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Decizion Noe 219421 A N

BEFORE TEE RAILROAD CQALISSION OF THE STATE OF CALIFORNIA

In the Metter of the Applicetion of

BAST SIDEZ CANAL COMPANY, a corporation, ) Application No. 16610.
for authority %o increase 1ts rates

for water service.

MeCuteher, Qlney, Mannon & Greene,
by John T. Pigott axnd Carl I. Wheat,
for applicants. :

Alfrod Siemon and Jackson Mahon, Tor
East Side Teter Users Association.
Farm Zureaw Federatior.

BY TEE COMMISSION:

OPINION ON PETITICN TCR RESCISSION

O0n the 1ith day of June, 19%0, ZEast Side Canal Company,
a corporation, together witk seven other canal companies, ell
jolntly owned end opersted by Xerm County Cazel and Water Compexy,
a corporasion, applied to the Railrocad Commission for suthority
to increase their rates for irxigetior sexvice Luwrnished in Xern
County, in and near the City of Bakersfield.

Public hearings were held im 2akersflield oz Septex-
der 4%h and S5th arnd on November 12th and Decembder 1l6th, 1930,
and also om March Sth, 193l.’ -

At the conclusion 6f the hearings held in Septembder,
1% waz apparent that the matter could not be completed Lor sub-
miszion prior to ithe beginning of irrigeation in 1931, siuce 1t

involved complicated guestions of veluation, and motion was mede

-1~




on behalfl of applicents for the osteblishment of an interim rate
to be effective during the 1921 irrigation sesson and therealter
until 2 Tinal decision could be rendered. This motion was re-
newed at the December hearing, at which time 1%t was urged that

& rate of $1.00 per acre~Loot of water should be fixed.

Very complete evidence was sudbmitted by epplicants on
September 4th axd Stk showing weter use, grosc revenues received
and maintenance and operation expenses, exclusive of deprecia~-
tion, over varying representative periods of years. This date
Indicated that, under the then existing bese Tate of 37% cemts
Per acre~foot, none of the applicant companies were realizing
exything like tkeir bare operating expemses, exclusive of depre—
clation. AT the hearing on December 16th, engineers of the
Comni ssion presented the results of 2r extensive investigation
mede by them into the revenue end operating oxpenses of the utile
itles. Their conclusions also indicated the comparies were op-
erating &t & substential ocut-of-pocket loss. Thereatter, based
almost entirely upon the roport and testimony of its engineers,
an interim rate of 85 cents per scre-~00t wes establisked by
the Commission in its Decision No. 23345, issued on the 2rnd day
of Februaery, 1931l. The rate wes dosigned o yield only bare
out-ol-~pocket operating cocts upon the dbasis of average use of
water ﬁa.lcen over a period ol years last past, together with a
possidble allowance Zor depreciation.

Thereafter, on the 7t2 day of Fedruery, 1931, Zast
Side Water Users Association filed o potition for rekearing upon
The grounds that seid interim rate wes unfeir end confiscatory

and would make 1t impossible for the zajority of users to con-

duct farming operations oxcept with the certainty of wltimate




- loss. This petition for rehesring was denied in Decision

No. 23419, issued February 16, 1931, end the order beceme
Zinal. '

A further heaxring in these proceedings was held in
Bekersfield on March Sth, 1931, when evidence was sudmitted
by the utilities covering the actual operating costs and
Tevenues for the season of 1930. Thisc indicated that the 1930
Tevenue and operating expense closely approximated the average
upon wiich the interinm oxder was based.

On the 13tk day of April of this yeer, said Zast
Side Tater Usexs Association filed a petition asking the Com-
2ission To rescind its interim oxder made herein, advancing
grounds therefor not memtioned or suggested in the petition
for rehearing. This petition alleged that said interinm oxrder
was granvted without proper notice to petitiocrers and that zo
opportunity whatever had been glven potitiozers to eross-
exeniune the wtnesses subnitting deta on operating expeases
2or to submit in thelr own dehalf evidence covering suck costs.
It was flurther alleged, anong‘other things, that the petitioners
had beer led to believe that 0o suck interim order would be s0

esteblished by the Comission anéd that therefore said oxrder was

an arbltrary ruling cnd deprived tihex of their property withoud

due process of law.

Tke Commlssion, considering this latter petition %o
be one arising under the provisions of Section 64 of the Pudbliec
Utilities Act, gave notice to the utility and set the applica-
tion for keearing at Zakersfiecld on tke Stk day of May, 1931, at

which time it was stated that the Commission would hear any
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evidence any one might desire To present upon the question of
rovenue sud operating exponse.,

The petitioner, notwithstending +the fact that 1t'was
extended oz opportunity %o irdulge in suck eross-exemination
23 1t desired eand ©o precent suckh testimony a3 it wished, de-
clined %o 4o either and srgued that the oxder should e ro-
scinded.

Inasmuch as the order attacked became Lfinsl follow-
ing the demfel of the petition for rehearing, the Commission
would not be Jjustirfied in now setting it zside without a
definite showing thet under the facts the oxder did something
it was not iatended t0 do. The Cormission could not, of course,
by & further qrder or acticon require or farce the wtility to
serve its consumers at en ovt-of=pocket loss or cost.

Everything in the record irdicates that the old 372-
cent per acre~-L00t rate Lell far skhort of meeting out-of-pocket
costs and that as to this particular utility the 85-cent rate
will not, even under the most extreme assumpiions, produce
Tevenue in excess of such COStS during the present year.

