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In the Xatter of the Application of
CAES A. IURRAY and ED I*‘LETC}U:B co=
pﬁ*‘cners doing dusiness under the firm
name and siyle of Cuvamaca Water Com=
pany, a pudblic wueility, and L=z lMesa, :
Lemon Crove and Syring Valley Irri- Avplication No. 1432.
cetion Disvrict, a p"vllc xrrlsmulon
cistrict, for axn order establisnhing
the valvue of the nroneruy of Cuyamaca
Vé er Company and authorizing Cuya-
znaca Water Company to convey said
property.to»said District.
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3Y THE COik 3ISSION.

OPINION OX PETITION FOR REEEARING.

This is @ peiition for rehearing by Cuyamaca WaterthmQ
The Commission kas given careful consideration toieach point
o} sented n the'petition. Te snell comment on such f these nomnts
in r opinion require consideration.
The sum of $745,000.00, waich ihe Commission‘fotnd‘td_‘
te the fair value of tne property of Cuyamace Wamer‘Compahy_ .
transferred to La Mesa, Lemon Grove and Spring Talley Irrigé
is the fair value of ihe property in cash. There
evidence in tﬁe record oa which it would nave beén possible'to baSe; 
finding coxcerning the provable value ol the bo"'é to He 1ssued
the Irrigation District or the value of said pronertj eX'oressed
terms of bonds instead of casa. Ve assume that when uhe property
taken over by the Ifrigation District, the necessary adJuSuaent

will ve made so that the owners thereof will receive in cash'or:theg[

eauivalent thereof in bonds, the amount found by the Commission to -
aq , ’ . > C

be its fair value in cask. o o
In Application No. 118 (2 Opinions and Or Qers of Raa;*oaaggf‘V

Commission of Califoruia 464 ) Commissioner unleman made 2 careful‘k'

examination into the so-called water right contracts enterea 1nto
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Flume Company, the predecessor of Cuyamaca Water‘Com-'

sn exhaustive review of the authorities, Cormmissioner |
Ashleman, at vage 501, concluded:

"It can no longer bve guestioned that this
Commission has the right to fix the rates which
nay be charged by the applicant and prevent dew

igtions from such rates, contracis to ihe
contrary neitwithstanding, and by reason of tae
fact that this same questiorn is continually
coming up with reference to utilities, other

then water companies, I deer it proper at szis
time that we announnce z similar conclusion with
reference to all utilities. It is my opinion
that no contract affecting the relationship
which exists between 2 public utility and its
satrons or in any other way affecting the public
is of any effect in the face ¢of this Commission's
anihnority, except this Commission shall approve the
sane as & rate which it has a rightv to do under
the Public Utilities Act, providing such action
will not dbring aboutl discriminavion.”

To this conclusion we adkhere. There is nothihg in the-
cecision in the present proceeding which ig any way cohflicts |
with any of the princiyples established by the decision in Ap-

ion Yo. 118. Xeither in our decision on said Application, -

nor in *he decision in the present proceeding, did we»undeitakéftqf:“
decide whetner the so-called waler rig T conitracts did df’did ﬁofj_
transfer the title to water rights or righis o waber, orrvhé%héﬁll
they were or were not void ab initio for any purpose.. These maﬁférs;_
zs we neld in tke decision in the present proceeding, aré{fﬁifthé “
courts to deterxine. | | |

Obviously, the quéstion whether a water system'is
burcened with obligations to deliver water'may have 2 materi51' 
vearing on the vaiue of the property. Hence tnis Coﬁmiséioh'
gave careful attention to the guestion of the so-called waber
right contracts, the considerations vhich were paid under'théﬁ
and the circumstances surrounding them. The question was con~=

. sidered both on the theory inat the comtracts Gid and that they




D 8id not establish valid claims %o the delivery of water from

this system, but the Commission did notlattemp# to encroach :
upon ihe function of the courts by tndertaking to decidej 
vhether or not the coniractis were va¢1a fTor *”ls PRIVOSC.

The Cormission, viewing the mavter in the 1ight'most

Tavorabvie o Cuyémaca Tater Company, by assuming tast the Comp_
pany owans the water rights wimpaired, taen unalyzed t e two
distinct baces preseanted by the Tater Company for determining
the value of these water rights and found that on each thebry_
tre water rlghtb, in so far as covered or purported to ‘be
coverea by the contracts, or the Water Coxmpan y‘s own show-_“
ing, no:sucstantlaL value.

The petition for rehearing herein, on vage 27, r:e:fei’s .
to 24 miner's inches of cdomestic water supplied by ﬁhe-Cﬁyamécéf
~ Weter Company without conmtract. As pointed out 1n tae Qe013¢on,:-

testified that only 8.3 mzner‘s inches are'

contract. Referring 0 the 24 miner's inckes,

"I+ should be noied *hat the only claim for
aver “1gnt value made by the Comnany was for UAlS
mestic water and it would cexrtain seem that-

under any *Vuory vetitioners would be entitled to
thls value. ~

Thile in view of tais position now taken oy the.WéterV

Company, it becomes unnecessary to consider further the que sti'
of value to be allowed for the water covered or nurnorted oO be -
covered By %he contracts, we have drawn attention to this matter
it may be perfectly clear on the one hand that we have 
adhered « n i i the decision in Ap=-
nication ¥o. 118, and on thae other tnat we have carefully
refrained from undertaking to decide matters which are wltazn

the province of the courts.




