Wecision No.ﬁg.z
BEPORE THE RATLROAD COMMISSION OF TEL STATE OF CALIFORKIA.

In the matter of the application
02 the CALIFPORNIA-MICEIGAN LAND

)

| |
AND WATER COMPANY, & corporation., ) Ap licatio
Lor permisaion to exercise Lrsn~ )
ehise, and Zor extensions. ) \\‘Q

B, J. Bradner for applicant;
2awin C. Criod Zor Cridb~Brodex Lighx and Water Company.

0PIXIOXN

LOVELARD, Commigslioner.

Applicent desires to supply water for domestic and irriges
tion purposes 4o residents on what is imown &8 the JSribb=3rodek Tract
of lend. Los Angeles county, Californie, and mekes applicstion herein,
ander section 50 of the Pubdblic Utilities Act, Zor the'roqpiéite |
cortiticatg of pudblic convenience and necessity. It‘ptopésoe;to
develop the water supply upon its own lands which are adjaoent to
the Cribd-Brodek Tract. e

The Cribb-BrodékuLiéht and Vater Compeny is at present
digtriduting water upon this tract and has been engaged in thé
business :or a zntmber of years.

Tho: existing company opposes the invasion of 1ts Iield of
operation 5y applicant. ' !

| Applicant contends that the soufce of water supyly of ro—f
spondent 1s insdequate to the needs of the commnnity:'thax‘thé‘ratos
charged are excessive: and that the property owners upon the tract,

in consequence, have beern ﬁnable satisfectorily to develop Their

lands. In support of thics conzention; the petition sets forth thatv

about eighty (£0) of the property orners, approxinately seven-
eightz 02 all those residing wupon the tract, have contracts with
apvlicent to be supplied with wetor for a period oz thxoe yeara

at retes and wpon terms and conditions prescribed in the conxract
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Surthermore, that these. contracts were made upon the part of

applicent in reply to a demand of the consumers voicedg at & mass
, Pt ,

meeting held by them Lor the purpose of discussing the water
situation, aud thet spplicant stends ready to furnish the water
at the ratoa agréod upon, although it does not believe there
will be any profit in the business untlil the community becomes
nore thickly settled and the consumption of water greater.

The sole guestion before the Commission is whether /"the |
prosent or future public coavenience and necessity require or will
requira " (Section 50, .:Pu'blic Utilities Act) the construction by
applicant of its proposed water distridution system and thé QX O
cize of the rights and privileges under tho franchiges granted dy
the local author;;tie;a, pursuant to which it obtains the ,privilege

£ furnishing water in thie diatrict.

The determination im;ol,v,es consideration (1) as to
whether the supply of water now furnished by the existing dompany
i1z adequate; (2) has the existing compeny discharged its aufy
to the »ublic by giving efficient service and reaconabdle rates;
(3) If either of these propositions is decided in the negative,
can “che situetion be imnroved by permitting applicant to ezeréinc
itz franchise rights to enter into competition with “he existing
company; and (4) iz applicent in position, fina-ncially; and by
roazon of poscessing an ample supply of water, %o constmct,
eouip and maintain & plant or system %o a.dequateiy supplj the
conlsumera and water users of the truct in question at reasonable.
rates. |

‘ A bearing vas had in Los Angeles November 21, 1912,
Pollowing which, briefs and supplemental papers were filed and

an exemiration made info thoe entire situastion by the Commiasion.’e;

Zngineering Divizion. Upon the evidence introduced end all the

-l




/ \
documents in the matter, the Zacts may now de premn‘t;:ed.

Californis~richigan Land and Tater Company, a domestic
corporation, was incorporated ‘Decombez' 21, 1920, with the primary
object of engaging in real estate tronsactions, dut having the
chartered right to develop and sell water and other substances.
Snbéoquently it acquired cexrtaln property iz Los Angelggtﬁgzgm as
the Michillinds Tract, comprising sbout 167 scores, whickh the com-
pany proposes to subdivide and sell in small lots Lor subuﬁw.n :
mesidential purposes. According to engineering estimates, sab-
mitted by applicant, some two zundred inches of weter mé.y be de-
veloved upon this tract, which amount is stated %o be la.rgély
in excess of the subdivision requirenents.

