BEFORZ THE RAILRCAD COIZIISSION OF THE STATE OF CALIFPORNIA.

In the Matter of the Application )
of Falrmount Water Company for en )

order suthorizing an irercase in ) Applicetion N0.2059.
rates charged for water. g

_t7gg;om_ll°!?l?9(3

Swect, Stearns & Forvard for FTairmount Weter Company.
He Do Eicker for Sierrs Visgsta Improvemont Club.

P. G. Blood for East San Dlege Civic Leogue.

C. Jo. Noel for Tax Payecrs Protective Leaguoe.

TEEIEN, Commissioner.

CPrPIXIOX.

This 1s an application by Fairmount Water Compeny Lor
en order authorizing =n ineresse in the rates charged for weler
sold by petitloner in & portion of East San Diego and in certaiﬁ
waincorporated territory adjacent to Zast San Dlego.

The torritory served by Fairmount Water Compeny is
rotorred to iu the evidence Zorecin oz belng divided into Lfour
districts, namely, the Cuyamace District, the City District, the
Mountelin View District snd the Sierrs Vigte District. The
Cujamaca Dlstrict 1s loceted in the City of Zast Sen Diego end
ie supvlied by Felrmount Veler Company with water purchased f£rom
the Cuyamece ater Company, and is not included in the present
proceeding. The other three districts are supplied by Fairmount
Weter Company witkz wator vurcihased from the City of San.Diegb.
Tke Cuyamece, City oxnd Mountein View Districts are connected by
e pipe line, so that in caczes of emergency, waler from the system
of Cuyemaca Water Corpany may vo swnplied to each of these dis-
tricts. lmhe Sierre Viste Diztrict lz catirely dilsconnected Ifron
tho other three districts. It is loceted in unincorporated ter-
ritory sbout one nile south Lfrom the southoerly l%pité of the
Clty of Sar Diego end is served with watexr secuied fron the
City of San Diego through an independent tap.
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Public hearings in this proceeding were held in the City

of San Diego on April 12 and 13, 1916. Zvidence wae presented by
vetitionor herein and in behalf of the citizens of Eest Son Diego
and of the Sierra Vista Distriet.

Fairmount Water Compaay pa&s to Cuyamacs Water Company
15 cente per 1000 gallins, excopt that during the summer time, |
it purchesges certain flood waters at 10 cents ver 1000 gallons.
Pairmount Water Company pays to the City of San Diepo an average
rate of approximately 10 ceats per 1000 gallons‘for.the water
20ld in the City =und Mountaia View districts and 8 cents per 100
cubic feet for the wator sold in the Sierra Vista district,

The rates at present charged by Fairmount Water Company |
to 1ts customers in the four districts hereinbefore referred to are
as follows:

In the City District, 20 cents wer 1000 gallons, with a
ponthly minfmam of $1.00.

In the Mountaln View District, 10 cents per 1000 gallons,
with a monthly minimum of $1.00.

In the Sierxe Vista Distriet,l5 cents per 1000 galloms,
with & monthly minimum of $1.25.

In the Cuyamace District, 25 cents per 1000 gallons, with
2 monthly mimimum of $Lu25.

Petlitioner ssks authority to establish in the City, Moun-
tain View and Sierra Vista Districts the uniform rate of 25 cents
per 1000 gallons for eack 1000 gallons of water delivered, witkh &
xonthly minimum charge of $1.25 if vaid onr or before the 10th day
of the month following the moath in which the service is rendered, fﬁ
with some apnropriste penalty for failure to pay by 1l0th day of
the moxth.

During the year 1915, Feirmount Water Company had an
average o0f 768 customers in the City and Mountain View Dis-

tricte, 445 customers iz the Cuyemace Digtriect aand 51 custonmers

2.




in the Sierre Viste Diztrict.

The su5ject mettor of this opinion will now
considerod under the following heads:

(1) Velue of Property.

(2) Rete of Roturn.

(3) Derpreciation Axauity.

(4) Mointenemce and Operating Exponses.
(6) The Rate.

(6) Servico.

l. VALUZ OF PROFERTY.

Mhere ic no satisfactery evidence kherein with refer-
ence to the original cost to dete of tho property of Folrmount

Teter Company now under consideretion.

