be metereld in toto.
Thiz position, howevexr, is subdject to three distinct conditions:

(1) the meter rates muzt de Just; (2) the minimum charge for meter-

ed service muet be reasonsbdle; and (3) the measuring d.érvices maet
be reliable. "

The installation by Spring Valley Water Company of meters
on residence services on and after July 31, 1916 resulted in mony
difficnlties with reference to the charges to be collected from
the consumers whose services were thus being metered. Thege d;::ffi-
culties resvlted partly Lfrom excessdive or wastelful use of water due

t0 carelessmess, leaky Lixtures and other causes, partly from the
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foet that lendlords end others ha& not mede their arrsngements in
cortemplation of metered services, partly from the form of the
rates established by seid Ordinance No. 3346 (New Series) of the
Board of Supervisors, and partly from the fLact that the Railroad
Commigeion has had no opportunity 40 vass upon the resasonsbleness
of the f£lat rates or the meter ia'ces or the minimpm rates for
metercd service esteblished by seid Ordinsmce No. 3346 (New Series)
of the Bosrd of Supervisors. ’ |

ks the result of these difficulties, the Reilrosd Com~
miszion on November Z, 1916, wrote the :Eollom.ng letter %0 °p'*5.ng
Velley Watex Compa.ny

November 2, 1916.

"Sering Valley Water Company,
Sar Francisceo, California.

Gentlemen:

The Reilroad Commission is in receint of
mony informal complaints to the effect that the charges
of your Company for water mpplied through the neters
waich you have installed in San Francisco are consider-
ably higher than the flat rates heretofore in effect.

At the time you started metering your water
system in Sen Francigco, you made the distinet represens
tation'to the Railrosd Commission thet your ouly purvoce
in doing so waZ to conserve the water supply of San Frai-
elsco and that there was no intentlion on your part to in-
croase your revemue.

From the dgta so faxr available, owr Hydrauwlie
Departuent reports that yoxr Company has derived & sub-
stantial increase in revenune duwring the L£irst month in
which yom nove collected meter rates.

The meter rates now In effect in San Francisco
were established by the Board of Supervisors and the
Redlroad Commission has had no oprortunity to pzes uwpon
the reasonedlenoss of these rates. ALlthough & formal
complaint ageinst your rates was filed. with this Com-
m:‘z.osion by the City and County of San Francicco, B~
2 LRy sy v ., the City haz been mwa-
able mu.a for to proceed and has asked the Rallroad Com-~
misaion to hold The matter in suspense uwatil further ad-
viged by the City. No other formal complaint affecting
your rates hac been Liled with the Raellroad Commission.




Thile metered service under proper rates is
undoubtedly desirable, we are of the opinion thet it
is neither falir nor proper that you should begin charg-
ing moter rates wntil the consumer hag had an opportun-
ity to edjust himself to the new situwation and until
the Railroal Coxmission bas had an opportunity to pass
upon the reaszomsbleness of the meter rates established
by the Board of Supervisors ard now in effect.

Lecordingly., you are hereby directed to
bill your subsceridbers sccording to the flat rates here-
tofore in effect and not t0 Bill tThem under meter rates -
until February 1, 1917, or +the furthexr order of the
Rallroad Commission. Swuck meter rates as yom may gl-

ready have c¢ollected in excess o0f the flat rates should
be adjusted on the vaziz of tho flat retes heretofore

inx effect.

You snould notify your metered customers
nonthly ¢f thelr meter readimgs and of their charge
in cage the metered rates were effective.

We shell appreciate early advice from you
stating that the instrucetions herein contained will be
carried omt.

Youwrs truly,.

: Rafilroad Commiesion
of the State of Californis,

By  Msx Thelen
President.™

Therogfter Spring Valley Water Company requested that the
directions coxtained in the letter of November 2, 1916, be modified
80 &3 10 provide, in effect, that whenever s meter has beer installed
for three montke, Spring Velley Water Company shall have the right
10 charge meter rates to be established immediately by the Reil-
ioad: Coxxizsion, without waiting for Februery 1, 1917, or the further
ordex of the Railroad Commission.

