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BY TEE COMMISSION.
- CPINION

The complaint in tkis proceeding was made by

twenty-eight residents of the so-called Somth Santa
Anita fract. Los Angeles Comty. These complainants
are Tsers of water from the system of the Californise~
Mickhigen Land snd Water Company hereinafter referred to
as defendant.

| The complaint slleges in effect that the
rates charged.by defendant are excessive, unreaaoﬁﬁble
‘and wnjust end asks that a fair and reasoneble rate
schedule be established.

Défendant in i¥s answer denies that the.

chexrges are exces sive and alleges that the preosent raxe

schednle does not provide sufficient revenue to cover
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operating experses end depreciation charges and asks

that a reasoh&ble and Just schelule of rates be estedlished.

Public hearings were held 1n Xos Angéles on
July 28, gnd Oc‘bobér 12, 1917, by Examiner Encell.

The Celifornie~-Michigen Land & Weter Company
was organized December 21, 1910 primarily for the pur-
pose of developing for recidential uses zome 167 acres
of land lying .s, few nmiles directly east of Pasadens
known as the Michillinda Trest. The water system was
then congtructed as an sdjunct to the real estate ‘business.
In the esarly part of 1913, defendant Bega.n supplying water
%0 such few residente as occupied its tract. Skortly

\ thereafter defendant asquired the water system owned and
opersted by the Cridb~Brodek Light and Weter Company for
the swm of $3,500.00 which system was then supplying
water to the residents of the South Santa Anita Tract, a
contignous tract om the south and east of the Michillinda
Tract. The transfer of this property' was suthorlized by
this Commission oxn Jsuuery 15, 1913 in Decision Ne. 407 in
Application No. 273, entitled "In the matter of the Ap~
plication of the Californis~Michigan Land & Water Company
for permission to exercise frenchises and for extensions™.
(Vol. 2 Opinions amd Orders of the Rallroad Commission,-
p. 31) Permission to extend into the South Senta Anita
Tract was grsnted provided the rate to the residents of this
tract would not exceed $2.00 per month for 1333-1/3 cubic
feet or less and 3-1/4 cents per 100 cu‘oic feet Lor water
used in excess. These are the rates now in effect.

Weter supply for this system is obtalned from
six wells located on 'ﬁhe northerly part of the Micbillinda.
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Tract. Prom these wells the water is pumped into four
concrete reservoirs and is thence distriduted throughount
the iichillinde and South Santa AnlwsTracts. The aversage
numdber of consumers in 1915 was l44. At present this hes
been lncreased to 179 taps practically all of which are
active. Of these consumers seven only are om the Michillinda
Tract.

For convenience the subject matter ¢f this
application-will be considered qnder tze following heads:~
Appraisel, Service Value, Méintenaace and Operstior Expense,

The Rate. These will be discmssed in the order namedl.

APPRATSAL:

Appreisals weore fiied by Mr. Goodspeed for the
Coxpeny and Dy Assistant Zagineers C. E. Tovelsnd and
J. G. Walther for the Commission. A-comparative tabwlation
of these sppraissals folldws:-

Commission = Goodsp

Designation Engineers : Reproduction

Bstimated : Cos?t Cost
Cost H

Distribution System $24036 $51.289.28%* {23949
Meters and Services 3983 6690.00 3409

Reservoirs

4649 5850.00 3900

Purping Equipment 2934 5725.00 3900

Wells
Buildings,
Tanks,

6030 7100.00 7100
148 * *
171 * »

Pumping Pits,. 1036 " *
Tools, €tC., 300 * *

“SRTZEY F1665% .28 V42208
*_Treluded in items sbove.
**_Franchise cost, engineering and legel
Expense, included.

In the appraissl submitted by the company the prices

of meterial are as of the date of the apyraisal. The present
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condition has resulted in abnormally bigh prices and mekes
the use of present prices in s reproduction new method of
valustion manifestly m&Lr %o the consumer.-- ‘It wa.s
tostiZied by Mr. Elmer A.naer%n Superﬂ.ntendent of 'the com~
pany, taet prices hed inmcressed 15% since the date of the
appraissl and wouwld comtinume %o incresse for & long period.