Upon spplicetion of tkis compeny, the Board of Super—
visors of Los Angeles county, California, granted it a franchbise
wnder date of lay 13, 1912, to construct & water distridbuting
systom upon certain sireets ond highweys in said counily of Los
Angeles, Ca.li:rpmia. axd to distrivute and sell w:é.'ter Loxr domestic
and 1rriga.tirlg purposes‘ior a porlod of forty yeers. The ares
éovered. in the franchise consists Qi’ about five thousand acres, "
f.:tostly undeveloped and with o scattered population. Tithin this=
area, however, are sSeversl tracts under cultivation by individuals
owhing small screages therein. One of those is the Sumny Slope
Tineyard Tract, tho recidents u'pozi vaich are supplied with wuter

by the Sunny Slo;:_ej water Company. Another. is the Cribdb-Brodek

Tract. It is applicant'’s present desire to distribute water only
to those reciding in the Oribb-Brodek Iract. |

In addifion t.o 1%s present supply, whick the Coumissiox is |
gatisfied 1is abundanf for the purposes stated, spplicant has mede
arrangenenta to purchese water Lrom another sSource in the smount of
seversl hundred inches and stands ready to develop this source iZ

neces3iary.




The Cribb-Brodek Light and Vater Company hes between
oighty (80) and one hundred (100) consumers. A% the hearing
twenty of thete apneared as witnesses fLor applicant and gave
evidence as %o the inadequacy, inefficiency and woressonsble
rates 02 the Cribb-BrodeE Light and Vator Compahy. This evidence
substantizlly is to the effect that the inedequacy of supply, the
low pressure and the high rates cherged, all combine to maké im-
practicable the agriculiunral development 5: their lands; that
whon tho cbmpany was requested to better the zervice, th§ consunmers
were told that the water operations were not profitable, and tke
threat was made %o shnt down the plant. They also teatified that
some of the consumers had invested in the capital stock of the
Sunny Slope Weter Company, & mutwal concern, in ordér to obtaln
rights to water that went with such ownershiy. i |

The prices charged by tne respondent company have varilied
srom time o time and have not been adbered to with respect to all
consumers alike. Then the consulors began negotiationa to obfain
water from applicant, respondent was charging & minimum month1y'
»ate of Ome and 50/100 (1.50) Dollars for £iftoexn hundred (1500)
cubic feet (21250 gallons) for irrigation, with Eight conts per
hundred cubic feot for 21l used in excessz of the minimum, and bed.
serveld notice of ites intention to increase the minimmm rate to
owo (2) Dollers for fifteen hundred {1500} cubic feet.

Applicant proposes o muse o ninfoun monthly charge'of
rwo (2) Dollars for ben.thousand (10,000} gellons (the equivalent
of 1333-1/3 cubic feet), with & flat rate ol Three and one=fourth
(z%) conts per hundred cubic feet for all in excesg of the min;mmm.,
Witk this proposed'rate. the consumers have evifenced thgir ontire
satisfacﬁion by entering into contraocts fLor servicé. The Con=
misgion does not in this pioceeding pase upon the reasonebleness
of said cherge or rate, nor does itAbass wHon any o£ the contracts

for cervice.

The C£2bb-Brofok Light ané Tater Company'purchased’its




wator system from the Cridbb-2rodekx Land {ompany, vaying therefor
approxinately Foﬁrteen Thousand (14,000) Dollars. This system
consists of e well upon tho tract inm question, a 1ift pump, the
&ies% ributing systen on the tract and two cement-lined resorvoire.
With the water cystenm also weas acquired several small separate
varcels 02 land which were subsequently so0ld Loz Pive Thousard,
Mve anndrcd'(s.soO) Dollars and a parcel of Lazd in the Swmny
Slope Tineyerd Tract which responfext still owns. This latter
propervy is water béaring land and ie retained in saticipation
of developing snd distrizuting the water, Zor vwhich purpose a
fremenise has been obteined from tre locsl authorities permitting
the conveyance to aﬁ& ddgtribution of ngfimmxer uwpon the Cridb-

Brodek Tract, smong other lands.

Mae testimony shows that the well is sbouwt five hundred

fcet deep and the waltor which stends in it tp within ebont
eighty feet of the ground surface, furnishes o snﬁply oL not ex-~
ceoding tairty inches; that through improper handling, tris well
hes sanded to a deptk of twenty-four Lfeet and the send, at times
pﬁmped with the water, seriovsly interferes with good service;
that respondent has boen delifering into its systen a small
qnuntity 0+ waser obtained from the Sunny Slope ¥Water Company
waick in itself is ar admieaion of the inadequacy of its own
souxrce of SUPPLY. |

Por the twelve months ended October 31, 1912, respondent's
'55033 earnings from Teter operations were Two Thousand, Five Egndred
Fifty—ei ht snd 45/100 ( 556.45) Dollars; its expcnsés,iincluﬂing
taxes end seven per cent interegt on Ten Thousend (10, OOO) Dollars,\
bondzs, Two Thousand, Two HEundred Thirteen and 76/100 (2, 215.76) Dol-
lers, leaving & net reveawe of Three Eundred Forty-four an8 69/100

(344.69) Dollars without deducting the maintensnce charges, deprecis-
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v
<tion, oOF reserve for sinizing Zund.