Egtimatos of the cost to reproduce said properiy as

of April 1, 1916, =nd also of the ostimated cost to reproduce
less scerned depreciation were prosented on bohalf of Fairmount
Teter Compeny by Mr. F. li. Foude and on behal? of the Rellroad
Commission by Assistant HEydrawlic Engineer M. ®., Brirkley.

The folloming table shows & summary of lir. Faude's

roport:




Teblo No. I

Tetimeted Ronroduction Cost &nd Denrecleted Revroduection

oct-Foirmount Wator Comveny's Proverty - F.Jll.Farde.

-

Reproduction  Accrued Depreocietod
Coct Devreciation Rewvroduction Cost

City end Mountein View  $40,737.00 ' $9,040.00 &31,697.00
Digtricts

Sierra Vigte District 1,963.00 366,00 1,607.00

Kiscellereous Structureg--
85 1/4% of Totels 1;770.C0 188.00 1,582.00

Stock and Materiaels ox
Eonf --665%0f Totals 1,660.00 0 1,660.00

el v —————

Grand Totels $46,130.00 $9,584.00 §36,546.00

Ur. Feude tostifled that the average of the water
5014 by the City of Sen Diego end peid for ix the City, Mountein
View end Sierre Vista Districts is 65 1/4% of tho aversge of
the weter purchased from the City of Sanﬁbiego and sold over
the Feirmount Tater Company's entire system. In oxder to ascer=
tein the vortion of miscollanmocous structures snd of stock end
neterlels on hand propoxly charggable to the City, Mowntein
Tiow and Sierra Vista Districts, lfr. Paude accordingly apylics
the percentage of 65 1/4 to the total sums spplicable to mis-
cellaneous structures, stock and meterisls on band for Falrmonnt
ater Compeny's entire system.

mhe following teblo shows Mr. Brinkley's estimate
of %the cost to reproduce the entire systoenm with aceruved depre-

cintion and eatimeted reproduction cost less accrued deprecistion:




Teble No. Il.

Zstimated Revroductiorn Cost, Acerued Devpreciation and

Sstimated Reproductlion Cost Lecss Depreciation--
I

airmount Vetor Commarny - M. H. Brinkley.

Estimeted  Acerued Estimeted Reproduc-
Reproduction Devreciatiorn +lon Cost lLess
Cost Accrued Donrcciation

City and Mountaidn View &§36,596.00 $7,925.00 $28,661.00

Districts
Cuyemece District 17,912.00 4,831.00 13,081.00
Sicrrs Vista District 1,820.00 ,32?.00 1,497.00
Kiscellaneous Structures 2,358.00 272.00 2,086.00

and Roal Egtete

Iaventory of Tools,

Soulpmont and Supplies 2,544.00 2,544.00
Totals $61,2%0.00 $137351.00 47,869.00 .

By epplying %o miscellanoéus structures and real
ostete gna tools, ecouipment and supplies:a vercontego oL 67.14
foxr the City snd Mountelr View Districts, and 32.86 for the Cuyameca
District, -uwon Mr. B:ri.::z:::?l.o;r'1 cstimates e roproduction cost new of
tke entire yroperty used and uséfui in cSnnection wiltha the City and
lovntelin Tlew 5i3tr1cts of $39,887.00, with a depreciated roproduction
cost of B3L,770.00 and an catimated reproduction cost new for the
Cuyamece District of §i19,523.00, with ectimatod reproduction cost
rew Ress acerued deprecistion of $14,602.00. ix. Biinkley made no
chexge for these ltems to the Sierra Vista Diztrict, on the ground
thet those items werc practifally of 20 sorvice in coxnnection wita

the 3ierra Vists Dlstrict.

Ny
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Tho chief differences between the estimates of M.
Peude end Mr. Brirnkley are with referonce to the unlt prices for
standsrd screw pipe having o dismeter of two inches and less,
the overreed percentages end the resl estate. lir. Brinkley wsed
sverego prices for pive ranging over the lest Jivo years and
400k the actuel conditions with reference to the inecesssary
doptk of trenckhes. INr. Faude appliocd an overkead percentage of
14%, excent &5 to reel estate, as to which khe spplied 20%.
Mr. Brinkley applied an overkead of 124, except es to resl ostate,
witk reference to which he applied 5%. It is a1ffim 1t to reach
e satisfactory conclusion with reference to the velue of the
Poirmount Weter Compeny's real estate. The testimony presented
by & number of witnesses for Felrmount Veter Company end the
consumers shows that very little reel estate haos beon sold in
Zast Sen Diego during the last two or throe years end thet there
15 at the present time ¢ decided slwmp in the merket. The
estimates presented by Peirmount Water Compeny seem to be based

largely on the prices wkich prevailed e number of years ago

while reel estate wes moving freely in East Sen Diego.