The commissic;n's engincers have used prices
averaged over a period ¢f yesrs thus conpensating Lor periods
of abnormally low or high prices. The eatim'ce o2 the Coin-
mission’s engineers checks the estimate of origimel cost msde
by the company very closely. In view of these facts 1t ie
Laly end is Lound a3 a fact thet the Commigsion's engineera
appraisal of $43, 28'7.00 {8 a fair amount for the estima.'bod
.¢03t new of the physical structures of tb.is system.

Resl estate and water rights sare not 1ncluded
.in the above tabulatlon.

Defendsnt in Exhibdit "3" contends that its

water rights have a value of $60,000.00 whick sun is arrived

at by sssuming a use of 80 niner's inches continuous Ilow
at $n50.00 per niner’s inch.

The water is obtained from wolls sunk d.irectly
behind the so=called Reymond E1ll Dyke which is composed of
8 soft miccexne sandstone. This dyke ic a né'cural wnder-~
ground dem and :forms 8 na.tural regervoir. The difference
i1 the distance to the water plane from the ground emr"’ace.
above and below the dyke on the Michillinds and South Santa .

Anite Tracts varies fray 50 to 100 feet. Water is thus more
resdily obtainable in the area above the dyke £r6m which this
company obtains its water supplye.

This Commission has repeatedly held that in the
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-case of percolating waters, these waters csu have 1o value

aslde from the value 0f the land considered Zor all purposes
including the pumping of water therefrom; and we shall in
this instancg‘cbnaider the value of the lands 4o this com-
paxy for a1l available uses that it might be put to including
its use as water bearing land. ‘

The. testimony shows that the lots upon w;ich ore
located the wells and resérvoirs of defendent are used for
agriculinrel and othor purposes.

“he maps of this system filed show that im most
instances only a very small portioﬁ of the land reserved for
water uses and which the deferdant desires to have the Com=-
mission consider as s capital investment is sctvally used for
defendant's water business.

.Dgrendant herein claimed in its appraisal s
velue of $10,500. for the lands whick have been made unmarike

eteble by reason of the location of wells smd rogervoirs
thereuwpon. However, the land actually used for these pur-
Poses does not constitute more than ome-third of the area of
the lands mpon which these water froduction Lacilities gre
located; nor would anm allowance of the lands' full vélue take
into conzideration the fect that defendsmnt is using the re-
nalning two~thirds of these lands for agricultursl and other
purposes. PFurthermore becaunse defendant wse the owner of
the entire tract, it has scattered its feants and laid pipes
on different portions'of the tract without any regerd to an
economy of space guch =8 would have been exercised hsd it been
necessary for them %0 have purchased land for the location of
‘hese facilities from third parties. '

Téking'into considoration the scattered location
of the wells and reservoirs and the further fact that The landg
ic used for agricultursl purposes withomt any interference or
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diminntion of Lits value as s waler producer, we believe that 4if

defendant herein is allowed & return upon the sum of $5..550.0o

thet the Commissiom is giving to the utility & fair allowance

for its cepital 1pvested. in water bearing lands.

Defendant has included in its apprsisal 25,000
feet o2 private right of way at $150.00 per 1,000 feet or a
totel of $3,750.00 for rights of way. This price is Ddased
upon the price paid by the defendant for one-hslf mile of right
of way which im.s purchased from an adjacent property owner.
Defendant has lasid its weter malns along the rear of the lots
into which their tract has been subdivided instesd of placing
the same In the dedicated stroets of the tract. kThis was done
by them 0o avoid placing of meter boxes and service connections
in the front of their lots. The right of way upon whdéh this
vAustion was pleced by the defendant is merely su essement and
doeg not in anywise lessen the value of the property wpon whickh
it is laid. Takihg_ this fTact into consideration and the further'
fact that defendsnt conld have 'secured a franchise 1o place
its mains in the dedicated streets at practically no cost to
itsel?, “che amonnt claimed herein i3 not only excessive dut
taking into consiieration the facts herein above set Lorxrth, wo-
believe thet these ensements shounld not be capité.lized in this '
proceeding. |

Cxly one strip of right of way ome-half mile in
length was purchased. At the time of the installation of the
10" main to the South Sante Anita Tract it became necessary %o
purchase a right of way from tho Chapmen Ranch. This right of”

way ove-bal? mile in length cost $400.00.
SERVICE TVALUZ '

As belore stated the company purchased from the
Crivb=Brodelk Compexry that portion of its system which sup-
plies the South Sanfe, Anita Tract with water at a cos8t %o
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itsels of $3.500;00;' The property purchased for this

stm provided a water supply for the South Semta Anite Tract. In

order, however to bé gblo +o better supply the South Santa

Anits Tract and also to supply the Michillinda Tract a six

4dnch end ter inch mein were laid from the wdlls in the Michillinda
- Tract to the South. Sante Anite Trect at & conmsidersble cost.