Revernue of the Zast Side Canmal Company for the period
1925-28, inclusive, under the old rate averaged dbut §5,224 =
year, according to the report of the Coxmission’s engineers.
The actual revenue in 1930 under the old rate was almozt idez~
tical with the average, being £5,23l. t~0f-pocket operating
costs Zor the five=year period'were reported dDy the Commis-

sion's engineers Yo have averaged §$14,656, while The 1930 ectual

as reported by the company at the hearing on Xexrch Sth wes
$15,822,




4Lt the argwuent it appeared that the compeny, at
petitioner’s request, bed furnished it a dreakdown of the
1930 opera:cing expenses, a2nd since the hearing exd while ':ﬁe
natter has bYeen under submission the secretary of the peti-
tioner has written the Commission exnciosing the statement.l
(Copy of this letter was sent to the utility for its informa-
tion azd comment.) TFrom this statezent and from evidence iz
the zecoxd, it appecxs that the East Side Caxnal Company pur-
cheses 1tz water Zrom the Xern Islarnd Cazel Company under an
old contract at $4,500 2 .yéar. 'Ci‘:.y end covaty texes in 1930

were $2,127. These two items alone exceedod the average, or

the 1930 revenve, by over $1,000. The statement referred to

i. The statement is as Zollows, except for accompanying detalil as to
KeCeCo & Ve COe goneoral expense, X.C.le & Te COe WATOr DOAIWO 06X~
ponse, gonoral eoxpense South Side Canal and B. V. L. R. oxpense:

TLET SIDE CANAL COMPLY
Analyais of Operating Lxpenses for 1920

‘ Total
T&D STSTEA. OPERATING
%o OF Supte, CloTk & Foreman's Salaries 844125
Zanjero , . $313.4)1 .
Auto Hire Zanjexro 368.99 68240
9% of Rental of So. Side Anto,
Tirst 6 moaths 42480
Rotation Schedule 332,32

Crop Acreage AU 11520.3)

REPATRS TO T&D SYSTEM
Cloan Canal - Labor
" ¥ = Truck Hire .
" " - iuto Eire 2,496.87
«81% Credit Balance 02 X.l. Tesx ‘
Opre Zxp. (Based on Work dme) (1725} 2479.62

REPATRS TO SERVICES

Gatons & Woirs « Labor
Lumber
Auto Hire
Truck Hire

Inspect Weirs .
"2.29% Luxber Operation Balance from
KoI..(Basod on Luzbder Used)




showed other items of expense, such as zanjero saldry and auto
expense $632.40, cleaning cenmals $2,479.62, as well as various
other smﬁll itexms incident to corvice of water and gezereal
office expense bringing the aggregate to the reported total.
Bececuse of oxtremely severo water conditions the
Water crop for the current yeer iz almost certein to be less
than‘the five-year average, or the 1930 crop, and resultant
revenue will tend To be less then that asswmed iz the interim
order. IZ the waler c¢rop is no lerger than thet of 1924, the
'revenue under the SS5-cent rate will de only 47,225.00, but if
the water supply this vear shquld equel the Live-yeer rzormal

or aversge, it would yield a revenue of $11,390.00. Indeed, to

l. (Contrd.)
CENERAL ZYPENSE

OrfTice Rent $300.00
Bind Books . 4eS0

Mimpographing 2.8%
Abstract of Title 5000

Se2f of B.V.LeRe Ason. - Cporation & Meintemenmce 178.02

9% General Expense ~ South Sile 960.96

6‘% Gom mﬂo - KOGOCO & 'ﬂ'. CO- 274&-36 ) o

&% Tater Xeaswro « X.C.Co & Wo COw 474.05  54,756.7%

TAXES
City 27%5.20 2,126.76

WATER PURCEASED FOR XESAL®
Tader Anmunl Contract Zrom K.Tl.

4,500.00
£15,580.67

(Revenue Receivod £5,231.50)

Operating Exponse does not :fnclude Cost o replacemsnt of structures (ostimated
as 70% of structure maintenance), logel amd consulting onginecs’s fees and other
oxponses Iincidental t0 Railroad Comission Rete .Proceeldings, or Depreciztioz.

The edove 13 exclusive of two charges Lzcluded cn Zxhidbit 102 for & totel of

$2%41.83, found to have been expended ixmadistoly ebove the intake of the Zast
Side Conal.




Justily the conclusion that the present rate will yield in 19T1
out=-o0f-pocket ¢costs requires the assumpticn that the Commissionts
epgineers in reporting average overating costs were 1in error by
from 29 to 103 per cent, depexnding upon wkether the water yield
will egual the five-year normel or correspond %0 1924,

Revenue and operatlang expenses of & relatively amall
utility such as this are not perticularly coxzplicated or in-
volved or difficult of ascertaimment. There is nothing mysterious
ir a contract price of water of $4,500 a year, of county axd ¢ity
taxes, of salary vo a zanjexo and auto expense, of cost of canal
cloanihg, 0f office rext and gemeral expense of administration,
and 1v should not require a long period of time and indefinitely
prolonged hearings to determine thece items with sufficlent

accuracy o fix & rate to cover, or partially cover, ocutlays in-

cident to water service.

| The petition should be denied. There iz 10 justifica-
tion for keeping this petition open further to allow petitiomer
t0 make up itz mind whother it wishes <o ¢ross-examine witnesses
or present evidence., The hearings on September 4th erxd Sth,
November 12th and Decembor 16th of last year amd of Mareh Stk and
Moy Stk of the present year arfforded sufficieat z2nd Tecsonsdle
opportunity to inquire =5 to revenue and expense. IZ petitioner
1z still dissatisfied, it may request that the main case affecting
thls utility de advanced for hearing when all guestions - valuaw
tion, rate dase, rate o return, depreciation, revenue and op-
erating oxpensec, and spread O rates - will be open to ingquiry
and the whole matter will De conducted as expelditiously as mey
be to final determinetion.