An 1tem of $100.00 skorld be sdded to the ostimates
02 both Mr. FPaude and Mr. Brinkley %o cover improvemeants whick
sre being mede to betior the service in the Sierra Vista District.
The testimony shows %that the ontire system of Fairmount
Vet or Compary was offered to tae City of East Sax Diego a year
or so ago for bonds of the City of Esst Sen Diego of the face
valae of $41,000.00, wiich bords the officers of Felrmount VWeter
Compeny expectod Vo 3z¢ll at 105% of their face value. AV en
electior colled to consider this vroposition, the cltlzens ofl

Zest Sex Diego &éclinea to vote %the bonds.
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2. RATE CF RETURN.

The evidence shows tret the major portion of the water
system of Pairmount Weter Coxpeny wes purchased OF constructed
by Pacific Builéing Compsny for thke purpose of sssisting Paclfic
Building Compeny to sell real estate. The testimony shows that
while no definite smount was edded by ?acific Building Company
to the price of 1ts londs %o 7 epresegff :L’ccnfe v?é:"&:cr §ufn il {talling the
water syctem, the priccs asked 1neluded/ Toimbursement for the
water system, a5 18 usually tho cese in such subdivismons.

Taile 1t wae contended by tho conmsumers herein thet the legdl
title to portiong of tho wetor systenm of Pairmount Water Company
had passed to the purchesers of lands 501d by Pacific Bullding
Company, the evidonce does not justify +ris claim. On Juze 1,
1914, Pacific Building Compeny seperated its weter operationz
2voz its lend operations smd trensferred 1ls wat exr propertles to
the petitioner herein. IFacific Building Company owas all the
stock of Pairmount Wator Company with tho oxception of directors’
shares. ﬂeatiﬁény wes presented herein to the effect thed
corteirn purchesers of lends from tac Pacific Building Company
in the Slerre Viste District were told by the sgents of Paciflc
3uilding Compeny, &t the Hime of tholr respective purckases,

4 +ho mater rute wotld be & flet monthly veyment o #1.25
watil the lest instellment on the pxice of %bec vroverty puréhased

ned been paid, wkile other consumers tegtified that they had

ween told that the meter rentel would continue to be the flet
rato ¢f £1.25 indefinitoly. Subsoonontly, due teo ozéessive w30
of mator by tre residents ol this distriec%, meters wore installed
by Pecific Building Compeny end thc rate wae change& to the
resent meter rate.
In vicw of the circumstances surrounding the operetions

-
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of this weter system, I find that the sum of $2,393.00 is & foirennual

return on the value of the vroperty of Feimmount Weter Compsny
and :
dovoted to %he sexvice of the City, Nouwntnin View Districts, and

+hot tho sum of $115.00 is o fai;f¥§%§¥n on tae proverty devoted

+o the service of tre Siorre Viste District.

De ZPRECIATION ANNUITY.

alrmount Weter Compeny &cks epn annual allowance
for depreociatieon of $2,959.00, spparently dased on the streight
1ine method. I Sind thet or the 4% simking fund besis, & reasona-
annual allowmence wnder the head of depreclation snnuity Is
sun of %1,537.00 for the City and Mownteain View Districts

$64.00 for the Sierrs Tiste District.

D OFSEATING EXPENSES.

mae Collowinx ieble shows the operating revenue and
operating oxpenses of Fairmount Water Company in the yesar 1915,

23 reported by lir. Brinklcey:

Teble Yo. III.

Oversting Revenuos ond Sxpenscs-- Feirmount

vater ComnanywlSl5..

Ooeretine Revoruos.