The Commissionms Engineér reporte that that portion of the

eysten purchased from Cribb-Srodek Company would ¢ost oW |

$10,803.00 exclusive of rights o:‘way'ove& private land. This

large investment is/d;:o;ortionate +0 the service rendered the

water comsumers in the Soutk Santa Anita Tract.

At the time that the Zacllities of the defendant
herein were connected with the South Senta Anita Tract, owners
of approximately 525 acrea in that tract paid to defendant
the sum of $20.00 per scre o assist in financing the extension
of that sexryice to thoeir properties. In view ¢of the fact that

- the Cribb-Broaei system was originally constructed £or the
purpose of ai&ing in the sale of real estate and that there was
peid to defendant $20.00 per acre a3 a deposit 10 cover the cost
of installing additionsl Tacilitles, we consider it fair for tge
pmrposes'of this proceeding that the originel cost to defendant
of the equipment. to supply the South Santa Anita_Tracp. ngmoly
$3,500. OO_[:: :e gfegum' %o be capitalized.

It was contended dy défendant that the portion
of the system which supflies.the South Sants Anita Tract should
be segregated and & rate for that trect only computed.  All
of the complainants reside in that tract, there being only seven
consumers in the Michillinds Tract.

As we hsve hereinshove ststed, defendant has

charged against the South Santa Anita Tract the six inch and ten

inch pipe line extending thFough the Mickillinds Tract from the

wells and reservoirs located thereon. As was hereimabove




Pointed out this line was instelled 4in such a manmer thut

it could supply a large portion of the Michillinda Tract and
1ts location was chosen for that purpose. The wells and

reservolrs secrved s similar Purpose. We are of the opinion
That it wonld be wafair éﬁder-the circumstances to fix a
different rate for the differenmt tracts because in so doing
it wonld place the burden of practically the entire system
upon the consumers of the South Santa Anits Tract.

The Michillinda Tract was put on the merket at
approximately the same time as the water system was con-
etructed but owing to thqlslump in real estate, s0ld very
slowly. At present there are only seven consumers served
1n 84d1tion to the use of water by defemdant for domestic |
and irrigation purposes on its Yroperty. Defendant has two
domestic‘and eight-irrigamion commections. The use of watexr
through the irrigation services for the year 1916 was re-
rorted to be 2,200,000 cudbic feet. There are about 300 lots
in this tract each approximately one-heolf scre in size witkhin
the area resched by this system.

The South Sante Anita Tract is divided into
105 lots of approximetely 5 acres each and of these all
but 18 were served iz 1916 amd it is reported by Mr. Anderson.
dofendﬁnt's superintendent tha% The entire tract is irrigated
this yesr. On this tract each lot averages approximaxely two
services and considering this as normﬁl_wo £ind thﬁx woder the
whole g;stem there are approximately 500 lots thet com Se
served while the company ishow sexrving only 167.

It therefore appears that while the Soutk Santa
Anita Tract is prectically fti.‘._!.ly 'aeve:.opoa, the Michillinda
Trﬁct is 8t1ll in 1ts Infancy as to development and it would'
be uvnfair to charge & pipe system of this extent to the present

consumers.,

‘8-
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We believe that fn this imstance 4t is fair to imclude that

portion of the system used in the .sexrvice of the presert con-
Suxers with reasonabdble allowances for overbuil@ing such as
oceur. in nozm#l.systems<and Lor such“additional 9hort ex~
tensions #nd service'conneotione 28 become necessary.