Syring Valley Water Company represents that it does not
desire to incresse Lts gross revemme from metered residence services
over ‘the revenueo which would have been secured wnder the flat rates

heretofore in effect and offers to enter into arrangements with the

Railroad Commission, Zrom time to time, as may be nocessary, %o
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readjust the rates to be initiclly establiched for metered service
20 thet the grose revenue shall not ve increased.

In support of this reguest for modification, Spring Valley
Water Compaxy vresented a number of prguments which we shall here-
inafter comsider. TFirst, however, an anelysis should bde made of the

rates established by szid Ordinesnce No. 3346, (New Sexries) o2f the
Board of Supervisors.

Trhis oxrdinance establicshes rates az follows:

Section 1 -~ Flat ratez for duildings occupied By one or
more families. :

2 - Flat rates for bathing tubs.

3 - Plat rates Lor horses and covwe.

4 - Flagt rates fox boarding and lodging houmses.

5 - FTlat rates for the irrigation of private
gereons wmd private grounds.

Flat rates for water ¢lozets.

Flat rates for urinals and statioxmary
washstands.

Flat rates Lfor building purposes ond meter

rates or the equivalent thereof fLor stores,
benks, bakeriee, offices, warehouses, saloons,
grocexries, eating houses, barber showvs, butcher
shopeg, -ExXrirsroomoex, vtook dinderies, bdlackemith
ghops, confectioneries, notels, lodginzg houses,
boarding houses, ckurckes, halls, laundries,
vhotogravh galleries, prizting offices, stean
engines, greenhouses, merkets, market stalls,

norse troughs, sods fowntains and other places
of business.

Meter rates foxr pipes useld speciclly for Lire
protection.

Meter rates for all puxposes not before specified,
ineluding shipping.

Flat rates for public hydrants.

Metexr rates in cases of waste or excoszive use.




Under this ordinsnce, the only lswful meter rates for
water in effect in the City and Comnty of Son Francisco are for
(1) places of business (Section 8), (2) pipes used specislly for
fire profectio‘n ( S‘ecfio‘n 9), (3) water furnished Za= a.w and all
Prrposes not embraced in the Liret nine sections of the ordinsnce,
including water for shipping (Section 10), and (4) wasteful and ex~
cessive nse (Section 12).

Apart from the quostion of wasteful or excesxive use, to
waich we shall hereinafter give further comsideration, the rates
prescrived for dwelling housesg and all uses incidental thereto, are
preseribed in the Lirst severn sectlions of the oﬁrd‘iname-and ere all
flat rates. Fuxthermére. Section 12 specifically provides a.é:
followsa:

"Iz no case where the fixed rates sbove provided
other than meter rates, are apvlicable, shall axny
She Survose of shis ordinsuce o proviss ToF il
AWSL1inE RORSEY & 21Xe0 MONTALY Tote WHCR SAnlL

ot be increaged by The person, company Or COrpora-
tion sunpnlying weter.'

Eence, spaxrt from the question of wasteful or excessive
uge, it conclusively sppesrs that under the rates prescerided by this

ordinance Spring Valley Water Company does not at *this time have axy

lawfnl right to moke any meter charges whatsoever for water suppliod'.

to Tdwelling houses”.

Section 12 further yrovides that meters may be installed
Tfor the purpose of discovering and repressing waste or excessive
use™ aend that "for waste or excessive use therealter occuxring™ in
execess of such an amomnt of water '#ﬁlshe.ll axceed by 50 per cent ’
the number of cublic feet which at roegular meter ratos emount to the
consmmer's rated Hill, the woter company mey chsrge Tat regular

meter rates™, by which we assume that the metex rates prescrided




in Section 10 of ‘che' crdinance gsre meant. The section contains g
provico that the charge for wasteful or excessive use shall not
exceed $52.00 for the £irzt month, $4.00 for the second montk and
$5.00 for any following montk. The section comtainms other provisions
to widck 1% is not mow necessery to refer.