Commorcial Sales lletered
City and Mouwntzin Tiew Digtrict . £11,320,.85
Cuyamace District 8,033.35
Sierre Vistas District 808.75
Miscellanecons Revennes 474 .01

£20,636.96




{Pable To.IIT cont™d)

Bro't formard $20,636.96

Ouereting EZxnenses
‘.l'

Meintenance
Rovalrs to lzins,Services
and Meters 4,044.06
Operation
Wator Puxrchased ,
City orné Mountalin Viow Districts
| -= 4103.65
Cuyanmece Districw = 3342.44
Sierra Viata ™ = 207.50

o Totsl 7:853.59
Distribvuting Zxoonsces 670.00
>Comméreidl Expensest - 1,191.56
General ZExpcnsos 998.25

Total Operating Zxpensos 14;757.46'

Insurence 186.56
Toxes 332.19

Grond Total Operation &15,276.21
£150.00 hes boer taken out of operating oxpenses on account of

beirg chargeable o odditions end botterments to the property.

The foregolng tadle gives the results for the ontire
systen of Fefrmount Water Company.

Tho testimony showe that tho ewpendlitures for ropalrs
t0 maire wore : Sbhnormel in 1815 oy resson of the greding of
strocts end continual repairs te the Xlauber Streot main. D20
suporiﬁtendent of Fairmount Weoter Comparny testified thet, in kis
opirfon; thc aversge cost of repairs o mains during the last
sever monihs of 1914 world be = feilr estimate por montk foxr 1916.
After considering the verious itcms of meintenance and operstiag
expenses concerning which tesctimony was nroduced at the hearing,
T £ind thet o reagonable allowance for maintensnce and operating
expensos for the yesr 1916, epexrt from the peyments Lor water to
be vurchased from the City of Sam Diego, Will be the zum of
f7:084.00, oz *zo essumption thet tke dusiness fox 1916 will bo
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the gome o the bdusiness foxr 1915. The testinmony sSeems W show
tret on inereace of business is rot to be expocted Ir 1916.

Terdous segregetions were suggosted for thc purpose of gpportioning
the meintononce end operating expences, spert from tho cost of
weter purchased from the City of San Diego, to the four districts
of Feirmount etor Company. On %he basis of the estimated
reproduction cost mew of the property in oachn of the four districts,
the porcentages to be appylied to the vorious districts to doter-
mire their failr sheve of such malntexesace and operating pxpenses,
would bo 65.1% to the City snd the Mountein View Districts; 51.9%
$6 the Cuysmace District and 3% to the Sierre Vista District.

-

On the basls of the average number ¢f coxrsumers, the percentages
would ve 60.8% to tho Gity end Mowatsln View Districts, 35.2% Bo
tho Cuyemecs District and 4% to the Sierre Viste District. On -tre
basis of the cnb;c faect of weter used sunually, the percentages
would be 59.8% to the City erd Mounteln View Districts, 35.1% to
tno Cuyamscs District amd 5.1% to the Sierrs Viste Districte.
Tue to the compactmess of the Slerrs Tiste District, tho operat-
ing expenses properly ehorgoakle to thet dlistrict should not be
proportionately a8 large as in the other digtricts. 7 am of the
opinion tzat o feir perceniege of spportionment of &ll maintenance
apd oporating expenses, apard fvom the cost of weter purchased
senarately
swom the CLty 0f Sen Diego, which cost should be chorged /to each

aistrict, is 61% to the City exd liouabain View Districts, 35% to

vo Cuyemsee District ond 4% to the Sierrs Viste Dlstrict. On

snis becis I fird that the suz of $4,821.00 skoudd be gllowed
unéer the nesd of meinternonce ond opersting oxpenses, spart from
tho cost of weter purchssed, for the City and Mquntain View Dis~
tricts snd $283.00 for the Sierrs Vista District. Adding to
these sutms 34,104.00 for wator %o be purcresed for the City and
Yourtain View Disiricts end $408.00 for the Sierra Vista District,

10~
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being the smounts paid iz 1915, I concludo trat the total. amcunt
feoirly chargeeblo to the City snd Vountsi n View Districts under

the nead of meintensnce cnd opereting expornses will be $8,425.00

and to ko Sierre Viste District, $691.00.

Sa T2 RADE.

Tho following toble shows tko anmusl gross income

wralen Fairmount Wator Compeny should recoive Zxom the City and
Yountein View Districts and the Sierre Viste District wader the

to e
allowancesd korein found/reasonoble:

Table No. IV.