We will, therefore, assume that the Pipe lines
other than those purchesed from the Cribb-Brodek Company are
used Iin the proportion of 400 to 167 and thua include a libersl
. OverbtuXlding allowmnco for IOO possible consumera. The Com-~
mission's Englneers appraised this pipe system st $15,292.00 and
using the abo§é Propar-tion we arrive at a service value for
present consumers of $6,380.00. ,

The testimony of Mr. Andersonm,- Superintendent
‘of the company shows that the runping plents of this company
have a2 capecity of 145 miner's imckes or 250,500 cubic feet per
day. During July 1916 in waich the maximnm consumption occuxred
the record Shows an average daily use of 40,000 cubic feet or
23 miner's inch days.

The Tegervoirs of this company have a copacity of
'69,000 cubie feet or more then sufficient for an averégo'day's'
use in the maximum month. We fin& therefore, tha£ the present
pumping system without considering storage is 6.2 times the
capacity necessary for an average day's use.

.ft assuredly is treating th@s compeny liberslly if
this average uée is doudled =2nd used as the measure of proper
capacity spart from the sgdditional advantage which the utility
has of Deing abie %o care Lor their peak loads from storage.
Iven after thus doubling the daily use, we £ind that the present
pump cepacity i 3.1 times thet, nmeeded on the preceding basis.

Tris excess capacity was undondtedly installed zor
the purpose of supplying the future use on the chhillinda
*ract and therefore the entire cost of the rresédnt syatem is
not prope*ly cha:geablo agalingt present conaumers. The smount

we bellieve that is properly chargeable “agelinst the prosenxfcon-




duzers should beer the ssme ratic to the present investment

that the present maximum demapd besrs to the caéacity of the
gystem, togethor with 8 ressozable sllowance for such over-sising
of its syotem <28 might under ordinsry circumstances be made
in anticipation of the normal development of & conpany's busl-
ness. The ratio just suggested would give the sum of $4,980.00
3] that portion of the 1laods and pumps of defendant which 1s
properly chargeable to the present consumers. This allownnce
will admit of » standby mnit for emergencies, in addition to
that reserve sn:pply whick 48 in storagem:w
A resume of the varicus items going to make up this

service value, Tollows:

Purchsase from Cribb-Brodek Co. - $3,500.00

Pipe Systenm in Michillinda Tract 6,380.00

Pumps snd Equipment 4 980,00

Porriture and Toola " . 300.00

Resexrvolrs 5 +390.00°
_uerv:.cos and me'bers 3,983.00

potel . §22,533.00

It is heréby fownd as & Tact that the sbove cum is

'the Lol service va.luo of de:fendant'a water plent used in
the service of its presen'b consSumers.

MATINTENANCE AND OPERAQION EXPENSE:

Following ic & tebulation showing the maintenance
and operation expenses for 1915 and 1916 and the 'emoun‘t

estimated by dofendant as necessary ‘or Luture opera‘tion.
' ' *%19185 1916 stimm '
Tollections end meter readlng, y 620.00 ¥ LEB.O%
Prmping Expense, 1101.20 1168.27
Pomping Supplies, : 40 .15 000.00
Tuel znd Casoline, , : 217.67 290.78
Meter repairs, 1.94 41.97
Well repuirs, 27.50. 000,00
Distridution Main Repairs, 182.90 123.60-
0f£icial Salaries, o 1168.34 1336.72
- QffLice Salaries, 515,00 390 .00
D&ttee Bipoensd,y - . 257.256 = 3l9.20
Taxes, ‘ ' : 16.20 102.69 -
OLLice Rents. . .00,00 -180.00
Railroad Commission Expense 00.00 6.00
?:omotion 02 Business, - 00.00 3.30

Total ¥ 2o8.15 % AL4L.07 TAEX .28
*No details shown
*¥arom records of compeny and Anzusl Reporis.
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These charges are a segregation of the charges of both the
land and water bﬁsiness. The compeny meintaine for its com-
bined land snd water business an of¥ice in Los Angeles and
also on the tract. A superintendent i1g in charge at the
tract handling both the real eatate.and water business end
iz addition gmensger is employed who sperds most of hie time
at the Los Angeles Office. In addition to this position

the manager 1s also a practicing attorney. A charge of
$1,200.00 per year is ivcluded sbove in the item offidal
sslaries. | ’

We are of the opinion that under the directlon
02 the Board of Directors, the present superintendent can by
confining his activities %o the business of the water company
maXe the maintenance ¢f a Los Angeles 0ffice and a superin-
tondent uUNNecessaYY . Should the company, bhowever, desire
o continme 1ts present srrangement in order to furiber |
$ts land operations, this Commission will mot permit them to
establish a rate against less than 200 consumers in order to
pay the cost of maintaining such an organizatior.