It thus cléarly appears thet, spart from the question of
wasteful or excessive use, there is no provisior iz the ordinsnce
by vhich Spring Valley Water Compaxy cax lawfully cherge & moter
rete in conmection with any of the meters on &welling house serﬂ.éee :
waick have beeﬁ metered on snd subzequent to July 31, 1916. or,
in fact, in conxection with its service to any "dwelling house™
whatsoever.

The request of Spring Valley Tater Company accordingly :
resolves itself into a request that tke Railrosd Commiszion 'névr
astablish meter rates which rates shall be applicable to all dmli-
ing houses after the meter has beem in :Service for three months. |
The request i 1ot thet such rates be established ond effective
efter the uszual rate proceeding has been initiated, carried Lorwerd,
submitted sné decided, but that suck Tates be estebliched by the
Reilroad éommission in advance of zuckh proceeding and in the zbhsence
of the presentation of the detailed and exhaustive evidence which
mueet ve offered and smalyzed before the Railroad Commission can |
esteblish rates which will be suetained by the courtz. In other
words, the Reilrogd Commission ig asked to establisk some sort d:f
metexr rates immedlately, without knowledge of the facts on which
alone the Railrosd Comxiscion could base a Judgment as to their
justice and reazsonsbleness, and t0 modify thex, montkh by moxnth, if
it appears that the meter rates thus established yleld & gross

revenue gregter than if the flat rates Lor dwelling houses nereto-~

fore and now in effect, had continued to be applicé.ble.
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This {2 not a case of asking the Reilroad Commizsion to
permit 2 meter rate to become effective whexn the ordinsmce provides

elternstive Llat and meter rates for dwelling house service: The

ordinance here under comsideration expressly refuscs to provide

neter rates for service to dwelling houses except with reference

to wasteful or excessive use.

The suggestion that Justice will be doxe if the gross

revenue from such meter rates does not exceed the gross revenue Lrom
the flat retes applicable to the zame dwelling houses is not ver-
suagive for the rescon that the'RailroadL Commlesti o doez not know
whethex the f£lat rates are just and reasonable and ¢an 1ot XKuow wn-
til complete evidence bearing on Jjust and reasonable rates hags heen
vresented in the ususl formsl rate proceeding and carefully con-
gidered in its entirety by the Relilroad Commiscion.
That the substitution oL meter rates for the existing
flet rates applicable %o dwelling houses will inereace the charges
peid by ot least a portion of the consumers of Spring Valley Water
Compexny is mdmitted and in the very nature of things must be so wn-
less the gross revenue from the dwelling house comsumers ac & wiole
is $0 be reduced below the grosz revenue Lrom the oxisting flat rates.
Seetion 63 (a) of the Public Utilities Act reads as follows:
"No puwblic utility shall raise any rate, fare,
toll, rental or charge or £0 sltexr any classification,
coxntract, practice, rule or regulation as 1o result in
an incresse in any rate, fare, tell, rental or charge,
wader any circumstences whstsoever, ¢xncent upon a show-
ing before the comxissior mn& a £finding by the commiz-
giox thot such ineresse is Justified.”
How can the Reilroald Coxmiscion, in advence of the neces-
sary evidence, moke a Linding that "such incresse is Justified™?
The Radlroad Commission ic asked to teke the affirmative