The welght of evidenco leads t0 no other conclusion than
that regpondent has been greatly remiss Iin its oblipgations to the

prdlic. Its consumers are ent;tled to adeguate service at sll times
and at reasongble rates. Its failure to render adeguate service

at reasonable rales has been gross and inexcusavle. Owning, as it
¢laims %o do, sn smple edditiorel supply of water, and holding a
frenckise v&hich world permit it to develop and distridute from suck ':
eource,' 1t hes elected to Zollow & policy of indifference to the |
needs of 1ts patronz. 3y reasonli 0L inconsistent charges, insuffi-
vcient and poor service, it has p*evented its consumers from improv-
irg vheir lands a.nd zas compol.’l.ed those who waere in s position to J‘
80 20 to obtein sexvice elsewhere. It has 'by its conduct aroused
generally an sntagonistic feeling toward it. Some imprévemeﬁts to
5.1:3 system bave been made but not of an extent and character to malke
tho plant as & whole equal to the zair requirenents of the community.

It satisfactorily appears that Celifornis~Michigsn I.a.nd
and Water Company, the anplicant hereln, 1is possessod 0Z water be-
yond itc ovn needs- that the excess i*’ anply sufficient for the pur-
poses stated; that it is prepared to construct the necezsary 4is~ '
tridbuting systom. and that it has secured, as customers, at prices
satiefact'ory to them, substaniiaslly all of the cusiomers of respon-
gent. Zvery roason exists why the applicatioa should de gra.‘ntedf ox-
cept for the consequent. effect upon the value of tho property of
the e.xi.sting\ company agsinst which 18 outstanding a donded in'd:qbt-
edness. | | hE

" mMis naturally drings up the guestion as to what

sttitude t:ﬂ.is' Commission stowld snd will essume in gituations
where, by granting the application of & pudblic wtility to gervo

the public in = territory or. section alresdy occupied by & like
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pujolic utility, when the latter has been remiss in its duty %o
its patrons, snd the granting of such application will tend to |
reduce the value of the properiy of the company alresdy in the

22014, and ( incidentslly cemse loss to the holders o2 bonds

which have been issued agalnst su¢h property.

In this particular case it happens that the bonds are
1argely owned by the same parties who control the protesting
company, and who are responsidle Zor the failure to supply suf-
2ictent and adequate zexvioce at ressonabdle rates to the tract
comprehendod in the zpplication; bu.t the Commission believes
that the a.ttention of bondholaerr- g;enorally should be called %o
the "act thet failure upon the .:r"':. of the company wiose ‘oonds
they b.old to per"om its duty co .he public by rendering adequate
service st ressonsble rates, will ordinarily result in this Com=
nission's permitiing compofition with such delinquent compeny
with %he probeble result that the property upon whick the bonds
are & lien will be depreciated in velue.

Bondholders have suck an interest Lu the property of a
prblic utility, that they should exercise whatever influerce ihey
have to sec that such‘. wtility adequately perforns its &uty toward

the public. |
In Case No. 269, Pscific Gas & ZElectiric Conpany Ve

mhe Great Western Power Company, nerotofore deciled by this

Commission, it was held, and the principle was aanounced, thet
public utilities must xot weit "until competition is at thelr.
door", before improving tnefLiciont service and correcting un-
veasoneble ratos. I quote from the 1 Lenguage of that decislon:
wIf any territory sorved by an oxisting
utility is afflicted by 3uck utility with ex—
cegsive rates or inofficlent service, and &

second utility of the same kind desires to
enter such territory, and %this Commission
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chould say to the existing utility: "Although
while you had matters your ove way, you loat
sight of your duty to the public, yet we still
reserve £or you thle territory in considexr-
stion oF your future good bebavior,® in how
pany instences doeg any o6 SUPPOSe & new
utility would apply to enter a territory
served by an existing utility, when the only
effect of 21l its trouble and expense would
be the cheapening of the rate and the in-
provenezt of the service of the existing
uiility?
oW W W W T W W

"2ather 40 we anmounce the rule that
only until the time of threatened competition
ehell the existing utility be allowed <o put
$t3elf in such 8 position with reference to
its patrons, that this Commission may £ind
4hat such patrons are adequately served at
reggoneble rates. By aanouncing this prin-
¢iple we hope we shall hold out %o the ex~
igting utilities an incentlve whick will
indunce them volwniterily, witaout burdening
thiz Commission or other governmental sulh-
orities to accord to the communities of this
state those rates ang that service %o which
thoy ere in Justice ontitled, and to the new
ntilities we shall likewise hold outi tho in-
contive that on the discovery by them of
territory whick is not sccorded reasonable
service and just rates, they may have the
privilege of entering therein if they are
willing to accoxrd fair treatment to such
cerritory.™