The franchisé granted by the Comnty of Los Angeles
provides that after July 1, 1917, thia‘company’pay 8 fra~
chize tax which 1t is estimated by Mr. Goodspeed will De
$200.00 per smpum. In addivicn %o this increasce ﬁhoro will be
in 1917 a Foderal tax which 13 estimated at $100.00 per yeer.
These shovld be added to the annual expense of the com@any
Correcting the above figures a8 shown above, we arrive at the
san of $5,C51.00 as the fair sumual maintenance and operation
charges. ’
T0TAL ANNUAL CEARGES

wmaing the foreging we arrive at the total
amwm which showld be produced each year by the rates:

Interest on -,'$22 533.00 at % $1,577
atnton Operstion Bxpense 3,061
Maintenance and Operation onSe .
Total $5,500
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The gross water revenue and water use follows:

Water usé in Grosse

: , 100 eun.ft. 2evenue
1913 , ' - T 40 250 ~

1914 66 819 4 553

1915 81 408 5 767

1916 85.155 5 790

1917* 108 096 6 689

Oct. 1916~ Sept. 1917 inelusive. : . :

Defondant has irrigated some 45 scres pléntea'to alfalfa;
oranges, and’walnnxs and has used during the past year 2,200,000 cubic
feet Lor which it paid $715.00. The compeny have eight irrigation and
two domestic camections. If the same rate is charged for these in-~
clnding the minimum a3 other consumers Pay this use would produce an
income of at 1east $205.00 annually or a difference of $190.00. This
gives a total corrected income for 1916 of y53980h

| Attentlon is called %o the imcreased imcome for 1917 over 1916.

Correcting this as in 1916 there is & total income of $7,001.00 or am
increase of $899.00 in income to balance against $500.00 lncresse in
meintenance snd operation expense.

RALTE SCEEDULE

It now remains‘to compute o rate thet will admit of +the utility
earning such comm@isation a3 under all the circumstances iz Just to
{1 and to the publid,

The record of.water nsod'iﬁ 1916 f1led in Commission's Exhivit
No. 2 chows 2 total use of 6,497,200 cubic feet exclusive of"
2,200,000 cudic feet used dy the company on its omn lsmds. After a
careful study of the tablea‘of water use filed in Commission's
Exhioit No. 2 showing the ﬁ&nthly wse in varying amounts from 500
cublc feet or less to over 30,000 cubic feet, we bave provided &
rete set forth_in the order which, based upon the records of use
will produce an income mmply sufficient to provide for maintensance
and overation, depfeciatioh and an adequate return t0 the conpany

unpon the L£air valuq of its property.




2ublic hearings having been hold snd evidence sube-
ritted in the above entitled Proceeding and, ‘the Commission be~
ing £vily apprised in the Premices and the matier now oeing
rocdy for decision,

ID IS IEREBY FOUND AS A PACT that tHe retos cherged

by the Califémia-l’:ichigan Zand and Water Company for dome'"tic
and irrigntion water insofer as they differ from “ke rates
cet out in this order sre 'mjust end wreusonable omd the -
retos set out nerein are Just and roasonmable,

and basing this order on the foregoing :f.md.ing of
faect ard on the further findings of foet set out in the opin-
lon whick wvrocedes this ordexr,

IT IS EERZBY ORDERED thet CALIFORXIA~MICEICAY TAYD &
WALZR COMPAXY Yo, und 1% 1t suthorized omd directed to file
with the Reilroand Commission, the following schedule of rates,
effective March 1, 1918, to be charged by the said Colifornige
Michigen Dand & Water Compmny, = corporavion, to=wit:-

800 Cu. £% or less se..... £1.00 Per morth
Between 600 on& 1600 cu. :f't. .10 por 100 eun.ft
Over 1., 600 cu.:Lt 0™ m* mow

o ZD...'ted et Saa Prancisco, Californiu, “bis ;Zﬁ::
/e o o

Gey of Ja nua*y, 1918.

'

‘ormissioners.