sction of establishing temporzxry meter rates for dwelling houses,




where no meter rates for &welling housSes now exizt, and to &o this

without evidonce &2 to the valuwo of the property used and uwseful
in the pudblic service, reasoneble maintenence and opoerating expenses,
a just allowance for a deopreciation smmulty exnd the other olomonts
waich o raite making body must know bofLore it can actvintelligehtly,
justly or comstitutionslly. Iow could the Commission, eitker iz tkre
conzcionces of Lie mombers or in the courts, dofend ratos thus madef
Nothing short of & most oxtraoriinary situation would“
Justify the granting of the reoquest of the Spring Valley Water
Company. We sagll now consider the arguments wrged by Spring
Talloy Vator Company iﬁ order %0 ascertain wWaetker such exmraordinary
sisuation sctually exists.
Firsf, Spring Valley Water Company urges thet, with
cortain pocsible exceptions, 45 omtire water system in the Civy
and Courty of San Framcisco should be metered. On this point,
the Reilroad Commission is Iin accord with Spring Vailey Tetor Conm-
pexy, provided thet meter vetes chell not bo cherged wnless suck
wotos are Zair, Yhe minimum charge for motorod Servicoe just axd
the measuring devices roliable. CThere 4Le no roason, nowever, Why
Spring Valley Vater Gompoxy chould not procecd to install meters
on all itec remaining sorvices which should de motered, even 1if
the Hailrosd Commission refuses 1o grant the roguest korein.
mo Reilrosd Commizsion kes publicly anrouncod that 1% bélieves that,
Ltk possibvle sxcoptions, the systexn of'Spring Valley Tater Coxpany
chould be motered and that as soon &s possibie the Comﬁission will
esteblish moter rates 0 apply whcrevér movore 8re installéd. There
is nothing in the first srgument of Spring Talley Wator Coxpany
nocessitating the graniing o< +he Company's roguosSt.
second, Spring Valley wator Company urges that in order
4o provenl waste O evcessive use, it is necessaxry “2or the Company

not merely %0 inztall meters dut also To collect a% meter rates.
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The Cozpany suggests thet 1L meters are installed without tho
chorge oI meter rates, its customers will continue Yo be waste-
a1l or to usc excessive gquantities of wetor. mhis eonelusion by
no moans follows. Under Seetion 12 of Ordinence No. 3346 (Now
Series), of ihe Board of Suporvisors, compsalel ongeged in the
sale of water in tho City sund Counity of Sem Frenmcisco are sSpecifi-
cally suthorized, not merely to install metors, dut alto to charge
ot metor ratos for all water running through tho meterc 1z excess
of *the cnantitios therein specified. Hence, Spring Valley Watér
Company nas vao power, dndor the water rates now in oXfect, ©o
charge for water usel mastefully or excoscively and in this monner
to take care of “aic particular situstiom. While said Section
Yo. 12 provides for e coriair margin of water waick moy be used
bvefore tre penalty for wasteful or excesslve use attacnes, we sre
not ez 7ot in & position to sey whether, on tho Zinal osteblizhment
of just snd reesonadle ratec, al loast & yportien of this wstler may
not be Lound Justly aue o she consumors under the compensation
now charged oy Spring Velley Weter Compsny. It will be zozumed,
of course, thet Spyring Valley Wotor Compexny will continve to tekxe sll
roasonshle sSteps to dovelop suck additionel water oS may be nceded
40 toke care of the growing poyulation'of Son Froncisco.

Thiré, Spring Telley Weter Coumpory insicts thot it will
not be poscitle im the Zormel rato proceoding whick will nerazftor
ho Lustitutod, to fix ond deternine fuct and reasonable moter rated

cow vesidence sorvices uxmless, in thc mesxiine, practically ol

rocidence sorvices have beor motored and peyment has beexn mede

on zuch services at metor rates. This contention of Spring Valley
wator Compemy lecves out of consideration tho foet thet for soxe
time prior to July &1, 1916, some 800 %o 900 motors hove beon

installed on residence services inm 3an Trencisco, that between




July 31, 1916, and the nrosont timo, much additional wvaluable

data has alroady beon accummmlatoed in comcection with tho motors
waich wore installed during that time on rosidonce services and
thet furthor valuablo date will be secured betweor the prectent time
ond +the submicsion of the fomal rate procoeding waich will hero-
efter be 2iled. This contention algo leaves out of considoration '
the fact that eveon 1if meter rates should now be charged on all
rogidence servicés, the amouvnts of water consumed through such
moetors would not necessarily be an scceurate indication of the
amounts of water whicﬁ wowrld be consumed at meter rates dlfferent
from the meter ratesiwhich might now bo ostebliszed for such
gervice.