I bolieve thet princivle i3 sound and should be adhered
4o 4n this case, and I therékdre £5n6 that public converienco
and necessity require aﬁ€_§Z11 reouire the granting df the applié ‘
cation of the Caiifornia—Michigan Tapd and Water Company %o exer-
cise its franchise righis and gexve water for domestic purposes
and for irrigetion to the residents and water users of thdt_sootion{

or tract comprehended in this spylication now gexrved dy the

Cribb-Brodek'Lighx and Water Company. I vecotmend thet the fol-

loWwing order be foeued:
| ORDER
The Califoinia—Miohigan>Land and Weter. Compeny having
neretofore 2iled with this Commission its anlicatibn‘uﬁd§¥
Section 50 of the Public Utilities Aot, for & certiZicate of

public convenience arxd necessity and for permissioﬁ 40 exercise
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143 franchise rights and privileges wnder & certain fLranohise
reretofore, to-wit: on My 13, 1912, granted %o 1t by the
Zoard of Supervisors of the coﬁnty'or Los Angeles, Cal;ﬁoinia,
to congtruct, maintain and operate a distributing system for
the puarpoce of supplying water for domestic purmoses and for
irrigation, to_fhe residents and water users of a certain tract
or section in Los Angeles county, Califomla, known &né described
4a 4hiz application as the Cribd-Brodek Tract; |

And the case hraving been regularly hearé. and 4%t sppesr-
ing 2rom the estimony tkal tke Cribb~BrodeklZght and Water
Company, which Sompany hae beretofore sexved and i3 now serving
+he said Trect, has been remiss iz 1ts duty to the publié and
falled to give to iis consumers adeqpste service at reasonable
ratos, asd thot through such failure rosidents of the Cribb-
orodek Tract have been woable to secure water eitker in sul-

ficient'qtantity or at reasonsble rates, to improve their lands,

while some have been commelled to arrenge with other adjacént
Zor water
companies/to save their orops and lawns, end that said Cribd-

Brodek Land exnd Water Company has been repeatedly requeated in
the past to improve its service and reduce to 2 ressonadble fLigure
1tg rates for water for irrigation. vut has ignored snd 4is-
regarded such request; |

And 4t appearing further that the Cali‘o:nia—Michigan
Tand exd Water Company is in condition, financLaLiy. to 1netall
a gysten and serve the residenxs and water uuers ot the Cribb-
Brodek Tract, anc that it has or cen develop an amnle supply of
water for that purpose in addition to that rhich i“ wil) require
to adecuately serve other sections covered by iti: {renckise or

frenchiges, and that it has offerod to s30Xve watgr %o The

recidents end users of the Cribb-Brodek Trect at ¢ minimum
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nonthly charge of two dollars ($2.00) Zor ten thousend gellors
(ecuivelent to one thousand three hundred thirty-three and
ome-third (1,333-1/3) cubic Zoet), with a flat rate of
three and ore-fourth (3-1/4) cents per hundred (L00) cudic
2eet for all in excess of the minfoum, with which rate the
scomsumers have evidenced +heir satisfaction by entering into
contracts for the service.

XOW DEEREZFORE, be it ordered that the dalifornia—
Michigen Land and Water Company de, and 1t is hérebj granted
permission to consizuct, ecuip and maintain & plant or syafem
for the distrivution of water for domestic purposes and fLor
irrigation in the tract lmowm and descridbel as the Cripb-Brodek
twact in the county of I0s Angeles, state of Californie; |

S20VIDED that sadd Californis-Nichigen Dend end Vater
Company shell supply water to the residents and users of sald
tract st the rate of not to exceed two dollars ($2.00) per month
Lor ten thousand (10,000) gellona {one +rousand three hundred
spizty-three and one-third (1,333-1/3) ctubic feet) and three and
ome~fourth (3=1/4) cents per hundred (100} gallons for oll water
used iz excosé of the ten thousand (10,000) gallons peox mohxh;

end, :
ROVIDED PURTEER, thst should said Celifornie-iichigen

Tend snd Weter Compeny supply any of its customers, regardless \
of where they are located, at e rate less than tho_rafe ahove
mentioned to be charged the consumers of the Cr;bbézroddklmract.
. then the rate 4o caid conmsumers of sald Cribb-B;odek-rract shall
immediately de redudéé to éuch lower rate.

_The foregoing opinion and order are beoreby approved
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a2d ordersd 2£iled as. the opinion and order of the Railroad
Commissiorn of the State of Celifornia.
Dated at Ssn Francisco, this

January, 1913.

. Commissicners..