Some doubt is expressed in ihe pétition as to‘fhé'éxtéht 
£ the property of which tze value was found in the deciéion
herein. 4+ will ve sufficient in this cpnneétion, to say tkhat
the entire property as cdescribed in Exhibit Xo. 1, attachédft0~ ‘
tne decision ané mede a part thereof, including 21l the water
i sitherein set forth, was valued as & going concérn,‘and that“
found was increased to cover the water rights; fne
in the petition that no velue was allowed for water
incorrect. |
The Commission nes agein given careful'considefation";
Yae questioxn of the fair value of the proverty and we find .
no reason to change ke conclusion heretofore reaczed. Tnile
the Commission gave to each element which envers into the,vaiué
of the property itre consideration to waich it believed the same.
To te entivied, petitioner in ifs drief gives special conside:-;'
ation to the cost of the property, including losses in operation..
In this connection we desire to point out that'ﬁhe;
finding bf $25,000 to cover reaéonable ceficits in maintenande"
and operéting expenses from Junel, 1910, to July 1, 1815,
nelvdes interest at 8 per cent per annum. Petitioner in its
cormputations does notv make aliowance Tor the value of the 60lu
acres of land in %the vicinity of Cuyamacs Reservoir,which are
being retained by the conmpany. Tais value is estima%eélat

815, 005.00.

Tae valve found by the Commission is wmore than large

enough to return %o petitioner all tke money waich it has in-
vested in the proverty, vegincing with the initial purchase

price of $150,000.00 on June 1, 1910, wiik intereét_on‘éll-'

thesé moneys at the rate of & per cent per annum tq J&ly 1} -'_
1915, togetuer with ithe value of ithe property ac@uired for

this systen by Murrzy and Fletcher ipdi?idually with\in#e&ést
trhereon at the raie cf & per cexnt pef'annmm from the date of
acguisition, together with all deficits which nave accruedfdvé&“ ;j‘

wlim




reasoraovle maiﬁfehénce.and operating éxpenseS-ﬁith_in-
tergsf on such deficits from the time they accrued until -
July 1, 1915,

Ve may note in passing that on the depreciatéd re;‘
rroduction value of the physical property, as testified fo  
oy engineers Dockweiler aad Vnitney, the value of the prop-
erty would e considerably less than that establishHed by

-

toe Comission.

Furthermore, 1f we start with the sum of $352,500.50,

found by ir. Zsaleman %o be ihe fair value of the'proberty"
devoted to the public use at the time of the decision inm -
Applicavion No. 118, and vear ir nind that the sum té‘be 
2llowed for deficits in meintenance and operating,expensea‘
from June 1, 1910, %o July 1, 1915, with interest, is $25,000.00
and no£ £35,000.00, and wse in other respects tﬁeﬂcomputatiéns
ueed by petitioner on page 25 of its vetition, tae fésuitipg
value would Ye $729,075.§1 as contrastéd witb'then$745;dOQiCOﬂ
found by the Commissi&n. As is so frequently done, peti%foﬁ-"
er inits compuiation confused an engineering estiiate.bf‘
cost Vo reprodﬁce less depreciation, with tne uitima#eifadt“
of the value of the pfopérty for the purpose specified.

In the Cecision in Agplication Fo. 118, ir. Eshle-
mar found that the annual cost of operation épd méintéﬁance
of the vroverty is $28,600.00. _However, rending the rehewali‘
at least of the flume, Mr. Bshleman found that "the applicants
can not in justice and under the law, demand more tﬁgn th¢_ R

proportion of its operating and maintenance expensesuwhigh‘~




its adecuacy represents, waich is approximately $21,000.00".
In other words, the amount %o te allowed for maintenance
and operating exvenses was Gecreased by reason of the in--
adeguacy of the sysven. Eshleman then coatinues:

"I feel thet a similar reductioa of the

otner items would de warranted, btut out of

desire not to namper the present owaers waduly

and feeling +“he consumers can readily pay a

little more without hardship if their service

is improved I shall recommend that the gross

earning allowed be $65,525.03.

On z rate hearing, if the Water Company can ShOW
that the inadeguacy of the system has been removed, allow=
ance will of course be made for full, reascnzble oper-
ating and mainienance expenses.

That petitioner is in error in his claim that
“he amount found in %the Cecision on Appiication No. 118 -
to be the fair value of the property was also depreciated
ty reason of the inadequacy of the system appears clear-
1y from trhe following paragraph in the order:

"The Commission further finds as a fact

that the fair value of the properiy of the

arplicants devoted to the »ublic use and upon

vialch they would ve fully entitlied to earn a

return provided their system were in adequate
condition is $352,500.50."

Also there is no warrant in the language of the opinion‘in said

‘decision that the fair value of the property was also]dépréciatedf*[ff
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