Mr. Willlam Mulholland, the builder of the Los Angeles
agueduct and now tne marnagor of the wator systom of Los Angeles,

a witness called by Spring Valley Tater Company, was not in hermony
with this contontion of.Syring Valley Taobkor Company when he tosti-
1ed &8 Tollows:
"I beliove thaat there are vrobably sufficioent
data to exnecble a pretty wisoe conclusior a3 to what
would be the proper thing to do right now."

Lz Lar as The gross revenue of Spyxing Valley Wetor
Company 18 concerned, the Vab or Company will not be injuriouzly
affoctod 1L tho prosent flat rates Lor dwelling housos asre con~
tinnod, for the reasom thet thoe company will continue to collect
oxoetly tho samo ratos waich it hes horetoforo collected amd itz
gross rovenune will be exactly as large.

Phe Railroad Commisslon has publicly announced taat in
its opinion the only rormanert solution of the water roto §roblem
in tho City and County of San Fraumeisco iz to have the Commission,
aftor comploto and dotailed ovidenco has boon submitted, estabdlish
all tho rates; both flat rates and meter rates, 1o be chargod by
Spring Valloy Wator\CQmpany in the City and Couvnty of Saa Framcisco.

-l
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Spring Valleoy Webler Compsny has smnounced its purpose of 2iling 2
formol application askin y Rellrosd Commission to esteblich alld
24s vates. Until sucn epplication hes beonm decided, nc materlal
injury cen acerue o snyone by permitting tho presont Zlat retec
Sox dwelling houses to continue in effect, sublect to the rignt o
Spring Velley vater CO*puny 40 charge metered rctes Lor wactefunl
or excessive W30 02 water, 28 yprovided by Section 12
paxce adopted by the Boord of Supervisors Lnd now iz
Ir view 02 thoe faoct thotv v 5 quo is o bo mointained

esteblishod by the ordinsence passed by the Board of Suporvicors, |
antil the Roilrond Commicsion cen pormenertly 2ix the rates <o bo
chorgod oy Spring Velley Wator Compony, wWo uro of tho oninion that
no good purpose would be served by compolling ;np Volley water
Compoxy %0 send 10 each custozex oach month 2 sietemont of what his
bil; would be if meter raotes wore in elfect. mhe conclusive
cnswor to such propecition iz that at the nresort time there ore
no metor rates Zor dwelling house sorviee, and tho Reilroad Comxulo-
gion doos not raove the evidenco necessary to oste ol;sn sueh rates.
Tonce nobody knows waal meter rates Spring Valley woaker Compony should
coow on ite bills 4f it sont them out showing the chaiées wnder
ascumod motor rotes. Vo suggest, howover, to Spring‘Valloy ﬁater
Company vhet wherevoer RO motors show ox spparently sbmormel use of
wetor, the company's reprosontatives srould drew the motter to tho
attention of tre consumexr 30 thot tho cause of Iuch excessive use 1Ay
vo ascerteined and thereccftor prevantod.

Eewing reacked the conclusion wnst 4% would be inadvisable

4o grant the reguest of Spring Valley weter CompexJ, this procoeding

should be dicmiszszoed.

0®D

A public hesring heving voen hold in the cbove
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ontitled proceoding and the Reilrood Commiscion boing Lully

sdviced,

Tm Te TTAERY ORDERED that Spring Volley wator Compaxny
charge and collect tho ratas for woter proscribved by Ordinarce
No. 3346 (iow Sories) of‘the Board of Supcrvisors now on Iile
with the Retlrozd Commicsion, thst the roguost of Spring Velley
<tater Company f£or ¢ modification oI the letter o2 Novomber 2, 1916,
be sxd the same is horeby denied, and taat the abovo.entitléd
proceeding be ond the seme i1g, iz all othexr respects, hefeby
disnissed.

Dated ot Saxn Fremeisco, Californiz, tric 6tn dey of

Jemuary, L917.

Conmis SL0N0TSe