Annued Grosz Incomc to be Secured by Falrmount

Tator Compeny from City, Mountein View exnd

Sierra Vista Districis.

City ond Mountoin  Sierrs Tiste
View Districvs. District.

Feir return on value
of property $2,393.00 $ 115.00

Deprecietion annulty 1,537.00 64.00

Meintensnce end operat- )
ing oxpense 8,425.00 k 691.00

[l A =antle Sl oy

Total $12,355.00 8 870.00

Tn esteblishing the form of rete to yield this annual
gross revenue, sttention 1s a%t onco directed to the fact that
an wousuelly large number of consumore o . Pairmount %ﬁgfihonth.
Company use materially lecs than 500 cubic feot of watew. I have
given caroful consideration 4o Falrmount Weter COmpgny's reoues?t
smet tho minimum moztaly rate be ostablished st $1.25; but heve
recchoed the conclusion thet the yresent mopthly minimum rate o
%1.00 in cffect in the City arnd Mountoin View Districts is more
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appropriste to the use. under this psrticulsr system, and thet

this rete should 2lso be oxtonded to the Siorra Vigta District.
After o ceareftl review of all the testimony hereilxn,

I £ind that the following rates are just and reasonable rates

0 b6 cherged by Feirmount Water Compeny in the City, Mowntefn

View snd Sierre Vista Distrilcts:

Vindmum, .« o « o o o o « $1.00 Montely
Tirst 500 cubic foct . . . . +20 per 100 cubic fi.
Noxt 2500, © T .. Jd6 T T " b
ALl weter used Iin excess of

2000 oubic feet . . . 2 "

The epplication of this rate to the Fairmount Vater

Company’s business for the yeer 1915, whkich business It Is sgreed

shall bo taken as‘the bazis for thoe rates horeln established, will

vield the ennusl gross income herein found to be resconabdle.
Be SERVICE.

Residents of Sierra Tiste District testified that
difficulty res heen oxnorienced by thom, particularly by $ho
rosidonts on the higher elevations during tho summer time, ;n
gecuring ex adecquato supply of water. Representatives of Feir-
motnt Water Compsny-&&mit[ui;at the cornditions have not heen
setisfectory and presented vestimony to shdw/éﬁfF bwprovements ,
wnich the company is now makingwieremedy this condition. T anm
setisfied that Fairmount Woter Compeny is usirg its best efforts
to improve *he service and that no order under tiis nosd Is
nOW B.eCESSArY.

I subzit the following form ¢f order:




FAIZCIOUNT WATEXR COIZANY having applied to the Rail-
road Commission for om order guthorizing saum incroase in
the rates charged by said company for weter sold in its
City, Mountein View and Sierrs Viste Districte, in and
edjacent to the City of Zast San Diego, and g public
hearirg having beoen held herein,

TEY RAITLZOAD COIMISSION HEREBY RINDS AS A FACT
that the rates now charged by Feirmount Water Company

iv gsald districts ore uwnjust and unreasonadle in so far

2s they differ from the rates horein esvabliched, and

that the ratoc noroein cstablished are Jjust and roasonsble
ratos o ve charged by Fairmoﬁnt Votor Company in ssild
districte.

Basing its order on the foregoing findings of

“fact and on the findings of fact which are contalned
in the opinion whaich preccdec this order,

IT IS EERRBY ORDERED that Fairmount Weter Compeny
be and the same it noreby sutaorized to fLile with the
Rajlroad Commission, effective for the metor readings
to be mede in the latter ocart of the month of llay,
1916, the following sSchedule of rates to be charged
by Fairmouvnt Water Comvany in ite City, ountelin View

and Sierra Viste Districte:




o3 d T e v s eeanoranaseassssPla00 mONthLy

S{rst 500 cudic £20t..ee..a 20 cents por 100 cubic feot
Voxt 2500 7 M ieeses L6 " " v A "
411 weter used in excoss of

3000 cubic feetesesaes L8

Tho forogoing opinion ond order oxe heroby approved and
ordered £iled as the opinion and order of the Railroad Com-
mission of the State of Californis.

_ A
Dated et Saxm FTrancisco, Celifornis, thlg j 7 day of

ey, 1916.

Mae A

Commicssiorers.




